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The information in this prospectus is not complete and may be changed. Neither we nor the selling shareholders may sell these securities until the registration statement filed with the Securities and Exchange
Commission is effective. This prospectus is not an offer to sell these securities and we are not soliciting offers to buy these securities in any state where the offer or sale is not permitted.

 

 

PROSPECTUS (Subject to Completion) 
Issued          , 2009

 

American Depositary Shares
 

 

Concord Medical Services Holdings Limited
 

REPRESENTING           ORDINARY SHARES
 

 

 

 

Concord Medical Services Holding Limited is offering           American Depositary Shares, or ADSs, and the selling shareholders are offering           ADSs. Each ADS represents          
ordinary shares, par value US$0.0001 per share. This is our initial public offering and no public market exists for our ADSs or our ordinary shares. We anticipate that the initial public
offering price will be between US$      and US$      per ADS.
 

 

 

 

We have applied to list the ADSs on the New York Stock Exchange under the symbol ‘‘CCM.”
 

 

 

 

Investing in the ADSs involves risks. See “Risk Factors” beginning on page 18.
 

 

 

 

PRICE US$      AN ADS
 

 

 

 
                 

     Underwriting        
     Discounts      Proceeds to  
  Price to   and   Proceeds to   Selling  
  Public   Commissions   Company   Shareholders  

 

Per ADS  US$             US$             US$          US$            
Total  US$             US$             US$          US$            
 

 

 

 

We and the selling shareholders have granted the underwriters the right to purchase up to        additional ADSs to cover over-allotments.
 

The Securities and Exchange Commission and state securities regulators have not approved or disapproved these securities, or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.
 

The underwriters expect to deliver the ADSs to purchasers on or about          , 2009.
 

 

 

 

MORGAN STANLEY J.P.MORGAN CICC
 

 

          , 2009
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Cms O J centers in .30 cities* Concord Medical operates the largest network of radiotherapy and diagnostic imaging centers in China** 1 As ot September 30,2009. ” In terms of revenues and the total number of centers in operation in 2008, according to a Frost & Sullivan report commissioned by Concord Medical.
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You should rely only on the information contained in this prospectus or any free writing prospectus filed with the Securities and Exchange Commission, or the SEC, in connection
with this offering. We have not authorized anyone to provide you with information that is different from that contained in this prospectus or in any filed free writing prospectus. We are
offering to sell, and seeking offers to buy, the ADSs only in jurisdictions where offers and sales are permitted. The information contained in this prospectus or in any filed free writing
prospectus is current only as of its date, regardless of the time of its delivery or of any sale of the ADSs.
 

We have not taken any action to permit a public offering of the ADSs outside of the Untied States or to permit the possession or distribution of this prospectus or any filed free writing
prospectus outside the United States. Persons outside of the United States who come into possession of this prospectus or any filed free writing prospectus must inform themselves about and
observe any restrictions relating to the offering of the ADSs and the distribution of this prospectus or any filed free writing prospectus outside of the United States.
 

Until              (the 25th day after the date of this prospectus), all dealers that buy, sell or trade ADSs, whether or not participating in this offering, may be required to
deliver a prospectus. This is in addition to the obligation of dealers to deliver a prospectus when acting as underwriters and with respect to their unsold allotments or
subscriptions.
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PROSPECTUS SUMMARY
 

The following summary is qualified in its entirety by, and should be read in conjunction with, the more detailed information and financial statements appearing elsewhere in this
prospectus. In addition to this summary, we urge you to read the entire prospectus carefully, especially the risks of investing in the ADSs discussed under “Risk Factors,” before deciding
whether to buy our ADSs. Unless the context indicates otherwise, all share and per share data in this prospectus give effect to a 1-for-100 share split that became effective on November 17,
2009.
 

Our Business
 

We operate the largest network of radiotherapy and diagnostic imaging centers in China in terms of revenues and the total number of centers in operation in 2008, according to a
report by Frost & Sullivan commissioned by us. As of September 30, 2009, our network comprised 83 centers based in 55 hospitals, spanning 36 cities across 21 provinces and
administrative regions in China. These hospitals are substantially comprised of 3A hospitals, the highest ranked hospitals by quality and size in China as determined in accordance with the
standards of the Ministry of Health, or the MOH. Cancer was the leading cause of death in China in 2008 according to the MOH, and there is a relatively low penetration of radiotherapy and
diagnostic imaging equipment compared to developed countries. We believe that our leading network and our experience and expertise uniquely position us to address the underserved
market in China for radiotherapy and diagnostic imaging services.
 

Most of the centers in our network are established through long-term lease and management services arrangements entered into with our hospital partners. Under these arrangements,
we receive a contracted percentage of each center’s revenue net of specified operating expenses. Each center is located on the premises of our hospital partners and is typically equipped with
a primary unit of advanced radiotherapy and diagnostic imaging equipment, such as a linear accelerator, head gamma knife system, body gamma knife system, positron emission
tomography-computed tomography scanner, or PET-CT scanner, or magnetic resonance imaging scanner, or MRI scanner. We provide clinical support services to doctors who work in the
centers in our network, which include developing treatment protocols for doctors and organizing joint diagnosis between doctors in our network and clinical research. In addition, we help
recruit and determine the compensation of doctors and other medical personnel in our network and are typically in charge of most of the non-clinical aspects of the centers’ daily operations,
including marketing, training and administrative duties. Our hospital partners are responsible for the centers’ clinical activities, the medical decisions made by doctors, and the employment
of the doctors in accordance with regulations.
 

We believe that our success is largely due to the high quality clinical care provided at our network of centers and our market-oriented management culture and practices. Many of the
doctors who work in our network have extensive clinical experience in radiotherapy, some of whom are recognized as leading experts in radiation oncology in China. We enhance the quality
of clinical care in our network through established training of, and on-going clinical education for, doctors in our network. We believe that our market-oriented management culture and
practices allow us to manage centers more efficiently and offer more consistent and better patient services than our competitors. We believe that our success has given us a strong reputation
within the medical community, which in turn gives us a competitive advantage in gaining patient referrals and establishing new centers.
 

To complement our organic growth, we have also selectively acquired businesses to expand our network. In July 2008, we acquired China Medstar Pte. Ltd., or China Medstar, a
company then publicly listed on the Alternative Investment Market of the London Stock Exchange, or the AIM, for approximately £17.1 million or approximately RMB238.7 million
(US$35.0 million). At the time of the acquisition, China Medstar jointly managed 23 centers with its hospital partners across 14 cities in China.
 

To further enhance our reputation and to employ high quality doctors, we plan to establish and operate specialty cancer hospitals in China. We intend for our specialty cancer hospitals
to be centers of excellence. Our first specialty cancer hospital, the Chang’an CMS International Cancer Center, in Xi’an, Shaanxi Province, is expected to commence operation in early 2010.
We are also in the process of establishing the Beijing Proton Medical Center, another specialty cancer hospital, which is expected to commence operation in 2012. We expect that the Beijing
Proton Medical Center will be the first proton beam therapy treatment center in China equipped with a proton beam therapy system licensed for clinical use.
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Our business has grown significantly in recent years through development of new centers, increases in the number of patient cases of existing centers and acquisitions. We have
increased the number of centers in our network from 41 at the end of 2007 to 72 at the end of 2008 and to 83 as of September 30, 2009. Our total net revenues were RMB67.4 million,
RMB14.0 million and RMB171.8 million (US$25.2 million) for the period from January 1, 2007 to October 30, 2007, the period from September 10, 2007 to December 31, 2007 and for the
year ended December 31, 2008. Our total net revenues increased to RMB205.7 million (US$30.1 million) for the nine months ended September 30, 2009 from RMB102.0 million for the
same period in 2008, due primarily to an increase in the number of centers in our network, including centers added to our network as a result of our acquisition of China Medstar, and an
increase in the number of patient cases in existing centers. For periods prior to October 30, 2007, our predecessor is deemed the reporting entity for financial reporting purposes as a result of
our reorganization. We report the financial statements of our successor entity from September 10, 2007, the date of inception of our successor entity. For additional information as to our
history and reorganization and our financial presentation, see “Our History and Corporate Structure” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.”
 

Our Industry
 

The radiotherapy and diagnostic imaging market in China has several favorable characteristics. The market is expected to grow, with a compound annual growth rate, or CAGR, of
22.4% between 2008 and 2015, according to a report by Frost & Sullivan, due to the increasing incidence rate of cancer in China and awareness among physicians and patients and their
adoption of advanced radiotherapy and diagnostic imaging technologies, rising household disposable income and government healthcare expenditures that will increase the affordability of
such cancer treatment and diagnosis technologies. Moreover, China’s relatively underdeveloped medical infrastructure has resulted in significant unmet demand for cancer radiotherapy and
diagnostic imaging services, with the per capita number of units of such medical equipment in China being significantly lower than in developed countries. For example, Frost & Sullivan
estimates that China had only 0.7 linear accelerators per million people at the end of 2008 compared to 9.5 in the United States, 6.6 in Japan, 5.6 in France and 3.0 in the United Kingdom.
Hospitals in China often lack the financial resources to purchase, and the experienced radiation oncologists and radiologists to operate, advanced radiotherapy and diagnostic imaging
equipment. We believe that we are well positioned to benefit from these market dynamics through our ability to provide equipment and expertise to hospitals in China to establish and operate
radiotherapy and diagnostic imaging centers.
 

Our Competitive Strengths
 

We believe that the following competitive strengths have, and will continue to, uniquely position us to capitalize on growth opportunities in the cancer treatment market in China:
 

 •  leading market position and successful track record;
 

 • doctors with extensive cancer treatment experience developed and supported by our network;
 

 • market-oriented management of centers;
 

 • successful track record of new center development and acquisitions; and
 

 • strong and experienced management team.
 

Our Strategies
 

We intend to further strengthen our leading position in radiotherapy and diagnostic imaging market in China by pursuing the following strategies:
 

 • continue to develop new radiotherapy and diagnostic imaging centers;
 

 • increase marketing efforts to drive growth in patient cases at our existing centers;
 

 • establish specialty cancer hospitals;
 

 • introduce advanced cancer treatment options and diagnostic technology in our network; and
 

 • complement our development of new centers with selected acquisitions.
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Our Challenges
 

We believe that the following are some of the major risks and uncertainties that may materially affect us:
 

 • we may encounter difficulties in successfully opening new centers or renewing agreements for existing centers due to the limited number of suitable hospital partners and their
potential ability to finance the purchase of medical equipment directly;

 

 • we have historically derived a significant portion of our revenues from centers located at a limited number of our hospital partners and regions;
 

 • we conduct our business in a heavily regulated industry;
 

 • any failure by our hospital partners to make contracted payments to us or any disputes over, or significant delays in receiving, such payments could have a material adverse effect
on our business and financial condition; and

 

 • our business may be harmed by technological and therapeutic changes or by shifts in doctors’ or patients’ preferences for alternative treatments.
 

See “Risk Factors” and other information included in this prospectus for a discussion of these and other risks and uncertainties.
 

Our History and Corporate Structure
 

Concord Medical Services Holdings Limited, or Concord Medical, was incorporated in the Cayman Islands on November 27, 2007 and became our ultimate holding company on
March 7, 2008, when the shareholders of Ascendium Group Limited, or Ascendium, a holding company incorporated in the British Virgin Islands on September 10, 2007, exchanged all of
their shares for shares of Concord Medical. Prior to that, on October 30, 2007, Ascendium had acquired 100% of the equity interest in Our Medical Services, Ltd., or OMS, resulting in a
change in control. We refer to this transaction as the OMS reorganization in this prospectus. Prior to the OMS reorganization, OMS, together with Shenzhen Aohua Medical
Services Co., Ltd., or Aohua Medical, in which OMS effectively held all of the equity interest at the time, operated all of our business.
 

Aohua Medical was incorporated by OMS on July 23, 1997 and OMS contributed RMB4.8 million to Aohua Medical, representing 90% of the equity interest in Aohua Medical. The
other 10% of Aohua Medical was held by two nominees who acted as the custodians of such equity interest. On June 10, 2009, this 10% equity interest was transferred to our subsidiary
Shenzhen Aohua Medical Leasing and Services Co., Ltd., or Aohua Leasing. The two nominees have not maintained their required capital contributions at any time subsequent to the
incorporation of Aohua Medical. Due to this capital deficiency as well as other legal conditions, the two nominees had no legal rights to participate either retrospectively or prospectively at
any time in any profits or losses of Aohua Medical or to share in any residual assets or any proceeds in the event that Aohua Medical encountered a liquidation event. For these reasons, we
do not account for this 10% equity interest as a minority interest in our consolidated results of operations or financial position.
 

On July 31, 2008, our subsidiary Ascendium acquired 100% of the equity interest in China Medstar together with its wholly owned PRC subsidiary, Medstar (Shanghai) Leasing Co.,
Ltd., or Shanghai Medstar, for approximately £17.1 million or approximately RMB238.7 million (US$35.0 million). China Medstar, through its then subsidiary Shanghai Medstar, engaged in
the provision of medical equipment leasing and management services to hospitals in the PRC. On August 17, 2009, 100% of the equity interest in Shanghai Medstar was transferred from
China Medstar to Ascendium.
 

On October 28, 2008, we acquired control of Beijing Xing Heng Feng Medical Technology Co., Ltd., or Xing Heng Feng Medical, through our subsidiaries Aohua Leasing and CMS
Hospital Management Co., Ltd., or CMS Hospital Management, by acquiring 100% of its equity interest, which corresponded to its then paid-in registered capital. We paid total
consideration of approximately RMB35.0 million (US$5.1 million) for this acquisition.
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We currently conduct substantially all of our operations through the following subsidiaries in the PRC:
 

 • Shenzhen Aohua Medical Services Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic center
management services to hospitals in the PRC;

 

 • Shenzhen Aohua Medical Leasing and Services Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic
equipment leasing services to hospitals in the PRC;

 

 • Medstar (Shanghai) Leasing Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the sale of medical equipment and the provision of radiotherapy and
diagnostic equipment leasing and management services to hospitals in the PRC;

 

 • CMS Hospital Management Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic equipment management
services to hospitals in the PRC; and

 

 • Beijing Xing Heng Feng Medical Technology Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic
equipment management services to hospitals in the PRC.

 

The following diagram illustrates our corporate structure and the place of organization of each of our subsidiaries as of the date of this prospectus.
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Corporate Information
 

Our principal executive offices are located at 18/F, Tower A, Global Trade Center, 36 North Third Ring Road East, Dongcheng District, Beijing, People’s Republic of China, 100013.
Our telephone number at this address is (86 10) 5903-6688 and our fax number is (86 10) 5957-5252. Our registered office in the Cayman Islands is at Scotia Centre, 4th Floor,
P.O. Box 2804, George Town, Grand Cayman, Cayman Islands KY1-1112.
 

Investor inquiries should be directed to us at the address and telephone number of our principal executive offices set forth above. Our website is www.cmsholdings.com. The
information contained on our website is not part of this prospectus. Our agent for service of process in the United States is National Registered Agents, Inc., located at 875 Avenue of the
Americas, Suite 501, New York, New York 10001.
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Conventions That Apply to This Prospectus
 

Unless otherwise indicated, references in this prospectus to:
 

 • “ADRs” are to the American depositary receipts, which, if issued, evidence our ADSs;
 

 • “ADSs” are to our American depositary shares, each of which represents             ordinary shares;
 

 • “China” and the “PRC” are to the People’s Republic of China, excluding, for the purposes of this prospectus only, Taiwan and the special administrative regions of Hong Kong
and Macau;

 

 • “ordinary shares” are to our ordinary shares, par value US$0.0001 per share;
 

 • “PRC subsidiaries” are to our subsidiaries incorporated in the People’s Republic of China, including Aohua Medical, Aohua Leasing, Shanghai Medstar, CMS Hospital
Management Co., Ltd., or CMS Hospital Management, and Xing Heng Feng Medical;

 

 • “RMB” and “Renminbi” are to the legal currency of China;
 

 • “US$” and “U.S. dollars” are to the legal currency of the United States;
 

 • “we,” “us,” “our company” and “our” are to Concord Medical Services Holdings Limited, its predecessor entities and its consolidated subsidiaries; and
 

 • “£” is to the legal currency of the United Kingdom of Great Britain and Northern Ireland.
 

Unless otherwise indicated, information in this prospectus: (i) assumes that the underwriters do not exercise their option to purchase up to an additional             ADSs
representing             ordinary shares from us and the selling shareholders; and (ii) does not include 4,765,800 ordinary shares reserved for issuance under our 2008 share incentive plan.
 

This prospectus contains translations of certain Renminbi amounts into U.S. dollars at specified rates. For all dates through December 31, 2008, all translations from Renminbi to
U.S. dollars were made at the noon buying rate in the City of New York for cable transfers in Renminbi per U.S. dollar as certified for customs purposes by the Federal Reserve Bank of New
York, or the noon buying rate. For January 1, 2009 and all later dates and periods, the exchange rate refers to the noon buying rate as set forth in the H.10 statistical release of the Federal
Reserve Board. Unless otherwise stated, the translation of Renminbi into U.S. dollars has been made at the noon buying rate in effect on September 30, 2009, which was RMB6.8262 to
US$1.00. We make no representation that the Renminbi or U.S. dollar amounts referred to in this prospectus could have been or could be converted into U.S. dollars or Renminbi, as the case
may be, at any particular rate or at all. See “Risk Factors — Risks Related to Doing Business in China — Fluctuations in the value of the Renminbi may have a material adverse effect on
your investment.” On November 13, 2009, the noon buying rate was RMB6.8260 to US$1.00.
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THE OFFERING
 

Price per ADS We currently estimate that the initial public offering price will be between US$             and US$             per ADS.
 

ADS offered by us              ADSs
 

ADS offered by the selling shareholders              ADSs
 

The ADSs Each ADS represents             ordinary shares, par value US$0.0001 per share. The ADSs may be evidenced by an
ADR.

 

The depositary will be the holder of the ordinary shares underlying the ADSs and you will have the rights of an ADS
holder as provided in the deposit agreement among us, the depositary and owners and beneficial owners of ADSs from
time to time.

 

You may surrender your ADSs to the depositary to withdraw the ordinary shares underlying your ADSs. The depositary
will charge you a fee for such an exchange.

 

We may amend or terminate the deposit agreement for any reason without your consent. If an amendment becomes
effective, you will be bound by the deposit agreement as amended if you continue to hold your ADSs.

 

To better understand the terms of the ADSs, you should carefully read the section in this prospectus entitled
“Description of American Depositary Shares.” We also encourage you to read the deposit agreement, which is an
exhibit to the registration statement that includes this prospectus.

 

Over-allotment option We and the selling shareholders have granted the underwriters an option, exercisable within 30 days from the date of
this prospectus, to purchase up to an aggregate of             additional ADSs representing             ordinary shares

 

Ordinary shares outstanding
immediately after the
offering

             ordinary shares (or             ordinary shares if the underwriters exercise the option to purchase additional ADSs
in full), excluding ordinary shares reserved for issuance under our 2008 share incentive plan.

 

ADSs outstanding immediately
after the offering

             ADSs (or             ADSs if the underwriters exercise the option to purchase additional ADSs in full).

 

Use of proceeds We will receive net proceeds from this offering of approximately US$             million, after deducting the underwriting
discounts and commissions and estimated aggregate offering expenses payable by us. We intend to use a portion of the
net proceeds we receive from this offering for the following purposes:

 

• approximately US$20 million to US$25 million to develop our Chang’an CMS International Cancer Center; and
 

• approximately US$25 million to US$30 million to develop our Beijing Proton Medical Center.
 

We will use the remaining portion of the net proceeds we receive from this offering for the expansion of our network of
centers and for general corporate purposes, including potential acquisitions of, or
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investments in, other businesses or technologies that we believe will complement our current operations and expansion
strategies. See “Use of Proceeds” for additional information.

 

We will not receive any of the proceeds from the sale of the ADSs by the selling shareholders.
 

Listing We have applied to have our ADSs traded on the New York Stock Exchange, or the NYSE. Our ordinary shares will
not be listed on any exchange or quoted for trading on any over-the-counter trading system.

 

NYSE trading symbol CCM
 

Lock-up We, our directors, executive officers and all existing shareholders have agreed with the underwriters, subject to certain
exceptions, not to sell, transfer or dispose of any of our ADSs, ordinary shares or similar securities for a period of
180 days after the date of this prospectus. See “Underwriting.”

 

Reserved ADSs At our request, the underwriters have reserved for sale, at the public offering price, up to an aggregate of      ADSs
offered by this prospectus to our directors, officers, employees, business associates and related persons through a
reserved share program.

 

Depositary JPMorgan Chase Bank, N. A.
 

Payment and settlement The ADSs are expected to be delivered against payment on            , 2009. The ADSs will be deposited with a custodian
for, and registered in the name of a nominee of, The Depository Trust Company, or DTC, in New York, New York.
Initially, beneficial interests in the ADSs will be shown on, and transfers of these beneficial interest will be effected
through, records maintained by DTC and its direct and indirect participants.

 

Risk factors See “Risk Factors” and other information included in this prospectus for a discussion of factors you should carefully
consider before deciding to invest in the ADSs.
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SUMMARY CONSOLIDATED FINANCIAL AND OPERATING DATA
 

Concord Medical was incorporated on November 27, 2007. On March 7, 2008, the shareholders of Ascendium exchanged their shares in Ascendium for shares of Concord Medical.
As a result, Concord Medical became our ultimate holding company. Our financial statements have been prepared as if the current corporate structure had been in existence from
September 10, 2007, the date on which Ascendium was incorporated. Prior to the OMS reorganization, which became effective on October 30, 2007, OMS, together with Aohua Medical, in
which OMS effectively held all of the equity interest at the time, operated all of the business of our company. As a result of the OMS reorganization, there was a change in control of OMS
with the Ascendium shareholders effectively acquiring OMS from the OMS shareholders. For additional information relating to our history and reorganization, see “Our History and
Corporate Structure.” For financial statements reporting purposes, OMS is deemed to be the predecessor reporting entity for periods prior to October 30, 2007. In our discussion for the year
ended December 31, 2007, we refer to certain financial statement line items as “combined” for comparative purposes, which do not comply with U.S. GAAP. The unaudited combined
amounts represent the addition of the amounts for certain financial statement line items of OMS, our predecessor, for the period from January 1, 2007 to October 30, 2007, and the amounts
for the corresponding line items of Concord Medical for the period from September 10, 2007 to December 31, 2007. We have included these unaudited combined amounts as we believe they
are helpful for the reader to gain a better understanding of results of operations for a complete fiscal year and to improve the comparative analysis against the results of operations for the year
ended December 31, 2008. These unaudited combined amounts do not purport to represent what our financial position, results of operations or cash flows would have been if the OMS
reorganization had occurred on January 1, 2007.
 

The following summary consolidated statements of operations and other consolidated financial data for the period from January 1, 2007 to October 30, 2007, for the period from
September 10, 2007 to December 31, 2007 and for the year ended December 31, 2008 (other than the net loss per ADS data) and the summary consolidated balance sheet data as of
December 31, 2007 and 2008 have been derived from our audited consolidated financial statements, which are included elsewhere in this prospectus. The following summary consolidated
statements of operations and other consolidated financial data for the nine months ended September 30, 2008 and 2009 (other than the net loss per ADS data) and summary consolidated
balance sheet data as of September 30, 2009 have been derived from our unaudited condensed consolidated financial statements, which are included elsewhere in this prospectus. We have
prepared the unaudited condensed consolidated financial statements on the same basis as our audited consolidated financial statements. The unaudited condensed consolidated financial
statements include all adjustments, consisting only of normal and recurring adjustments, which we consider necessary for a fair presentation of our financial position and operating results for
the periods presented. You should read the summary consolidated financial data in conjunction with those financial statements and the related notes and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” included elsewhere in this prospectus. Our consolidated financial statements are prepared and presented in accordance with
United States generally accepted accounting principles, or US GAAP. Our historical results are not necessarily indicative of our results expected for future periods.
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     Concord     
     Medical           
  Predecessor   (Successor)  Combined  Concord Medical (Successor)
  Period from   Period from         
  January 1,   September 10,         
  2007 to   2007 to  Year Ended       
  October 30,   December 31,  December 31,    Nine Months Ended September 30,
  2007   2007  2007  Year Ended December 31, 2008  2008  2009
     RMB  RMB  RMB  US$       
  RMB           RMB  RMB  US$
  (in thousands, except share, per share and per ADS data)

Summary Consolidated Statements of Operations Data                                  
Revenues, net of business tax, value-added tax and related

surcharges:                                  
Lease and management services   63,082    13,001   76,083   155,061   22,716   94,296   184,937   27,092 
Management services   4,340    982   5,322   12,677   1,857   7,519   20,096   2,944 
Other, net   —     —    —    4,051   593   178   624   91 

                                  

Total net revenues   67,422    13,983   81,405   171,789   25,166   101,993   205,657   30,127 
Cost of revenues:                                  

Lease and management services   (20,396)    (1,908)   (22,304)   (25,046)   (3,669)   (14,671)   (42,144)   (6,174)
Amortization of acquired intangibles   —     (2,002)   (2,002)   (20,497)   (3,003)   (13,671)   (20,388)   (2,987)
Management services   (20)    (4)   (24)   (54)   (8)   (19)   (9)   (1)

                                  

Total cost of revenues   (20,416)    (3,914)   (24,330)   (45,597)   (6,680)   (28,361)   (62,541)   (9,162)
                                  

Gross profit   47,006    10,069   57,075   126,192   18,486   73,632   143,116   20,965 
Operating expenses:                                  

Selling expenses   (1,601)    (757)   (2,358)   (5,497)   (805)   (3,275)   (4,463)   (654)
General and administrative expenses(1)   (8,467)    (57,171)   (65,638)   (18,869)   (2,764)   (12,468)   (19,687)   (2,884)

                                  

Operating income (loss)   36,938    (47,859)   (10,921)   101,826   14,917   57,889   118,966   17,427 
Other (loss) income   (2,494)    (649)   (3,143)   578   84   (5,262)   (4,275)   (626)
                                  

(Loss) income before income taxes   34,444    (48,508)   (14,064)   102,404   15,001   52,627   114,691   16,801 
Income tax (expense) benefit   (15,014)    182   (14,832)   (23,335)   (3,418)   (12,611)   (25,734)   (3,770)
                                  

Net (loss) income   19,430    (48,326)   (28,896)   79,069   11,583   40,016   88,957   13,031 
                                  

Accretion of Series A contingently redeemable convertible preferred
shares   —     —    —    (270,343)   (39,604)   (262,286)   (23,851)   (3,494)

Accretion of Series B contingently redeemable convertible preferred
shares   —     —    —    (304,763)   (44,646)   —    (38,383)   (5,623)

Net income (loss) attributable to ordinary shareholders   19,430    (48,326)   (28,896)   (496,037)   (72,667)   (222,270)   26,723   3,914 
                                  

Earning (loss) per share — basic and diluted   0.39    (0.97)   (0.58)   (8.63)   (1.26)   (3.67)   0.38   0.06 
Earning (loss) per ADS — basic and diluted                                  
Shares used in computation — basic and diluted(2)   50,000,000    50,000,000   50,000,000   57,481,400   57,481,000   60,621,700   70,428,100   70,428,100 
ADSs used in computation — basic and diluted                                  
 

 

(1) Our general and administrative expenses include share-based compensation expenses related to certain share options granted in 2007 that amounted to RMB49.5 million, RMB4.2 million (US$0.6 million) and RMB4.2 million in
2007, 2008 and for the nine months ended September 30, 2008, respectively. We did not recognize any share-based compensation expenses for the nine months ended September 30, 2009.

 

(2) On November 17, 2009, we effected a share split whereby all of our issued and outstanding 704,281 ordinary shares of a par value of US$0.01 per share were split into 70,428,100 ordinary shares of US$0.0001 par value per share
and the number of our authorized shares were increased from 4,500,000 to 450,000,000. The share split has been retroactively reflected in this prospectus so that share number, per share price and par value data are presented as if the
share split had occurred from our inception.

 

10



Table of Contents

                             

  Actual  Pro Forma as
  As of December 31,  As of September 30,  Adjusted as of
  2007  2008  2008  2009  September 30, 2009(1)

  RMB  RMB  US$  RMB  US$  RMB  US$
  (in thousands)

 

Summary Consolidated Balance Sheet Data                             
Cash   39,792   353,991   51,858   285,703   41,854                               
Total current assets   66,135   492,978   72,219   466,487   68,338         
Property, plant and equipment, net   54,703   349,121   51,144   557,433   81,661   557,433   81,661 
Goodwill   259,282   300,163   43,972   300,163   43,972   300,163   43,972 
Acquired intangible assets, net   129,998   181,838   26,638   161,450   23,652   161,450   23,652 
                             

Total assets   543,023   1,514,395   221,850   1,673,254   245,122         
                             

Long-term bank borrowings, current portion   —    39,840   5,836   44,880   6,575   44,880   6,575 
Long-term bank borrowings, non-current portion   —    52,120   7,635   104,912   15,369   104,912   15,369 
Series A contingently redeemable convertible preferred shares   —    254,358   37,262   269,017   39,409   —    —  
Series B contingently redeemable convertible preferred shares   —    411,101   60,224   434,036   63,584   —    —  
Total shareholders’ equity   394,878   565,020   82,772   591,582   86,663         
                             

Total liabilities and shareholders’ equity   543,023   1,514,395   221,850   1,673,254   245,122         
                             

 

 

(1) Pro forma as adjusted summary consolidated balance sheet data take into account (i) the automatic conversion of all our outstanding contingently redeemable convertible preferred shares into           of our ordinary shares immediately
upon the completion of this offering and (ii) the issuance and sale of           ordinary shares in the form of ADSs by us in this offering, assuming an initial public offering price of US$          per ADS, the midpoint of the estimated
range of the initial public offering price, after deducting estimated underwriting discounts and commissions and estimated aggregate offering expenses payable by us and assuming no exercise of the underwriters’ option to purchase
additional ADSs and no other change to the number of ADSs sold by us as set forth on the cover of this prospectus. Assuming the number of ADSs offered by us as set forth on the cover page of this prospectus remains the same, and
after deduction of underwriting discounts and commissions and the estimated offering expenses payable by us, a US$1.00 increase (decrease) in the assumed initial public offering price of US$           per ADS would increase
(decrease) each of cash, total current assets, total assets, total shareholders’ equity and total liabilities and shareholders’ equity by US$           million.

 
                              

 
  Predecessor   Concord Medical (Successor)
  Period   Period       
  from   from       
  January 1,   September 10,       
  2007 to   2007 to       
  October 30,   December 31,    Nine Months Ended September 30,
  2007   2007  Year Ended December 31, 2008  2008  2009
  RMB   RMB  RMB  US$  RMB  RMB  US$
  (in thousands)

Selected Consolidated Statements of Cash Flow Data                              
Net cash generated from operating activities   44,593    6,103   46,774   6,852   27,370   104,500   15,308 
Net cash used in investing activities(1)   (50,452)    (30,441)   (376,371)   (55,136)   (300,692)   (223,426)   (32,731)
Net cash generated from financing activities   6,020    63,225   649,494   95,147   278,407   50,829   7,448 
Exchange rate effect on cash   —     138   (5,698)   (834)   (5,949)   (191)   (29)
Net increase (decrease) in cash   161    39,025   314,199   46,029   (864)   (68,288)   (10,004)
 

 

(1) Net cash used in investing activities in 2008 and for the nine months ended September 30, 2008 and 2009 includes cash used for acquisitions, net of cash acquired, of RMB231.5 million (US$33.9 million), RMB219.1 million and
RMB21.5 million (US$3.2 million), respectively.
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     Concord     
     Medical           
     (Successor)  Combined  Concord Medical (Successor)
  Predecessor   Period         
  Period   from         
  from January 1,   September 10,         
  2007 to   2007 to  Year Ended       
  October 30,   December 31,  December 31,    Nine Months Ended September 30,
  2007   2007  2007  Year Ended December 31, 2008  2008  2009
  RMB   RMB  RMB  RMB  US$  RMB  RMB  US$
  (in thousands)

Non-GAAP Financial Data                                  
Adjusted EBITDA(1)   54,844    4,753   59,597   144,167   21,120   85,188   174,455   25,556 
 

 

(1) Adjusted EBITDA is defined as net (loss) income plus interest, taxes, depreciation and amortization, share-based compensation expenses and other adjustments. Adjusted EBITDA is used by management to evaluate our financial
performance and determine the allocation of resources and provides the management with the ability to determine our return on capital expenditure relating to our purchase of medical equipment used in our network of centers and
businesses acquired. Items that are eliminated from the calculation of Adjusted EBITDA are collectively managed by our senior executive officers, taking into consideration our strategic, business and financial goals. Depreciation
and amortization are primarily managed by our chief executive officer, our chief operating officer and our chief financial officer. Share-based compensation expense is primarily managed by our chief executive officer and our
financial officers. Interest expense and income, income tax expense or benefit and all other items eliminated from the calculation of Adjusted EBITDA are primarily managed by our chief executive officer, our financial controller and
corporate vice president. In addition, we believe that Adjusted EBITDA will be a key metric analyzed in determining the amount of new debt financing that may be available to us and, therefore, we believe this measure provides
investors with additional information about our ability to fund our growth through debt financing, if needed. Furthermore, Adjusted EBITDA eliminates the impact of items that we do not consider indicative of the performance of our
network of centers. For example, depreciation and amortization expenses relating to the medical equipment used in our network of centers and acquired intangibles represented historical accrued expenditures that are not indicative of
the operating performance of our network of centers during the periods presented. We believe investors will similarly use Adjusted EBITDA as one of the key metrics to evaluate our financial performance and to compare our current
operating results with corresponding historical periods and with other companies in the healthcare services industry. The presentation of Adjusted EBITDA should not be construed as an indication that our future results will be
unaffected by other charges and gains we consider to be outside the ordinary course of our business.

 

The use of Adjusted EBITDA has certain limitations. Items excluded from Adjusted EBITDA are significant components in understanding and assessing our operating and financial performance. Depreciation and amortization
expense, income tax expense, interest expense and interest income as well as share-based compensation expenses have been and will be incurred in our business and are not reflected in the presentation of Adjusted EBITDA. Each of
these items should also be considered in the overall evaluation of our results. Additionally, Adjusted EBITDA does not consider capital expenditures and other investing activities and should not be considered as a measure of our
liquidity. We compensate for these limitations by providing the relevant disclosure of our depreciation and amortization expense, interest expense and interest income, income tax expense, capital expenditures as well as share-based
compensation expenses and other relevant items both in our reconciliations to the U.S. GAAP financial measures and in our consolidated financial statements, all of which should be considered when evaluating our performance. The
term Adjusted EBITDA is not defined under U.S. GAAP, and Adjusted EBITDA is not a measure of net income, operating income, operating performance or liquidity presented in accordance with U.S. GAAP. When assessing our
operating and financial performance, you should not consider this data in isolation or as a substitute for our net income, operating income or any other operating performance measure that is calculated in accordance with U.S. GAAP.
In addition, our Adjusted EBITDA may not be comparable to Adjusted EBITDA or similarly titled measures utilized by other companies since such other companies may not calculate Adjusted EBITDA in the same manner as we
do.
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The following table is a reconciliation of Adjusted EBITDA to net income, the most directly comparable financial measure calculated and presented in accordance with U.S. GAAP:
 
                                  

 
             Nine Months Ended September 30,
     Concord     
  Predecessor   Medical         
  Period from   (Successor)  Combined  Concord Medical (Successor)
  January 1,   Period from         
  2007 to   September 10, 2007 to  Year Ended       
  October 30,   December 31,  December 31,       
  2007   2007  2007  Year Ended December 31, 2008  2008  2009
  RMB   RMB  RMB  RMB  US$  RMB  RMB  US$
  (in thousands)

Net (loss) income   19,430    (48,326)   (28,896)   79,069   11,583   40,016   88,957   13,031 
Interest expense, net   939    279   1,218   7,025   1,029   5,177   4,057   594 
Income tax expense (benefit)   15,014    (182)   14,832   23,335   3,418   12,611   25,734   3,770 
Depreciation and amortization   17,906    3,086   20,992   38,126   5,585   23,084   55,489   8,129 
Share-based compensation expenses   —     49,526   49,526   4,215   617   4,215   —    —  
Other adjustments*   1,555    370   1,925   (7,603)   (1,114)   85   218   32 

                                  

Adjusted EBITDA   54,844    4,753   59,597   144,167   21,120   85,188   174,455   25,556 
                                  

 

       

 

     *  Other adjustments include change in fair value of convertible notes, foreign exchange loss and other income.
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  As of December 31,  As of September 30,
Operating Data(1)  2007  2008  2009
 

Number of primary medical equipment owned:             
Linear accelerators   1   12   16 
Head gamma knife systems   15   15   16 
Body gamma knife systems   8   9   10 
PET-CT scanners   —   3   7 
MRI scanners   2   10   16 
Others(2)   8   15   16 

             

Total   34   64   81 
             

 
             

  Year Ended December 31,  Nine Months Ended September 30,
  2007  2008  2009

 

Number of patient cases treated or diagnosed by our primary medical equipment:             
Linear accelerators   697   4,678   8,554 
Head gamma knife systems   8,493   9,455   7,767 
Body gamma knife systems   2,635   3,057   2,706 
PET-CT scanners   —    1,929   3,766 
MRI scanners   11,830   31,827   57,972 

 
                          

 
  Predecessor   Concord Medical (Successor)  Combined  Concord Medical (Successor)
  Period from   Period from         
  January 1, 2007   September 1,  Year Ended       
  to October 30,   2007 to  December 31,    Nine Months Ended September 30,
  2007   December 31, 2007  2007  Year Ended December 31, 2008  2008  2009

 
  (in RMB thousands)

Total net revenues generated by our primary medical
equipment under lease and management services
arrangements:                          
Linear accelerators   3,206    877   4,083   40,506   21,588   60,183 
Head gamma knife systems   40,408    8,731   49,139   65,365   47,096   51,673 
Body gamma knife systems   13,537    2,565   16,102   20,071   12,225   18,204 
PET-CT scanners   —     —    —    5,241   578   14,289 
MRI scanners   2,899    437   3,336   15,123   7,515   27,618 
Others(2)   3,032    391   3,423   8,755   5,294   12,970 

                          

Total net revenues — lease and management services   63,082    13,001   76,083   155,061   94,296   184,937 
                          

 

 

(1) Excluding data from seven, eight and two centers under service-only agreements as of December 31, 2007, December 31, 2008 and September 30, 2009, respectively.
 

(2) Other primary medical equipment used includes computed tomography scanners, or CT scanners, and emission computed tomography scanners, or ECT scanners, for diagnostic imaging, electroencephalography for the diagnosis of
epilepsy, thermotherapy to increase the efficacy of and for pain relief after radiotherapy and chemotherapy, high intensity focused ultrasound therapy for the treatment of cancer, stereotactic radiofrequency ablation for the treatment
of Parkinson’s Disease and refraction and tonometry for the diagnosis of ophthalmic conditions.
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SUMMARY UNAUDITED PRO FORMA CONSOLIDATED COMBINED FINANCIAL DATA
FOR THE YEAR ENDED DECEMBER 31, 2008

 

The following summary unaudited pro forma combined financial information has been derived by the application of pro forma adjustments to the historical consolidated financial
statements of Concord Medical and the financial statements of China Medstar for the year ended December 31, 2008. Concord Medical’s and China Medstar’s historical information has been
derived from their respective audited financial statements, included elsewhere in this prospectus. The unaudited pro forma combined income statement data give effect to our acquisition of
China Medstar as if it had been completed on January 1, 2008.
 

The following unaudited pro forma combined financial information should be read in conjunction with our and China Medstar’s historical financial statements and the related notes
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this prospectus. The preparation of the unaudited pro forma combined
financial data appearing below is based on financial statements prepared in accordance with U.S. GAAP. These principles require the use of estimates that affect the reported amounts of
assets, liabilities, revenues and expenses. Actual results could differ from those estimates. While the unaudited pro forma combined financial information is helpful in showing the financial
characteristics of the combined companies, it is not intended to show how the combined companies would have actually performed if the events described above had in fact occurred on the
dates assumed or to project the results of operations for any future date or period. We have included in the unaudited pro forma combined financial statements all the adjustments, consisting
of normal recurring adjustments, necessary for a fair presentation of the results of operations in the historical periods. The actual consolidated results of operations may differ significantly
from the pro forma amounts reflected below.
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        Pro Forma   Pro Forma  
  Concord Medical   China Medstar   Adjustment   Combined  

     Seven-month        
  Year Ended   Period Ended        
  December 31, 2008   July 31, 2008      2008  

  RMB   RMB      RMB   US$  
  (in thousands, except share, per share and per ADS data)     

 

Summary Unaudited Pro Forma Condensed Combined Statement of Operations
Data                     

Revenue, net of business tax, value-added tax and related surcharges:                     
Lease and management services   155,061   48,745       203,806   29,856 
Management services   12,677   7,980       20,657   3,026 
Other, net   4,051   6,148       10,199   1,494 

                     

Total net revenues   171,789   62,873       234,662   34,377 
                     

Cost of revenues:                     
Lease and management services   (25,046)   (14,806)   5,624(1)   (34,228)   (5,014)

                     
Amortization of acquired intangibles   (20,497)   —    (5,743)(1)  (26,240)   (3,844)
Management services   (54)   (63)       (117)   (17)

                     

Total cost of revenues   (45,597)   (14,869)       (60,585)   (8,875)
                     

Gross profit   126,192   48,004       174,077   25,501 
Operating expenses:                     
Selling expenses   (5,497)   (1,581)       (7,078)   (1,037)
General and administrative expenses   (18,869)   (8,340)       (27,209)   (3,986)
                     

Operating income   101,826   38,083       139,790   20,478 
Interest expense   (7,455)   (1,585)       (9,040)   (1,324)
Change in fair value of convertible notes   (464)   —        (464)   (68)
Foreign exchange loss   (325)   (230)       (555)   (81)
Loss from disposal of equipment   658   —        658   96 
Interest income   430   32       462   68 
Other income (expense)   7,734   (200)       7,534   1,104 
                     

Income before income taxes   102,404   36,100       138,385   20,273 
Income tax expenses   (23,335)   (8,445)   21(2)   (31,759)   (4,653)
                     

Net income from continuing operations   79,069   27,655       106,626   15,620 
                     

Pro forma income per share from continuing operations                     
Basic and diluted   1.38           1.85   0.27 
                     

Weighted average number of ordinary shares outstanding:                     
Basic and diluted   57,481,400           57,481,400   57,481,400 
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(1) The aggregate purchase price of approximately £17.1 million (RMB238.7 million or US$35.0 million) for the purchase of China Medstar is comprised of the following:
 
         

  RMB   US$  
  (in thousands)  

 

Goodwill   21,210   3,107 
Current assets   77,053   11,287 
Long-term receivable   9,397   1,377 
Property, plant and equipment   217,965   31,931 
Other intangible assets- customer relationships and operating leases   52,380   7,673 
Deposit for property, plant and equipment   83,505   12,233 
Deferred tax assets, non-current portion   23,089   3,382 
Deferred tax liabilities, non-current portion   (12,529)   (1,835)
Liabilities assumed   (233,323)   (34,180)
         

Total consideration paid   238,747   34,975 
         

 

The preliminary purchase price allocation and preliminary intangible asset valuations described above were based on valuation work determined by us with the assistance of American Appraisal China Limited, an independent
valuation firm. The valuation report utilizes and considers generally accepted valuation methodologies such as the income, market, cost and actual transaction of shares approach. We have incorporated certain assumptions which
include projected cash flows and replacement costs.

 

This adjustment of RMB5.6 million reflects an additional seven full months of amortization of the acquired intangibles recorded as a result of our acquisition of China Medstar on July 31, 2008 as if the acquisition had been
consummated on January 1, 2008.

 

This adjustment of RMB5.7 million reflects an additional reduction in depreciation expense as if the acquisition had been consummated on January 1, 2008 related to medical equipment because the assigned estimated fair values are
lower than the net book values as at the acquisition date.

 

(2) Reflects the adjustment to income tax expense based on the pro forma adjusting entries to depreciation expense and amortization expense discussed above.
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RISK FACTORS
 

Risks Related to Our Company
 

We may encounter difficulties in successfully opening new centers or renewing agreements for existing centers due to the limited number of suitable hospital partners and their
potential ability to finance the purchase of medical equipment directly.

 

Our growth was driven by our ability to expand our network of radiotherapy and diagnostic imaging centers by primarily entering into new agreements with top-tier hospitals in
China, which are 3A hospitals, the highest ranked hospitals by quality and size in China as determined in accordance with the standards of the MOH. The agreements that hospitals enter into
with us and our competitors are typically long-term in nature with terms of up to 20 years. As a result, in any locality or at any given time, there may only be a limited number of top-tier
hospitals that have not yet entered into long-term agreements with us or our competitors and with which we are able to enter into new agreements. In addition, quotas imposed by government
authorities as to the number and type of certain medical equipment that can be purchased, such as head gamma knife systems or PET-CT scanners, will further limit the number of top-tier
hospitals that we or our competitors can enter into agreements within a given period. See “— Risks Related to Our Industry — Healthcare administrative authorities in China currently set
procurement quotas for certain types of medical equipment.” Due to the limited supply of suitable top-tier hospitals and increasing competition, we may not be able to enter into agreements
with new hospital partners or renew agreements with existing hospital partners on terms as favorable as those that we have been able to obtain in the past, or at all. Agreements with our
hospital partners for three of the centers in our network, which accounted for 7.3% of our total net revenues in the nine months ended September 30, 2009, will expire in 2010. Some of our
competitors may have greater financial resources than us, which may provide them with an advantage in negotiating new agreements with hospitals, including our existing hospital partners.
In addition, if adequate funding becomes available for hospitals to purchase medical equipment directly, hospitals may choose to purchase and manage radiotherapy and diagnostic imaging
equipment on their own instead of entering into or renewing agreements with us or our competitors. If we are unable to compete effectively in entering into agreements with new hospital
partners or to renew existing agreements on favorable terms, or at all, or if hospitals choose to purchase and manage their own medical equipment, our growth prospects could be materially
and adversely affected. Finally, the development of new centers generally involves a ramp-up period during which time the operating efficiency of such centers may be lower than our
established centers, which may negatively affect our profitability.
 

We have historically derived a significant portion of our revenues from centers located at a limited number of our hospital partners and regions in which we operate and our
accounts receivable are also concentrated with a few hospital partners.

 

We have historically derived a large portion of our total net revenues from a limited number of our partner hospitals. For the period from January 1, 2007 to October 30, 2007, the
period from September 10, 2007 to December 31, 2007, for the year ended December 31, 2008 and for the nine months ended September 30, 2008 and 2009, net revenues derived from our
top five hospital partners amounted to approximately 61.6%, 64.7%, 37.8%, 42.2% and 34.1% of our total net revenues, respectively. For these same five periods, three, three, one, one and
two of our hospital partners, respectively, accounted for more than 10.0% of our total net revenues, and our largest hospital partner accounted for 21.7%, 24.2%, 13.5%, 14.4% and 10.7% of
our total net revenues during those periods, respectively. In addition, centers located in Beijing, Henan province and Guangdong province accounted for 26.1%, 11.0% and 8.0% of our total
net revenues in 2008, respectively, and 21.9%, 10.6% and 9.0% of our total net revenues for the nine months ended September 30, 2009, respectively. We may continue to experience such
revenue concentration in the future. Due to the concentration of our revenues and dependence on a limited number of hospital partners, any one or more of the following events, among
others, may cause material fluctuations or declines in our revenues and could have a material adverse effect on our financial condition, results of operations and prospects:
 

 • reduction in the number of patient cases at the centers located at these partner hospitals;
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 • loss of key experienced medical professionals;
 

 • decrease in the profitability of such centers;
 

 • failure to maintain or renew our agreements with these hospital partners;
 

 • any failure of these hospital partners to pay us our contracted percentage of any such center’s revenue net of specified operating expenses;
 

 • any regulatory changes in the geographic areas where our hospital partners are located; or
 

 • any other disputes with these hospital partners.
 

In addition, three of our hospital partners, including two of our top five hospital partners, accounted for 36.4% of our total accounts receivable as of September 30, 2009. Any
significant delay in the payment of such accounts receivable could have a material impact on our financial condition and results of operations.
 

We conduct our business in a heavily regulated industry.
 

The operation of our network of centers is subject to various laws and regulations issued by a number of government agencies at the national and local levels. Such rules and
regulations relate mainly to the procurement of large medical equipment, the pricing of medical services, the operation of radiotherapy and diagnostic imaging equipment, the licensing and
operation of medical institutions, the licensing of medical staff and the prohibition on non-profit civilian medical institutions from entering into cooperation agreements with third parties to
set up for-profit centers that are not independent legal entities. Our growth prospects may be constrained by such rules and regulations, particularly those relating to the procurement of large
medical equipment. See “Regulation of Our Industry” for a discussion of the regulations applicable to us and our business. Also, for a detailed discussion of the specific regulatory risks we
face, see “— Risks Related to Our Industry.” If we or our hospital partners fail to comply with such applicable laws and regulations, we could be required to make significant changes to our
business and operations or suffer fines or penalties, including the potential loss of our business licenses, the suspension from use of our medical equipment, and the suspension or cessation of
operations at centers in our network. In addition, many of the agreements we have entered into with our hospital partners provide for termination in the event of major government policy
changes that cause the agreements to become inexecutable. Our hospital partners may invoke such termination right to our disadvantage.
 

We depend on our hospital partners to recruit and retain qualified doctors and other medical professionals to ensure the high quality of treatment services provided in our
network of centers.

 

Our success is dependent in part upon our hospital partners’ ability to recruit and retain doctors and other medical professionals and on our and our hospital partners’ ability to train
and manage these medical professionals. Although we may help our hospital partners to identify and recruit suitable, qualified doctors and other medical professionals, almost all of these
medical professionals are employed by our partner hospitals rather than by us. As a result, we may have little control over whether such medical professionals will continue to work in the
centers in our network. In addition, there is a limited pool of qualified medical professionals with expertise and experience in radiotherapy and diagnostic imaging in China, and our hospital
partners face competition for such qualified medical professionals from other public hospitals, private healthcare providers, research and academic institutions and other organizations. In the
event that our hospital partners fail to recruit and retain a sufficient number of these medical professionals, the resulting shortage could adversely affect the operation of centers in our
network and our growth prospects.
 

Any failure by our hospital partners to make contracted payments to us or any disputes over, or significant delays in receiving, such payments could have a material adverse
effect on our business and financial condition.

 

Most of the centers in our network are established through long-term lease and management services arrangements entered into with our hospital partners. We also provide
management services to certain radiotherapy and diagnostic imaging centers through service-only agreements. Payments for treatment and
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diagnostic imaging services provided in the centers in our network are typically collected by our hospital partners who then pass on to us our contracted percentage of such revenue net of
specific operating expenses on a periodic basis. Our total outstanding accounts receivable from our hospital partners were RMB92.8 million (US$13.6 million) and RMB119.1 million
(US$17.5 million) as of December 31, 2008 and September 30, 2009, respectively. As of September 30, 2009, approximately 22.6% of our accounts receivable reported on our consolidated
balance sheet as of December 31, 2008 were still outstanding. The average turnover days of the accounts receivable for the nine months ended September 30, 2009 were 117 days. Any
failure by our hospital partners to pay us our contracted percentage, or any disputes over or significant delays in receiving such payments from our hospital partners, for any reason, could
negatively impact our financial condition. Accordingly, any failure by us to maintain good working relationships with our hospital partners, or any dissatisfaction on the part of our hospital
partners with our services, could negatively affect the operation of the centers and our ability to collect revenue, reduce the likelihood that our agreements with hospital partners will be
renewed, damage our reputation and otherwise have a material adverse effect on our business, financial condition and results of operation.
 

We may not be able to effectively manage the expansion of our operations through new acquisitions or joint ventures or to successfully realize the anticipated benefits of any
such acquisition or joint venture.

 

We have historically complemented our organic development of new centers through the selective acquisition of complementary businesses or assets or the formation of joint
ventures, and we may continue to do so in the future. For example, we recently experienced a significant growth in our business and increase in our results of operations as a result of our
acquisition of China Medstar and other businesses. The identification of suitable acquisition targets or joint venture candidates can be difficult, time consuming and costly, and we may not be
able to successfully capitalize on identified opportunities. We may not be able to continue to grow our business as anticipated if we are unable to successfully identify and complete potential
acquisitions in the future. Even if we successfully complete an acquisition or establish a joint venture, we may not be able to successfully integrate the acquired businesses or assets or
cooperate successfully with the joint venture partner. Integration of the acquired business or assets or cooperation with the joint venture partners can be expensive, time consuming and may
strain our resources. Such integration or cooperation could also require significant attention from our management team, which may prevent key members of our management from focusing
on other important aspects of our business.
 

In addition, we may be unable to successfully integrate or retain employees or management of the acquired businesses or assets or retain the acquired entity’s patients, suppliers or
other partners. Consequently, we may not achieve the anticipated benefits of any acquisitions or joint ventures. Furthermore, future acquisitions or joint ventures could result in potentially
dilutive issuances of equity or equity-linked securities or the incurrence of debt, contingent liabilities or expenses, or other charges, any of which could have a material adverse effect on our
business, financial condition and results of operations.
 

We may not be successful in negotiating the conversion of a few of our cooperation agreements with our partner hospitals into lease and management agreements due to
regulatory changes.

 

Since the effectiveness in September 2000 of the Implementation Opinions on the Classified Management of Urban Medical Institutions, which was promulgated by the MOH, the
State Administration of Traditional Chinese Medicine, the Ministry of Finance and the National Development Reform Committee, or NDRC, non-profit civilian medical institutions are no
longer permitted to enter into cooperation agreements or to continue to operate under existing cooperation agreements with third parties pursuant to which the parties jointly invest in or
cooperate to set up for-profit centers or units that are not independent legal entities. However, according to the Opinions on Certain Issues Regarding Classified Management of Urban
Medical Institutions issued in July 2001 by the same authorities, a non-profit civilian medical institution may, if lacking sufficient funds to purchase medical equipment outright, enter into a
leasing agreement pursuant to which the medical institution leases medical equipment from its partner at market rates. To comply with these regulatory changes, we have transitioned most of
our cooperation agreements with non-profit civilian hospitals to lease and management agreements. However, we are still negotiating the transition of our cooperation agreements relating to
13 of our centers located at eight of our partner hospitals, which centers’ combined revenues in 2008 and for the nine months ended September 30, 2009 constituted approximately 17.3% and
11.6% of our total net revenues during those two periods, respectively. Although neither we nor any of our hospital partners have incurred any penalties to date for continuing to operate
under cooperation agreements at
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these centers, there can be no assurance that we will not incur penalties in the future or that we will be able to successfully negotiate the conversion of these agreements. If we are unable to
successfully negotiate the conversion of our cooperation agreements with these hospitals or if government authorities decide to assess penalties against either us or our hospital partners or to
suspend the operation of these centers before we are able to complete the transition, our business, financial condition and results of operation could be materially and adversely affected.
 

We are not aware of any similar restriction on cooperation agreements imposed on military hospitals, which are hospitals owned and regulated by the military but are otherwise the
same as other government-owned civilian hospitals open to the public, by military healthcare administrative authorities. Accordingly, we have maintained our cooperation agreements with
nine military hospitals as of September 30, 2009. However, as military hospitals are also government-owned, if military hospitals are required by military healthcare administrative
authorities to transition away from cooperation agreements in the future, we will have to negotiate a similar conversion of the agreements with our military hospital partners. If we are unable
to successfully negotiate lease and management or other alternative agreements with our existing military hospital partners on terms not less favorable than those under our cooperation
agreements, our business, financial condition and results of operation may be adversely affected.
 

We cannot assure you that government authorities will not interpret regulations differently from us to find that our lease and management agreements are still not in compliance
with relevant regulations.

 

Based on the opinion of our PRC counsel, Jingtian & Gongcheng Attorneys At Law, we believe that our lease and management agreements with civilian public hospital partners,
which terms continue to provide that our revenues from hospital-based centers are to be calculated based on contracted percentages of each center’s revenue net of specified operating
expenses, are in compliance with the Implementation Opinions on the Classified Management of Urban Medical Institutions and the Opinions on Certain Issues Regarding Classified
Management of Urban Medical Institutions. However, we and our PRC counsel cannot assure you that the MOH or other competent authorities will not interpret these regulations differently
to find that our lease and management agreements are still not in compliance with such regulations, in which instance, such authorities could, among other things, declare our lease and
management agreements to be void, order our civilian hospital partners to terminate such agreements with us, order our civilian hospitals partners to suspend or cease operation of the centers
governed by such agreements, suspend the use of our medical equipment, or confiscate revenues generated under the noncompliant agreements. Furthermore, we may have to change our
business model which may not be successful. If any of the above were to occur, our business, financial condition and results of operation could be materially and adversely affected.
 

There may be corrupt practices in the healthcare industry in China, which may place us at a competitive disadvantage if our competitors engage in such practices and may harm
our reputation if our hospital partners and the medical personnel who work in our centers, over whom we have limited control, engage in such practices.

 

There may be corrupt practices in the healthcare industry in China. For example, in order to secure agreements with hospital partners or to increase direct sales of medical equipment
or patient referrals, our competitors, other service providers or their personnel or equipment manufacturers may engage in corrupt practices in order to influence hospital personnel or other
decision-makers in violation of the anti-corruption laws of China and the U.S. Foreign Corrupt Practices Act, or the FCPA. We have adopted a policy regarding compliance with the anti-
corruption laws of China and the FCPA to prevent, detect and correct such corrupt practice. However, as competition persists and intensifies in our industry, we may lose potential hospital
partners, patient referrals and other opportunities to the extent that our competitors engage in such practices or other illegal activities. In addition, our partner hospitals or the doctors or other
medical personnel who work in our network of centers may engage in corrupt practices without our knowledge to procure the referral of patients to centers in our network. Although our
policies prohibit such practices, we have limited control over the actions of our hospital partners or over the actions of the doctors and other medical personnel who work in our network of
centers since they are not employed by us. If any of them were to engage in such illegal practices with respect to patient referrals or other matters, we or the centers in our network may be
subject to sanctions or fines and our reputation could be adversely affected by any negative publicity stemming from such incidents.
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We are planning to establish and operate specialty cancer hospitals that will be majority owned by us and are subject to significant risks.
 

As part of our growth strategy we plan to establish specialty cancer hospitals that will focus on providing radiotherapy services as well as diagnostic imaging services, chemotherapy
and surgery. In addition, at the Beijing Proton Medical Center, one of our planned specialty cancer hospitals, we plan to offer proton beam therapy treatment services with which we have had
no prior experience. Since we do not have experience in operating our own specialty cancer hospital, or in providing many of the services that we plan to offer in our specialty cancer
hospitals, such as chemotherapy treatments, surgical procedures or proton beam therapy, we may not be able to provide as high a level of service quality for those treatment options as for the
other treatments that are currently offered at our network of centers, which may result in damage to our reputation and our future growth prospects. In addition, we may not be successful in
recruiting qualified medical professionals to effectively provide the services that we intend to offer in our specialty cancer hospitals. Furthermore, although our brand name is well known
among referring doctors, patients are not currently familiar with our brand as we do not carry our own brand name in our network of centers under our existing agreements with our hospital
partners. Therefore, when we establish our own specialty cancer hospitals under our brand name, we may not be able to immediately gain wide acceptance among patients and, thus, may be
unable to attract a sufficient number of patients to our new hospitals.
 

We could also face increased exposure to liability claims at our specialty cancer hospitals, including claims for medical malpractice. We may need to obtain medical malpractice
insurance and other types of insurance that we do not currently carry, each of which could increase our expenses and decrease our profitability. In addition, there can be no assurance that
such insurance will be available at a reasonable price or that we will be able to maintain adequate levels of liability insurance coverage, if at all. In addition, our specialty cancer hospitals
will also be required to obtain various quotas, permits and authorizations, which are currently the responsibility of our hospital partners under our existing agreements. See “— Risks Related
to Our Industry — Healthcare administrative authorities in China currently set procurement quotas for certain types of medical equipment” and “— Risks Related to Our Industry — We or
our hospital partners may be unable to obtain various permits and authorizations from regulatory authorities in China relating to our medical equipment, which could delay the installation or
interrupt the operation of our equipment.”
 

Finally, if our plans change for any reason or the anticipated timetable or costs of development change for our specialty cancer hospitals, our business and future prospects may be
negatively impacted. We currently expect to obtain bank loans of approximately RMB190.0 million (US$27.8 million) in 2010 to fund the development of our specialty cancer hospitals. We
may not be able to obtain such loans on terms acceptable to us, or at all. Furthermore, such loans would increase our interest expenses and could subject us to various covenants that may,
among other things, restrict our ability to pay dividends or to obtain additional financing. If we are not able to obtain these bank loans, we may not be able to complete the planned specialty
cancer hospitals on our expected timeline, or at all. There can be no assurance that the planned specialty cancer hospitals will be completed or that, if completed, they will achieve sufficient
patient cases to generate positive operating margins. In addition, as our currently planned specialty cancer hospitals are to be established through joint ventures with other parties, we also
may not be successful in cooperating with such joint venture partners in operating our specialty cancer hospitals. See “— Risk Factors Related to Our Business — We may not be able to
effectively manage the expansion of our operations through any new acquisitions or joint ventures, which we may not be able to successfully execute.”
 

We rely on the doctors and other medical professionals providing services in our network of centers to make proper clinical decisions and we rely on our hospital partners to
maintain proper control over the clinical aspects of the operation of our network of centers.

 

We rely on the doctors and other medical professionals who work in our network to make proper clinical decisions regarding the diagnosis and treatment of their patients. Although
we develop treatment protocols for doctors, provide periodic training for medical professionals in our network of centers on proper treatment procedures and techniques and host seminars
and conferences to facilitate consultation among doctors providing services in our network of centers, we ultimately rely on our hospital partners to maintain proper control over the clinical
activities of each center and over the doctors and other medical professionals who work in such centers. Any incorrect clinical decisions on the part of doctors and other medical
professionals or any failure by
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our hospital partners to properly manage the clinical activities of each center may result in unsatisfactory treatment outcomes, patient injury or possibly death. Although part of the liability
for any such incidents may rest with our partner hospitals and the doctors and other medical professionals they employ, we may be made a party to any such liability claim which, regardless
of its merit or eventual outcome, could result in significant legal defense costs for us, harm our reputation, and otherwise have a material adverse effect on our business, financial condition
and results of operations. The centers in our network have experienced claims as to a limited number of medical disputes since they commenced operations. As of September 30, 2009, three
centers in our network agreed to pay an aggregate amount of approximately RMB100,000 (US$14,649) to settle such claims. Any expenses resulting from such liability claims are generally
required to be accounted for as expenses of the relevant center, which could reduce our revenue derived from such center. We do not carry malpractice or other liability insurance at many of
the centers in our network, and at those centers that do carry such insurance, it may not be sufficient to cover any potential liability that may result from such claims. For our specialty cancer
hospitals that are currently under development, we will likely face direct liability claims for any such incidents.
 

Any failures or defects of the medical equipment in our network of centers or any failure of the medical personnel who work at the centers in our network to properly operate our
medical equipment could subject us to liability claims and we may not have sufficient insurance to cover any potential liability.

 

Our business exposes us to liability risks that are inherent in the operation of complex medical equipment, which may contain defects or experience failures. We rely to a large degree
on equipment manufacturers to provide technical training to the medical technicians who work in our network of centers on the proper operation of our complex medical systems. If such
medical technicians are not properly and adequately trained by the equipment manufacturers or by us, they may misuse or ineffectively use the complex medical equipment in our network of
centers. These medical technicians may also make errors in the operation of the complex medical equipment even if they are properly trained. Any medical equipment defects or failures or
any failure of the medical personnel who work in the centers to properly operate the medical equipment could result in unsatisfactory treatment outcomes, patient injury or possibly death.
Although the liability for any such incidents rests with the equipment manufacturers or the medical technicians, we may be made a party to any such liability claim which, regardless of its
merit or eventual outcome, could result in significant legal defense costs for us, harm our reputation, and otherwise have a material adverse effect on our business, financial condition and
results of operations. In addition, any expenses resulting from such liability claims may be accounted for as expenses of the center, which could reduce our revenue derived from such center.
We do not carry product liability insurance at any of the centers in our network.
 

Any downtime for maintenance and repair of our medical equipment could lead to business interruptions that could be expensive and harmful to our reputation and to our
business.

 

Significant downtime associated with the maintenance and repair of medical equipment used in our network of centers would result in the inability of the centers to provide
radiotherapy treatment or diagnostic imaging services to patients in a timely manner. We primarily rely on equipment manufacturers or third party service companies for maintenance and
repair services. The failure of manufacturers or third party service companies to provide timely repairs on our equipment could interrupt the operation of centers in our network for extended
periods of time. Such extended downtime could result in lost revenues for us and our partner hospitals, dissatisfaction on the part of patients and our partner hospitals and damage to the
reputation of the centers in our network, our partner hospitals and our company.
 

We rely on a limited number of equipment manufacturers.
 

Much of the medical equipment used in our centers is highly complex and is produced by a limited number of equipment manufacturers in the global marketplace. These equipment
manufacturers provide training on the proper operation of our medical equipment to the medical personnel who work in the centers in our network as well as maintenance and repair services
for such equipment. Any disruption in the supply of the medical equipment or services from these manufacturers may delay the development of new centers or negatively affect the operation
of existing centers and could have a material adverse effect on our business, financial condition and results of operations.
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Our business depends substantially on the continuing efforts of our executive officers and other key personnel, and our business may be severely disrupted if we lose their
services.

 

We depend on key members of our management team, which includes Mr. Jianyu Yang, a director and our chief executive officer and president, Dr. Zheng Cheng, a co-chairman of
our board of directors and our chief operating officer, Mr. Steve Sun, a co-chairman of our board of directors and our chief financial officer, Mr. Jing Zhang, a director and our executive
president, Mr. Yaw Kong Yap, a director and our financial controller, and Mr. Boxun Zhang, our corporate vice president, as well as other key personnel for the continued growth of our
business. The loss of any of these members of our management team or other key employees could delay the implementation of our business strategy and adversely affect our operations. Our
future success will also depend in large part on our continued ability to attract and retain highly qualified management personnel. The process of hiring suitable, qualified personnel is often
lengthy and such talented and highly qualified management personnel is often in short supply in China. If our recruitment and retention efforts are unsuccessful in the future, it may be more
difficult for us to execute our business strategy. Although none of the key members of our management team is nearing retirement age in the near future and we are not aware of any key
members of our management team or other key personnel planning to retire or leave us, if one or more of such personnel are unable or unwilling to continue in their present positions, we
may not be able to replace them readily, if at all. Consequently, our business may be severely disrupted, and we may incur additional expenses to recruit and retain new officers. In addition,
we do not maintain key employee insurance. We have entered into employment agreements and confidentiality agreements with all of the key members of our management team and other
key personnel. However, if any disputes arise between any of our key members of our management team or other key personnel and us, we cannot assure you, in light of uncertainties
associated with the PRC legal system, the extent to which any of these agreements could be enforced in China, where all key members of our management team and other key personnel
reside and hold some of their assets. See “— Risks Related to Doing Business in China — Uncertainties with respect to the PRC legal system could have a material adverse effect on us.”
 

Our reported earnings could decline if we recognize impairment losses on intangible assets and goodwill relating to the OMS reorganization and other acquisitions.
 

As a result of the OMS reorganization in October 2007 and our acquisitions of China Medstar and other businesses in 2008, we have recorded goodwill as well as certain acquired
intangibles, which intangibles are amortized over their respective estimated useful lives. In addition, we may continue to selectively acquire complementary businesses in the future that may
result in increases in recorded goodwill and acquired intangibles. Such goodwill is tested for impairment by us annually or more frequently if an event occurs or a circumstance develops that
would require more frequent assessments. Examples of such events or circumstances include, but are not limited to, a significant adverse change in the legal or business climate, an adverse
regulatory action or unanticipated competition. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting Policies —
Goodwill; — Acquired Intangible Assets, net.” In the future, we could recognize impairment losses on the intangible assets and goodwill, which could result in a charge to our reported
results of operations and cause our reported earnings to decline.
 

We do not have insurance coverage for some of our medical equipment and do not carry any business interruption insurance.
 

We do not have insurance for six units of our medical equipment, which are electroencephalography and thermotherapy equipment from which centers we derived less than 1.0% of
our total revenues in 2008 and for the nine months ended September 30, 2009. Damage to, or the loss of, such uninsured equipment due to natural disasters, such as fires, floods or
earthquakes, could have an adverse effect on our financial condition and results of operation. In addition, the operations in our network of centers may be particularly vulnerable to natural
disasters that disrupt transportation since many patients travel long distances to reach such centers. Also, we do not have any business interruption insurance. Any business disruption could
result in substantial expenses and diversion of resources and could have a material adverse effect on our business, financial condition and results of operations. For example, the strong
earthquake that struck Sichuan Province in May 2008 resulted in the suspension of operations at three of our centers in Chengdu, the provincial capital of Sichuan Province, for
approximately one month due to the diversion of hospital resources toward the treatment of earthquake victims.
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Most of our radiotherapy and diagnostic imaging equipment contains radioactive materials or emits radiation during operation.
 

Most of the radiotherapy and diagnostic imaging equipment in our network of centers, including gamma knife systems, proton beam therapy systems, linear accelerators and PET-CT
systems, contain radioactive materials or emit radiation during operation. Radiation and radioactive materials are extremely hazardous unless properly managed and contained. Any accident
or malfunction that results in radiation contamination could cause significant harm to human beings and could subject us to significant legal expenses and result in harm to our reputation.
Although equipment manufacturers and our hospital partners and their staff may bear some or all of the liability and costs associated with any accidents or malfunctions, if we are found to be
liable in any way we may also face severe fines, legal reparations and possible suspension of our operating permits, all of which could have a material and adverse effect on our business,
results of operations and financial condition. Also, certain of our medical equipment require the periodic replacement of their radioactive source materials. We do not directly oversee the
handling of radioactive materials during the replacement or reloading process or during the disposal process, and any failure on the part of our hospital partners to handle or dispose of such
radioactive materials in accordance with PRC laws and regulations may have an adverse effect on the operation of such centers.
 

Any change in the regulations governing the use of medical data in China, which are still in development, could adversely affect our ability to use our medical data and could
potentially subject us to liability for our past use of such medical data.

 

The centers in our network collect and store medical data from radiotherapy treatments for purposes of analysis, use in training doctors providing services in our network and
improving the effectiveness of the treatments provided in our network of centers. In addition, doctors in our network utilize such medical data to conduct clinical research. We do not make
any such medical data public and only keep such medical data for our internal use and for research purposes by doctors upon the approval of our medical affairs department and our hospital
partners. Chinese regulations governing the use of such medical data are still in development but currently do not impose any restrictions on the internal use of such data by us as long as we
have the permission of our hospital partners who have ownership of such data. Any change in the regulations governing the use of such medical data could adversely affect our ability to use
such medical data and could subject us to liability for past use of such data, either of which could have a material adverse effect on our business, operations and financial results.
 

Our directors, executive officers and significant shareholders have substantial influence over our company and their interests may not be aligned with the interests of our other
shareholders.

 

As of the date of this prospectus, our directors, executive officers and significant shareholders beneficially owned approximately 59.4% of our outstanding share capital prior to this
offering and will beneficially own approximately            % of our outstanding share capital upon completion of this offering, assuming no exercise of the over-allotment option. As such, they
have substantial influence over our business, including decisions regarding mergers, consolidations and the sale of all or substantially all of our assets, election of directors and other
significant corporate actions. This concentration of ownership may discourage, delay or prevent a change in control of our company, which could deprive our shareholders of an opportunity
to receive a premium for their shares as part of a sale of our company and might reduce the price of our ADSs. These actions may be taken even if they are opposed by our other
shareholders, including those who purchase ADSs in this offering.
 

Our articles of association contain anti-takeover provisions that could adversely affect the rights of holders of our ordinary shares and ADSs.
 

Our third amended and restated articles of association will become effective immediately upon the completion of this offering. Our new articles of association limit the ability of
others to acquire control of our company or cause us to engage in change-of-control transactions. These provisions could have the effect of depriving our shareholders of an opportunity to
sell their shares at a premium over prevailing market prices by discouraging third parties from seeking to obtain control of our company in a tender offer or similar transaction. For example,
our board of directors has the authority, without further action by our shareholders, to issue preferred shares in one or more series and to fix their designations, powers, preferences,
privileges, and relative participating, optional or special rights and the
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qualifications, limitations or restrictions, including dividend rights, conversion rights, voting rights, terms of redemption and liquidation preferences, any or all of which may be greater than
the rights associated with our ordinary shares, in the form of ADS or otherwise. Preferred shares could be issued quickly with terms calculated to delay or prevent a change in control of our
company or to make removal of management more difficult. If our board of directors issues preferred shares, the price of our ADSs may fall and the voting and other rights of the holders of
our ordinary shares and ADSs may be adversely affected.
 

We may be unable to establish and maintain an effective system of internal control over financial reporting, and as a result we may be unable to accurately report our financial
results or prevent fraud.

 

Prior to this offering, we have been a private company with limited accounting personnel and other resources with which to address our internal controls and procedures. In
connection with the audits of our consolidated financial statements for the period from January 1, 2007 to December 31, 2008, our independent registered public accounting firm
communicated to us a material weakness and certain significant and other deficiencies in our internal control procedures, which could adversely affect our ability to initiate, authorize, record,
process and report financial data reliably in accordance with U.S. GAAP. As a result, there is more than a remote likelihood that a more than inconsequential misstatement of our
consolidated financial statements will not be prevented or detected. Specifically, the material weakness identified consists of an ineffective control environment over financial reporting due
to (i) an insufficient number of financial reporting personnel with an appropriate level of knowledge, experience and training; (ii) insufficient controls around the establishment and
maintenance of an oversight function and communication of internal controls, policies and procedures to support our financial reporting obligations; and (iii) a lack of a comprehensive set of
internal control policies and procedures and related controls to monitor the operating effectiveness of these controls. The significant deficiencies identified consist of (i) a lack of a timely
formal review process for outstanding accounts receivable; (ii) a lack of a process to document investment proposals and lack of a formal policy for equipment impairment assessment; and
(iii) a lack of controls over agreements and contracts with our hospital partners. We are in the process of remediating such material weakness and significant and other deficiencies. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Internal Control Over Financial Reporting.” However, the remedial measures that we have
taken or intend to take may not fully address such material weakness and significant and other deficiencies, and additional material weakness and significant and other deficiencies, in our
internal control over financial reporting may be identified in the future.
 

Upon the completion of this offering, we will become a public company in the United States subject to the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act. Section 404 of
the Sarbanes-Oxley Act, or Section 404, will require that we include a management assessment of, and a report by our independent registered public accounting firm on, the effectiveness of
our internal control over financial reporting in our annual report on Form 20-F beginning with our annual report for the fiscal year ending December 31, 2010. During the assessment process
that we will undertake for compliance with Section 404, we may identify material weaknesses or significant deficiencies in our internal control over financial reporting that we may not be
able to remediate in time to meet the deadline imposed by Section 404, and our management may conclude that our internal control over financial reporting is not effective. In addition, even
if our management concludes that our internal control over financial reporting is effective, our independent registered public accounting firm may determine that our internal controls over
financial reporting is not effective and may issue an adverse opinion on the effectiveness of our internal control over financial reporting. Our failure to establish and maintain effective
internal control over financial reporting could increase the risk of material misstatements in our financial statements and cause failure to meet our financial and other reporting obligations,
which would likely cause investors to lose confidence in our reported financial information and lead to a significant decline in the trading price of our ADSs.
 

In addition, unlike most companies, our internal controls over financial reporting will need to be designed to cover a significant number of our hospital partners located in cities
throughout China due to the fact that we are heavily dependent on timely and accurate receipt of key financial information from our hospital partners so we can complete our financial
reporting process. We may identify control deficiencies as a result of the assessment process that we will undertake to comply with Section 404, including but not limited to internal audit
resources and formalized and documented closing and reporting processes. We plan to remediate control deficiencies identified in
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time to meet the deadline imposed by the requirements of Section 404 but we may be unable to do so. Our failure to establish and maintain effective internal control over financial reporting
could result in the loss of investor confidence in the reliability of our financial reporting processes, which in turn could harm our business and negatively impact the trading price of our
ADSs.
 

We may require additional funding to finance our operations, which financing may not be available on terms acceptable to us or at all, and if we are able to raise funds, the value
of your investment in us may be negatively impacted.

 

Our business operations may require expenditures that exceed our available capital resources. We currently expect to obtain bank loans of approximately RMB190.0 million
(US$27.8 million) in 2010 to fund the development of our specialty cancer hospitals. Although we currently do not expect that we will require funding in addition to these bank loans to
finance our future growth, to the extent that our funding requirements exceed our financial resources, we will be required to seek additional financing or to defer planned expenditures. There
can be no assurance that we can obtain these bank loans or additional funds on terms acceptable to us, or at all. In addition, our ability to raise additional funds in the future is subject to a
variety of uncertainties, including, but not limited to:
 

 • our future financial condition, results of operations and cash flows;
 

 • general market conditions for capital raising and debt financing activities; and
 

 • economic, political and other conditions in China and elsewhere.
 

Furthermore, if we raise additional funds through equity or equity-linked financings, your equity interest in our company may be diluted. Alternatively, if we raise additional funds by
incurring debt obligations, we may be subject to various covenants under the relevant debt instruments that may, among other things, restrict our ability to pay dividends or obtain additional
financing. Servicing such debt obligations could also be burdensome to our operations. If we fail to service such debt obligations or are unable to comply with any of these covenants, we
could be in default under such debt obligations and our liquidity and financial condition could be materially and adversely affected.
 

We have granted security interests over certain of our medical equipment in order to secure bank borrowings. Any failure to satisfy our obligations under such borrowings could
lead to the forced sale of such equipment.
 

In order to secure bank loans in an aggregate amount of RMB112.8 million (US$16.5 million) and RMB179.8 million (US$26.3 million) as of December 31, 2008 and September 30,
2009, respectively, we have granted security interests in equipment with a net carrying value of RMB81.6 million (US$12.0 million) and RMB217.6 million (US$31.9 million), respectively,
representing 23.4% and 39.0% of the net value of our net property, plant and equipment of RMB349.1 million (US$51.1 million) and RMB557.4 million (US$81.7 million), respectively.
Any failure on our part to satisfy our obligations under these loans could lead to the forced sale of our medical equipment that secure these loans, the suspension of the operation of the
centers in which such medical equipment is used, or otherwise damage our relationship with our hospital partners and our reputation in the medical community, all of which could have a
material adverse effect on our business, financial condition and results of operation. We may grant additional security interests in our equipment in order to secure future bank borrowings,
including the bank borrowings of approximately RMB190.0 million (US$27.8 million) that we expect to obtain in 2010 to fund the development of our specialty cancer hospitals.
 

Our business may be adversely affected by fluctuations in the value of the Renminbi as a significant portion of our capital expenditures relates to the purchase of medical
equipment priced in U.S. dollars.
 

A significant portion of our capital expenditures relates to the purchase of radiotherapy and diagnostic imaging equipment from manufacturers outside of China. As the price of such
equipment is denominated almost exclusively in U.S. dollars, any depreciation in the value of the Renminbi against the U.S. dollar could cause a significant increase our capital expenditures,
reduce the profitability of our network of centers and have a material and adverse effect on our business, results of operations and financial condition.
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If we grant employee share options, restricted shares or other equity incentives in the future, our net income could be adversely affected.
 

We adopted our 2008 share incentive plan on October 16, 2008. We are required to account for share-based compensation in accordance with Financial Accounting Standards Board,
or FASB, Statement No. 123(R), Share-Based Payment, which requires a company to recognize, as an expense, the fair value of share options and other equity incentives to employees based
on the fair value of equity awards on the date of the grant, with the compensation expense recognized over the period in which the recipient is required to provide service in exchange for the
equity award. We have not issued any share options under our 2008 share incentive plan. However, we granted share options in 2007, before adopting our 2008 share incentive plan, to
certain executive officers that were subsequently exercised in 2008. As a result, we have incurred share-based compensation expenses of approximately RMB49.5 million for the period from
September 10, 2007 to December 31, 2007 and RMB4.2 million (US$0.6 million) in 2008 related to such options, which resulted in us incurring a net loss for the period from September 10,
2007 to December 31, 2007 of RMB48.3 million. If we grant more options, restricted shares or other equity incentives in the future, we could incur significant compensation charges and our
results of operations could be adversely affected. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting Policies” and
Note 19 to our consolidated financial statements included in this prospectus for a more detailed presentation of accounting for our share-based compensation plan.
 

We are a Cayman Islands company and, because judicial precedent regarding the rights of shareholders is more limited under Cayman Islands law than that under U.S. law, you
may have less protection for your shareholder rights than you would under U.S. law.

 

Our corporate affairs are governed by our memorandum and articles of association, as amended and restated from time to time, the Companies Law (as amended) of the Cayman
Islands and the common law of the Cayman Islands. The rights of shareholders to take action against the 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
rights of our shareholders and the fiduciary responsibilities of our directors under Cayman Islands law are not as clearly established as they would be under statutes or judicial precedent in
some jurisdictions in the United States. In particular, the Cayman Islands has a less developed body of securities laws than the United States. In addition, some U.S. states, such as Delaware,
have more fully developed and judicially interpreted bodies of corporate law than the Cayman Islands.
 

As a result of all of the above, public shareholders may have more difficulty in protecting their interests in the face of actions taken by management, members of the board of
directors or controlling shareholders than they would as shareholders of a U.S. public company.
 

You may have difficulty enforcing judgments obtained against us.
 

We are a Cayman Islands company and substantially all of our assets are located outside of the United States. Substantially all of our current operations are conducted in the PRC. In
addition, most of our directors and officers are nationals and residents of countries other than the United States. As a result, it may be difficult for you to effect service of process within the
United States upon these persons. It may also be difficult for you to enforce judgments obtained in U.S. courts based on the civil liability provisions of the U.S. federal securities laws against
us and our officers and directors, most of whom are not residents in the United States and the substantial majority of whose assets are located outside of the United States. In addition, there is
uncertainty as to whether the courts of the Cayman Islands or the PRC would recognize or enforce judgments of U.S. courts against us or such persons predicated upon the civil liability
provisions of the securities laws of the United States or any state and it is uncertain whether such Cayman Islands or PRC courts would be competent to hear original actions brought in the
Cayman Islands or the PRC against us or such persons predicated upon the securities laws of the United States or any state. See “Enforceability of Civil Liabilities.”
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We are exempt from certain corporate governance requirements of the NYSE.
 

We are exempt from certain corporate governance requirements of the NYSE by virtue of being a foreign private issuer. We are required to provide a brief description of the
significant differences between our corporate governance practices and the corporate governance practices required to be followed by U.S. domestic companies under the NYSE rules. The
standards applicable to us are considerably different than the standards applied to U.S. domestic issuers. The significantly different standards applicable to us do not require us to:
 

 • have a majority of the board be independent (other than due to the requirements for the audit committee under the United States Securities Exchange Act of 1934, as amended, or
the Exchange Act);

 

 • have a minimum of three members in our audit committee;
 

 • have a compensation committee, a nominating or corporate governance committee;
 

 • provide annual certification by our chief executive officer that he or she is not aware of any non-compliance with any corporate governance rules of the NYSE;
 

 • have regularly scheduled executive sessions with only non-management directors;
 

 • have at least one executive session of solely independent directors each year;
 

 • seek shareholder approval for (i) the implementation and material revisions of the terms of share incentive plans, (ii) the issuance of more than 1% of our outstanding ordinary
shares or 1% of the voting power outstanding to a related party, (iii) the issuance of more than 20% of our outstanding ordinary shares, and (iv) an issuance that would result in a
change of control;

 

 • adopt and disclose corporate governance guidelines; or
 

 • adopt and disclose a code of business conduct and ethics for directors, officers and employees.
 

We intend to rely on all such exemptions provided by the NYSE to a foreign private issuer, except that we will establish a compensation committee, seek shareholder approval for the
implementation of share incentive plans and for the increase in the number of shares available to be granted under share incentive plans and adopt and disclose corporate governance
guidelines and a code of business conduct and ethics for directors, officers and employees. As a result, you may not be provided with the benefits of certain corporate governance
requirements of the NYSE.
 

We may be classified as a passive foreign investment company, which could result in adverse United States federal income tax consequences to United States Holders.
 

We do not expect to be considered a “passive foreign investment company,” or PFIC, for United States federal income tax purposes for our taxable year ending December 31, 2009.
However, we must make a separate determination each year as to whether we are a PFIC and we cannot assure you that we will not be a PFIC for our taxable year ending December 31, 2009
or any future taxable year. A non-U.S. corporation will be considered a PFIC for any taxable year if either (i) at least 75% of its gross income is passive income or (ii) at least 50% of the
value of its assets (based on an average of the quarterly values of the assets during a taxable year) is attributable to assets that produce or are held for the production of passive income. The
market value of our assets may be determined in large part by the market price of our ADSs and ordinary shares, which is likely to fluctuate after this offering. In addition, the composition of
our income and assets will be affected by how, and how quickly, we spend the cash we raise in this offering. If we are treated as a PFIC for any taxable year during which United States
Holders (as defined in “Taxation — United States Federal Income Taxation”) hold ADSs or ordinary shares, certain adverse United States federal income tax consequences could apply to
such United States Holders. See “Taxation — United States Federal Income Taxation — Passive Foreign Investment Company.”
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Risks Related to Our Industry
 

Healthcare administrative authorities in China currently set procurement quotas for certain types of medical equipment.
 

The procurement, installation and operation of large medical equipment in China are regulated by the Rules on Procurement and Use of Large Medical Equipment issued on
December 31, 2004 by the MOH, the NDRC, and the Ministry of Finance. Pursuant to these rules, quotas for large medical equipment are set by the NDRC and the MOH or the relevant
provincial healthcare administrative authorities, and hospitals must obtain a large medical equipment procurement license prior to the procurement of any such equipment. For medical
equipment classified as Class A large medical equipment, which includes gamma knife systems, proton beam therapy systems and PET-CT scanners, procurement planning and approval are
conducted by the MOH and the NDRC and large medical equipment procurement licenses are issued by the MOH. For medical equipment classified as Class B large medical equipment,
which includes linear accelerators and MRI and CT scanners, procurement planning and approval are conducted by the relevant provincial healthcare administrative authorities with
ratification by the MOH and the large medical equipment procurement licenses are issued by the relevant provincial healthcare administrative authorities. These rules apply to all public and
private civilian medical institutions, whether non-profit or for-profit. Although these rules do not directly apply to military hospitals in China, which are hospitals owned and regulated by the
military but are otherwise the same as other government-owned civilian hospitals open to the public, they are used as a reference by the healthcare administrative authority of the general
logistics department of the PRC People’s Liberation Army, or the PLA, in approving the procurement of such medical equipment. The procurement regulations stipulate that from 2007 to
2010, the issuance of procurement licenses for no more than 60 head gamma knife systems shall be approved nationwide. Of these 60 systems, 37 have already been allocated as of the date
of this prospectus, out of which four have been allocated to our hospital partners. In addition, procurement regulations stipulate that from 2008 to 2010, the total number of PET-CT large
medical equipment procurement licenses issued in China cannot exceed 38. Of these 38 systems, 26 have already been allocated as of the date of this prospectus, out of which none has been
allocated to our hospital partners since all of our partner hospitals where our PET-CT scanners are located are military hospitals as of the date of this prospectus. There is currently no
guidance as to the total number of Class A large medical equipment procurement licenses that may be issued for other types of Class A large medical equipment that the centers in our
network operate. In addition, many provincial administrative authorities do not provide the general public with information on their procurement planning and quotas for Class B large
medical equipment procurement licenses, if any. Although we do not expect the current number of procurement licenses available to have a significant impact on our existing expansion plan
until the end of 2010, any unexpected change as to the number of procurement licenses currently available as a result of any change in government policy, increases in competition and the
number of applicants for the procurement licenses or other factors, or any failure of our hospital partners to obtain such licenses as expected, could all adversely affect our existing expansion
plan resulting in a material and adverse effect on our business, financial condition and results of operations. In addition, the limitation on the number of procurement licenses available and
any adverse change to such procurement licenses available in the future may affect our expansion plan after 2010, which could have a material adverse effect on our future prospects.
 

In addition, for most of the medical equipment that we intend to install and operate in our specialty cancer hospitals, we will need to obtain large medical equipment procurement
licenses from the MOH or provincial level healthcare administrative authorities. Such licenses might not be obtained in a timely manner or at all, which could delay or prevent the opening of
our specialty cancer hospitals, and could have a material adverse effect on our growth strategy and results of operations. See “— Risks Related to Our Business — We are planning to
establish and operate specialty cancer hospitals that are majority owned by us and are subject to significant risks.”
 

Certain of our hospital partners have not received large medical equipment procurement licenses or interim procurement permits for some of the medical equipment in our
network of centers which could result in fines or the suspension from use of such medical equipment.

 

The quota requirement for large medical equipment procurement became effective in March 2005. A medical institution that houses equipment purchased prior to that time is required
to retroactively apply for and obtain a large medical equipment procurement license. If a medical institution is unable to obtain a procurement license as a result of a
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lack of procurement quotas for such medical equipment allocated to the region in which the medical institution is located, an interim procurement permit for large medical equipment must be
obtained in lieu thereof. As of the date of this prospectus, of the 73 units of medical equipment in the centers in our network that are subject to large medical equipment procurement quota
requirements, 41 were issued with a procurement license, three were issued with an interim procurement permit subsequent to the implementation of the quota requirement, 21 were issued
with procurement permits or authorizations by competent regulatory authorities prior to the implementation of the quota requirement but have not received new procurement licenses or
interim procurement permits under the quota requirements that became effective in 2005, and eight, which accounted for approximately 8.4% and 7.2% of our total net revenues in 2008 and
for the nine months ended September 30, 2009, respectively, have not yet been issued with any procurement license or permit. Although our hospital partners have applied to the competent
regulatory authorities for procurement licenses for these last 29 centers, we cannot assure you that they will be successful. If our hospital partners fail to receive either a procurement license
or an interim procurement permit, the centers in our network operating such medical equipment may be required to discontinue operations and may be deprived of the revenue derived from
the operation of such equipment or assessed a fine, any of which could have a material adverse effect on our business, financial condition and results of operation.
 

Based on the opinion of our PRC counsel, Jingtian & Gongcheng Attorneys At Law, we believe that the 21 units of equipment, for which procurement permits or authorizations were
obtained from the regulatory authorities prior to the implementation of the quota requirement but no new procurement licenses or interim procurement permits under the 2005 quota
requirements have been issued, are unlikely to face fines or other penalties from such regulatory authorities, although we cannot be certain. These 21 units of equipment accounted for
approximately 28.6% and 19.6% of our total net revenues in 2008 and for the nine months ended September 30, 2009, respectively. In addition, for the three units of medical equipment that
were issued with interim procurement permits subsequent to the implementation of the quota requirement, the relevant regulations require that hospitals pay taxes derived from the use of
equipment covered by such interim permits, which may increase the operating costs of the centers in our network that operate such equipment. Also, upon the expiration of the useful life of
medical equipment issued with interim procurement permits, hospitals are not permitted to replace such medical equipment with a newer model, in which case we may not be able to
continue or renew our agreements with such hospital partners with interim procurement permits for medical equipment reaching the end of its life unless they are able to obtain a new
procurement license.
 

Pricing for the services provided by our network of centers may be adversely affected by reductions in treatment fees set by the Chinese government.
 

Centers in our network are primarily located in non-profit civilian and military hospitals in China. The medical service fees charged by these non-profit hospitals are subject to price
ceilings set by the relevant provincial or regional price control authorities and healthcare administrative authorities in accordance with the Opinion Concerning the Reform of Medical Service
Pricing Management issued on July 20, 2000 by the NDRC and the MOH. See “Regulation of Our Industry.” These price ceilings can be adjusted by those authorities downwards or upwards
from time to time. For example, in 2006, treatment fees for the head gamma knife in one of the centers in our network decreased by approximately 30% and in 2007, and treatment fees for
the body gamma knife in one of the centers in our network decreased by approximately 25%. However, overall, the average medical service fees for each of the treatments and diagnostic
imaging services provided across our network of centers have remained stable since 2007. The relevant price control authorities and healthcare administrative authorities provide notices to
hospitals, who in turn provide immediate notice to us, as to any change in the pricing ceiling for medical services. The timing between when notices are provided by the relevant price control
authorities and healthcare administrative authorities and the effective date of such pricing change varies in different cities and regions as well as the relevant medical services in question, but
typically ranges from one to three months. If treatment fees for the services provided by the centers in our network are reduced by the government, our contracted percentage of each center’s
revenue net of specified operating expenses may decrease, hospitals may be discouraged from entering into or renewing their agreements with us, and our business, financial condition and
results of operations may be materially and adversely affected.
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Our business may be harmed by technological and therapeutic changes or by shifts in doctors’ or patients’ preferences for alternative treatments.
 

The treatment of cancer patients is subject to potentially revolutionary technological and therapeutic changes. Future technological developments could render our equipment and the
services provided in our network of centers obsolete. We may incur significant costs in replacing or modifying equipment in which we have already made a substantial investment prior to the
end of its anticipated useful life. In addition, there may be significant advances in other cancer treatment methods, such as chemotherapy, surgery, biological therapy, or in cancer prevention
techniques, which could reduce demand or even eliminate the need for the radiotherapy services that we provide. Also, patients and doctors may choose alternative cancer therapies over
radiotherapy due to any number of reasons. Any shifts in doctors’ or patients’ preferences for other cancer therapies over radiotherapy may have a material adverse effect on our business,
financial condition and results of operations.
 

The technology used in some of our radiotherapy equipment, particularly our body gamma knife and our proton beam therapy system, has been in use for a limited period of
time and the international medical community has not yet developed a large quantity of peer-reviewed literature that supports their safe and effective use.

 

The technology in some of our radiotherapy equipment, particularly the body gamma knife system and the proton beam therapy system, has been in use for a limited period of time,
and the international medical community has not yet developed a large quantity of peer-reviewed literature that supports their safe and effective use. As a result, such technology may not
continue to gain acceptance by doctors and patients in China or may lose any acceptance such technology has previously gained if negative information were to emerge concerning their
effectiveness or safety. As our agreements with manufacturers do not directly address such contingencies, we cannot assure you that equipment manufacturers would allow us to return their
equipment or to otherwise reimburse us for any losses that we may suffer under all such circumstances. Since each unit of our medical equipment represents a significant investment, any of
the foregoing could have a material adverse effect on our business, financial condition and results of operation.
 

Our business may be adversely affected by impending healthcare reforms in China.
 

In January 2009, the Chinese government approved in principle a healthcare reform plan to address the affordability of healthcare services, the rural healthcare system and healthcare
service quality in China. In March, 2009, the Chinese government published the healthcare reform plan for 2009 to 2010, which broadly addressed medical insurance coverage, essential
medicines, provision of basic healthcare services and reform of public hospitals. The published healthcare reform plan also called for additional government spending on healthcare over the
next three years of RMB850.0 billion to support the reform plan. Many details related to the implementation of the healthcare reform plan are not yet clear. Any policy changes that, for
example, reduce treatment fees or provide more funding for hospitals to purchase their own equipment, may have a material and adverse effect on our business, financial condition and
results of operations.
 

Some details of the implementation of the healthcare reform that have been published, including a policy drafted jointly by five ministries, including the Ministry of Finance, NDRC
and MOH, providing general principles and guidelines for government subsidies and investments in the public healthcare system, a policy statement allowing doctors to practice in up to
three hospital within the same province, and the release of a list of 307 essential drugs whose prices are subject to central government guidelines and provincial government tenders. The
distribution of these drugs is expected to encompass all government-owned healthcare facilities by 2020.
 

In addition, the government has implemented a pilot plan as to the new rural healthcare insurance program whereby patients are required to pay hospitals only a portion of their
medical expenses upfront and hospitals are required to seek payment of the balance from the government. Any resulting disputes or late or delinquent reimbursement payments may affect
the collection of revenue at our network of centers and could increase our accounts receivables days.
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We or our hospital partners may be unable to obtain various permits and authorizations from regulatory authorities in China relating to our medical equipment, which could
delay the installation or interrupt the operation of our equipment.

 

For our hospital-based centers, our hospital partners are required to obtain a radiation safety permit from the Ministry of Environmental Protection, or MEP, and a radiotherapy permit
from the competent healthcare administrative authorities in order to operate the medical equipment in our network of centers that contains radioactive materials or emit radiation during
operation. Our hospital partners are also required to obtain a radiation worker permit from the competent provincial healthcare administrative authorities for each medical technician who
operates such equipment. Any failure on the part of our hospital partners to obtain approvals or renewals of these permits from the MEP or the competent healthcare administrative
authorities could delay the installation, or interrupt the operation, of our medical equipment, either of which could have a material adverse effect on our business, financial condition and
results of operation.
 

Each of our planned specialty cancer hospitals that will be majority owned by us will be required to obtain a radiation safety permit from the MEP and a radiotherapy permit as well
as a medical institution practicing license and radiation worker permits for our staff from the relevant provincial healthcare administrative authorities. Any failure on our part to obtain
approvals or renewals of these permits could delay the opening, or interrupt the operation, of our specialty cancer hospitals, which could have a material adverse effect on our business,
financial condition and results of operation. For more information on risks related to our planned specialty cancer hospitals, see “— Risks Related to Our Business — We are planning to
establish and operate specialty cancer hospitals that are majority owned by us and are subject to significant risks.”
 

If the government and public insurers in the PRC do not continue to provide sufficient coverage and reimbursement for the radiotherapy and diagnostic imaging services
provided by our network of centers, our revenues could be adversely affected.

 

Although self payments account for a high percentage of total medical expenses in China, approximately 20.4% of total medical expenses were sourced from direct payments by the
government and approximately 34.5% of total medical expenses were sourced from government-directed public medical insurance schemes, commercial insurance plans and employers in
2007, according to the MOH. For public servants and others covered by 1989 Administrative Measure on Public Health Service and the 1997 Circular of Reimbursement Coverage of Large
Medical Equipment of Public Health Service, the government currently either fully or partially reimburses medical expenses for certain approved cancer diagnosis and radiotherapy treatment
services, including treatments utilizing linear accelerators and diagnostic imaging services utilizing CT and MRI scanners. However, gamma knife treatments and PET scans are currently not
eligible for reimbursement under this plan. Urban residents in China are covered by one of two urban public medical insurance schemes and rural residents are covered under a new rural
healthcare insurance program launched in 2003. The urban employees basic medical insurance scheme, which covers employed urban residents, partially reimburses urban workers for
treatments utilizing linear accelerators and gamma knife systems and diagnostic imaging services utilizing CT and MRI scanners, with reimbursement levels varying from province to
province. For urban non-workers and rural residents, the types of cancer diagnosis and radiotherapy treatments that are covered are generally set with reference to the policy for urban
employees in the same region of the country, but the reimbursement levels for covered medical expenses for urban non-workers and rural residents, which vary widely from region to region
and treatment to treatment, are generally lower than those for urban employees in the same region. See “Regulation of Our Industry — Medical Insurance Coverage” for more information.
We cannot assure you that the current coverage or reimbursement levels for cancer diagnosis or radiotherapy treatments will persist. If the national or provincial authorities in China decide to
reduce the coverage or reimbursement levels for the radiotherapy and diagnostic imaging services provided by our network of centers, patients may opt for or be forced to resort to other
forms of cancer therapy and our business, financial condition and results of operation could be materially and adversely affected.
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Risks Related to Doing Business in China
 

Adverse changes in political, economic and other policies of the Chinese government could have a material adverse effect on the overall economic growth of China, which could
materially and adversely affect the growth of our business and our competitive position.

 

All of our business operations are conducted in China. Accordingly, our business, financial condition, results of operations and prospects are affected significantly by economic,
political and legal developments in China. The Chinese economy differs from the economies of most developed countries in many respects, including:
 

 • the degree of government involvement;
 

 • the level of development;
 

 • the growth rate;
 

 • the control of foreign exchange;
 

 • the allocation of resources;
 

 • an evolving regulatory system; and
 

 • lack of sufficient transparency in the regulatory process.
 

While the Chinese economy has experienced significant growth in the past 30 years, growth has been uneven, both geographically and among various sectors of the economy. The
Chinese economy has also experienced certain adverse effects due to the recent global financial crisis. The Chinese government has implemented various measures to encourage economic
growth and guide the allocation of resources. Some of these measures benefit the overall Chinese economy, but may also have a negative effect on us. For example, our financial condition
and results of operations may be adversely affected by government control over capital investments or changes in tax regulations that are applicable to us.
 

The Chinese economy has been transitioning from a planned economy to a more market-oriented economy. Although in recent years the Chinese government has implemented
measures emphasizing the utilization of market forces for economic reform, the reduction of state ownership of productive assets and the establishment of sound corporate governance in
business enterprises, a substantial portion of the productive assets in China is still owned by the Chinese government. The continued control of these assets and other aspects of the national
economy by the Chinese government could materially and adversely affect our business. The Chinese government also exercises significant control over Chinese economic growth through
the allocation of resources, controlling payment of foreign currency-denominated obligations, setting monetary policy and providing preferential treatment to particular industries or
companies.
 

Any adverse change in the economic conditions or government policies in China could have a material adverse effect on overall economic growth and the level of healthcare
investments and expenditures in China, which in turn could lead to a reduction in demand for our products and consequently have a material adverse effect on our businesses.
 

Uncertainties with respect to the PRC legal system could have a material adverse effect on us.
 

The PRC legal system is based on written statutes. Prior court decisions may be cited for reference but have limited precedential value. In 1979, the PRC government began to
promulgate a comprehensive system of laws and regulations governing economic matters in general. The overall effect of legislation since then has been to significantly enhance the
protections afforded to various forms of foreign investments in China. We conduct all of our business through our subsidiaries established in China. These subsidiaries are generally subject
to laws and regulations applicable to foreign investment in China and, in particular, laws applicable to foreign-invested enterprises. However, since these laws and regulations are relatively
new and the PRC legal system continues to rapidly evolve, the interpretations of many laws, regulations and rules are not always uniform and enforcement of these laws, regulations and
rules involves uncertainties, which may limit legal protections available to us. In
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addition, some regulatory requirements issued by certain PRC government authorities may not be consistently applied by other government authorities (including local government
authorities), thus making strict compliance with all regulatory requirements impractical, or in some circumstances, impossible. For example, we may have to resort to administrative and
court proceedings to enforce the legal protection that we enjoy either by law or contract. However, since PRC administrative and court authorities have significant discretion in interpreting
and implementing statutory and contractual terms, it may be more difficult to evaluate the outcome of administrative and court proceedings and the level of legal protection we enjoy than in
more developed legal systems. These uncertainties may impede our ability to enforce the contracts we have entered into with our business partners, customers and suppliers. In addition, such
uncertainties, including the inability to enforce our contracts, together with any development or interpretation of PRC law that is adverse to us, could materially and adversely affect our
business and operations. Furthermore, intellectual property rights and confidentiality protections in China may not be as effective as in the United States or other countries. Accordingly, we
cannot predict the effect of future developments in the PRC legal system, including the promulgation of new laws, changes to existing laws or the interpretation or enforcement thereof, or
the preemption of local regulations by national laws. These uncertainties could limit the legal protections available to us and other foreign investors, including you. In addition, any litigation
in China may be protracted and result in substantial costs and diversion of our resources and management attention.
 

The approval of the PRC Securities Regulatory Commission, or the CSRC, may be required in connection with this offering under a recently adopted PRC regulation.
 

On August 8, 2006, six PRC regulatory agencies, including the CSRC, promulgated the “Provisions Regarding Mergers and Acquisitions of Domestic Enterprises by Foreign
Investors,” or the M&A rule, which took effect on September 8, 2006, to more effectively regulate foreign investment in PRC domestic enterprises. The M&A rule also contains a provision
requiring offshore special purpose vehicles, or SPVs, formed for overseas listing purposes and controlled by PRC individuals to obtain the approval of the CSRC prior to publicly listing their
securities on an overseas stock exchange.
 

The application of this M&A rule is currently unclear. However, our PRC counsel, Jingtian & Gongcheng Attorneys At Law, has advised us that based on its understanding of the
current PRC laws, rules and regulations and the M&A rule, the M&A rule does not require us to obtain prior CSRC approval for the listing and trading of our ADSs on the NYSE, because
our acquisition of the equity interest in our PRC subsidiaries is not subject to the M&A rule due to the fact that each of them was already a foreign-invested enterprise before September 8,
2006, the effective date of the M&A rule. Jingtian & Gongcheng Attorneys At Law has further advised us that their opinions summarized above are subject to the timing and content of any
new laws, rules and regulations or clear implementations and interpretations from the CSRC in any form relating to the M&A rule.
 

However, if the CSRC or another PRC regulatory agency subsequently determines that prior CSRC approval was required, we may face regulatory actions or other sanctions from the
CSRC or other PRC regulatory agencies. These regulatory agencies may impose fines and penalties on our operations, limit our operating privileges, delay or restrict the repatriation of the
proceeds from this offering into China or payment or distribution of dividends by our PRC subsidiaries, or take other actions that could have a material adverse effect on our business,
financial condition, results of operations, reputation and prospects, as well as the trading price of our ADSs. The CSRC or other PRC regulatory agencies also may take actions requiring us,
or making it advisable for us, to halt this offering before settlement and delivery of the ADSs offered hereby. Consequently, if you engage in market trading or other activities in anticipation
of and prior to settlement and delivery, you do so at the risk that settlement and delivery may not occur. Also, if the CSRC later requires that we obtain its approval, we may be unable to
obtain a waiver of the CSRC approval requirements, if and when procedures are established to obtain such a waiver. Any uncertainties or negative publicity regarding this CSRC approval
requirement could have a material adverse effect on the trading price of our ADSs.
 

We cannot predict when the CSRC may promulgate additional implementing rules or other guidance, if at all. If implementing rules or guidance is issued prior to the completion of
this offering and consequently we conclude we are required to obtain CSRC approval, this offering will be delayed until we obtain CSRC approval, which may take several months or longer.
Furthermore, any delay in the issuance of such implementing rules or guidance may create additional uncertainties with respect to this offering. Moreover, implementing rules or guidance, to
the extent
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issued, may fail to resolve current ambiguities under the M&A Rule. Uncertainties and/or negative publicity regarding the M&A Rule could have a material adverse effect on the trading
price of our ADSs.
 

The M&A rule establishes more complex procedures for some acquisitions of Chinese companies by foreign investors, which could make it more difficult for us to pursue growth
through acquisitions in China.

 

The M&A rule establishes additional procedures and requirements that could make some acquisitions of Chinese companies by foreign investors more time-consuming and complex,
including requirements in some instances that the Ministry of Commerce be notified in advance of any change-of-control transaction in which a foreign investor takes control of a Chinese
domestic enterprise. We may grow our business in part by acquiring complementary businesses. Complying with the requirements of the M&A rule to complete such transactions could be
time-consuming, and any required approval processes, including obtaining approval from the Ministry of Commerce, may delay or inhibit our ability to complete such transactions, which
could affect our ability to expand our business or maintain our market share.
 

Recent PRC regulations, particularly SAFE Circular No. 75 relating to acquisitions of PRC companies by foreign entities, may limit our ability to acquire PRC companies and
adversely affect the implementation of our strategy as well as our business and prospects.

 

In 2005, the State Administration of Foreign Exchange, or the SAFE issued a number of rules regarding offshore investments by PRC residents. The currently effective rule, the
Notice on Issues Relating to the Administration of Foreign Exchange in Fund-Raising and Return Investment Activities of Domestic Residents Conducted Via Offshore Special Purpose
Companies, known as SAFE Circular No. 75, was issued on October 21, 2005 and further clarified by Circular No. 106 issued by the SAFE on May 29, 2007. SAFE Circular No. 75 requires
PRC residents to register with and receive approvals from the SAFE in connection with certain offshore investment activities. Since we are a Cayman Islands company that is controlled by
PRC residents, we are affected by the registration requirements imposed by SAFE Circular No. 75. Also, any failure by our shareholders who are PRC residents to comply with SAFE
Circular No. 75, or change in SAFE policy and regulations in respect of SAFE Circular No. 75, could adversely affect us in a variety of ways. SAFE Circular No. 75 provides, among other
things, that prior to establishing or assuming control of an offshore company for the purpose of transferring to that offshore company assets of, or equity interests in, an enterprise in the PRC,
each PRC resident (whether a natural or legal person) who is an ultimate controller of the offshore company must complete prescribed registration procedures with the relevant local branch
of the SAFE. Such PRC resident must amend his or her SAFE registration under certain circumstances, including upon any further transfer of equity interests in, or assets of, an onshore
enterprise to the offshore company as well as any material change in the capital of the offshore company, including by way of a transfer or swap of shares, a merger or division, a long-term
equity or debt investment or the creation of any security interests in favor of third parties. The registration and filing procedures under SAFE rules are prerequisites for other approval and
registration procedures necessary for capital inflow from the offshore entity, such as inbound investments or shareholder loans, or capital outflow to the offshore entity, such as the payment
of profits or dividends, liquidating distributions, equity sale proceeds, or the return of funds upon a capital reduction. SAFE Circular No. 75 applies retroactively and to indirect
shareholdings. PRC residents who have established or acquired direct or indirect control of offshore companies that have made onshore investments in the PRC in the past are required to
complete the registration procedures by March 31, 2006. The failure or inability of a PRC resident shareholder to receive any required approvals or make any required registrations could
subject the PRC subsidiary to fines and legal sanctions, restrict the offshore company’s additional investments in the PRC subsidiary, or limit the PRC subsidiary’s ability to make
distributions or pay dividends offshore. Due in part to the uncertainties relating to the interpretation and implementation of SAFE Circular No. 75, its effect on companies such as ours is
difficult to predict.
 

Currently, several of our shareholders who are residents in the PRC and are subject to the above registration or amendment of registration requirements have applied to SAFE’s local
branches to make the required make-up SAFE registration with respect to their existing investments in our company. Because of the current suspension of acceptance of such make-up
registration by the SAFE authorities due to reportedly forthcoming new SAFE regulations, such shareholders’ applications are still pending. We cannot assure you that these shareholders’
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pending applications will eventually be approved by the authorities. Furthermore, there may be additional PRC shareholders, whose identities we may not be aware of and whose actions we
do not control, who are not in compliance with the registration procedures set forth in SAFE Circular No. 75. If the SAFE determines that any of our PRC shareholders failed to make filings
that they should have made with respect to any of our offshore entities, we could be subject to fines and legal penalties, or the SAFE could impose restrictions on our foreign exchange
activities, including the payment of dividends and other distributions to us or our affiliates and our PRC subsidiaries’ ability to receive capital from us. Any of these actions could, among
other things, materially and adversely affect our business operations, acquisition opportunities and financing alternatives.
 

PRC regulation of loans and direct investment by offshore holding companies to PRC entities may delay or prevent us from using the proceeds of this offering to make loans or
additional capital contributions to our PRC subsidiaries.

 

In utilizing the proceeds from this public offering or any further offerings, as an offshore holding company of our PRC subsidiaries, we may make loans to our PRC subsidiaries, or
we may make additional capital contributions to our PRC subsidiaries. Any loans to our PRC subsidiaries are subject to PRC regulations and approvals. For example, loans by us to our
wholly owned PRC subsidiaries in China, each of which is a foreign-invested enterprise, to finance their activities cannot exceed statutory limits and must be registered with the SAFE or its
local counterpart.
 

We may also decide to finance our PRC subsidiaries through capital contributions. These capital contributions must be approved by the Ministry of Commerce in China or its local
counterpart. We cannot assure you that we will be able to obtain these government registrations or approvals on a timely basis, if at all, with respect to future loans or capital contributions by
us to our subsidiaries or any of their respective subsidiaries. If we fail to receive such registrations or approvals, our ability to use the proceeds of this offering and to capitalize our PRC
operations may be negatively affected, which could adversely and materially affect our liquidity and our ability to fund and expand our business.
 

Governmental control of currency conversion may limit our ability to use our revenues effectively and the ability of our PRC subsidiaries to obtain financing.
 

We receive all of our revenues in Renminbi, which currently is not a freely convertible currency. Restrictions on currency conversion imposed by the PRC government may limit our
ability to use revenues generated in Renminbi to fund our expenditures denominated in foreign currencies or our business activities outside China, if any. Under China’s existing foreign
exchange regulations, Renminbi may be freely converted into foreign currency for payments relating to “current account transactions,” which include among other things dividend payments
and payments for the import of goods and services, by complying with certain procedural requirements. Our PRC subsidiaries are able to pay dividends in foreign currencies to us without
prior approval from the SAFE, by complying with certain procedural requirements. Our PRC subsidiaries may also retain foreign currency their respective current account bank accounts for
use in payment of international current account transactions. However, we cannot assure you that the PRC government will not take measures in the future to restrict access to foreign
currencies for current account transactions.
 

Conversion of Renminbi into foreign currencies, and of foreign currencies into Renminbi, for payments relating to “capital account transactions,” which principally includes
investments and loans, generally requires the approval of SAFE and other relevant PRC governmental authorities. Restrictions on the convertibility of the Renminbi for capital account
transactions could affect the ability of our PRC subsidiaries to make investments overseas or to obtain foreign currency through debt or equity financing, including by means of loans or
capital contributions from us. In particular, if our PRC subsidiaries borrow foreign currency from us or other foreign lenders, they must do so within approved limits that satisfy their
approval documentation and PRC debt to equity ratio requirements. Further, such loans must be registered with the SAFE or its local counterpart. In practice, it could be time-consuming to
complete such SAFE registration process.
 

If we finance our PRC subsidiaries through additional capital contributions, the amount of these capital contributions must be approved by the Ministry of Commerce in China or its
local counterpart. On August 29, 2008,
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SAFE promulgated Circular 142, a notice regulating the conversion by a foreign-invested company of foreign currency into Renminbi by restricting how the converted Renminbi may be
used. The notice requires that Renminbi converted from the foreign currency-denominated capital of a foreign-invested company may only be used for purposes within the business scope
approved by the applicable governmental authority and may not be used for equity investments within the PRC unless specifically provided for otherwise in its business scope. In addition,
SAFE strengthened its oversight of the flow and use of Renminbi funds converted from the foreign currency-denominated capital of a foreign-invested company. The use of such Renminbi
may not be changed without approval from SAFE, and may not be used to repay Renminbi loans if the proceeds of such loans have not yet been used for purposes within the company’s
approved business scope. Violations of Circular 142 may result in severe penalties, including substantial fines as set forth in the Foreign Exchange Administration Regulations.
 

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 PRC subsidiaries or with respect to future capital contributions by us to our PRC subsidiaries. If we fail to complete such registrations or obtain such approvals, our
ability to use the proceeds we receive from this offering and to capitalize or otherwise fund our PRC operations may be negatively affected, which could adversely and materially affect our
liquidity and our ability to fund and expand our business
 

Fluctuations in the value of the Renminbi may have a material adverse effect on your investment.
 

The value of the Renminbi against the U.S. dollar and other currencies may fluctuate and is affected by, among other things, changes in China’s political and economic conditions.
The conversion of Renminbi into foreign currencies, including U.S. dollars, has historically been set by the People’s Bank of China. On July 21, 2005, the PRC government changed its
policy of pegging the value of the Renminbi to the U.S. dollar. Under the new policy, the Renminbi is permitted to fluctuate within a band against a basket of certain foreign currencies,
determined by the Bank of China, against which it can rise or fall by as much as 0.3% each day.
 

There remains significant international pressure on the PRC government to further liberalize its currency policy, which could result in a further and more significant appreciation in
the value of the Renminbi against the U.S. dollar. In addition, as we rely entirely on dividends paid to us by our PRC subsidiaries, any significant revaluation of the Renminbi may have a
material adverse effect on our revenues and financial condition, and the value of any dividends payable on our ADSs in foreign currency terms. For example, to the extent that we need to
convert U.S. dollars that we receive from our initial public offering into Renminbi for our operations, appreciation of the Renminbi against the U.S. dollar would have an adverse effect on
the Renminbi amount that we receive from the conversion. Conversely, if we decide to convert our Renminbi into U.S. dollars for the purpose of making payments for dividends on our
ordinary shares or ADSs or for other business purposes, appreciation of the U.S. dollar against the Renminbi would have a negative effect on the U.S. dollar amount available to us. In
addition, appreciation or depreciation in the value of the Renminbi relative to the U.S. dollar would affect our financial results reported in U.S. dollar terms without giving effect to any
underlying change in our business or results of operations.
 

The increase in the PRC enterprise income tax and the discontinuation of the preferential tax treatment currently available to us could, in each case, result in a decrease of our
net income and materially and adversely affect our financial condition and results of operations.

 

Our PRC subsidiaries are incorporated in the PRC and are governed by applicable PRC income tax laws and regulations. Prior to January 1, 2008, entities established in the PRC
were generally subject to a 30% state and 3% local enterprise income tax rate. There were various preferential tax treatments promulgated by national tax authorities that were available to
foreign-invested enterprises or enterprises located in certain areas of China. In addition, some local tax authorities may allow enterprises registered in their tax jurisdiction to enjoy lower
preferential tax treatments according to local preferential tax policy. For example, Shanghai Medstar was entitled to a reduced enterprise income tax rate of 15% before January 1, 2008 due
to its status as a foreign-invested manufacturing enterprise registered in the Shanghai Waigaoqiao free trade zone.
 

The PRC Enterprise Income Tax Law, or the EIT Law, was enacted on March 16, 2007 and became effective on January 1, 2008. The implementation regulations under the EIT Law
issued by the PRC State Council became
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effective January 1, 2008. Under the EIT Law and the implementation regulations, the PRC has adopted a uniform tax rate of 25% for all enterprises (including foreign-invested enterprises)
and revoked the previous tax exemption, reduction and preferential treatments applicable to foreign-invested enterprises. However, there is a transition period for enterprises, whether
foreign-invested or domestic, that received preferential tax treatments granted in accordance with the then prevailing tax laws and regulations prior to January 1, 2008. Enterprises that were
subject to an enterprise income tax rate lower than 25% prior to January 1, 2008 may continue to enjoy the lower rate and gradually transition to the new tax rate within five years after the
effective date of the EIT Law. In 2009, our subsidiaries Aohua Medical and Shanghai Medstar each had a preferential income tax rate of 20% that is scheduled to increase to 22% in 2010,
24% in 2011 and 25% in 2012. We cannot assure you that the preferential income tax rates that we enjoy will not be phased out at a faster rate or will not be discontinued altogether, either of
which could result in a decrease of our net income and materially and adversely affect our financial condition and results of operations.
 

Also, the reduced enterprise income tax rate of 15%, as described above, that our subsidiary Shanghai Medstar enjoyed before January 1, 2008, for which only foreign-invested
manufacturing enterprises registered in the Shanghai Waigaoqiao free trade zone were eligible, was granted based on Shanghai tax authorities’ local preferential tax policy. It is uncertain
whether the transitional tax rates under the EIT Law would apply to companies that enjoyed a preferential reduced tax rate of 15% under a local preferential tax policy. If Shanghai Medstar
cannot enjoy the such transitional tax rates under the EIT Law, it will be subject to the standard enterprise income tax rate, which is currently 25%, and our income tax expenses would
increase, which would have a material adverse effect on our net income and results of operation. In addition, under current PRC regulations, if it is determined that a taxpayer has underpaid
tax due to prior incorrect advice from relevant tax authorities, the taxpayer may still be required to retroactively pay the full amount of unpaid tax within three years of such determination,
although the taxpayer would not be subject to any penalty or late payment fee. If we are required to make such retroactive tax payments due to the retroactive cancellation of Shanghai
Medstar’s preferential reduced enterprise income tax rate of 15%, our financial condition and results of operation could be materially and adversely affected.
 

We rely on dividends paid by our subsidiaries for our cash needs, and any limitation on the ability of our subsidiaries to make payments to us could have a material adverse effect
on our ability to conduct our business.

 

We conduct all of our business through our consolidated subsidiaries incorporated in China. We rely on dividends paid by these consolidated subsidiaries for our cash needs, including
the funds necessary to pay any dividends and other cash distributions to our shareholders, to service any debt we may incur and to pay our operating expenses. The payment of dividends by
entities established in China is subject to limitations. Regulations in China currently permit payment of dividends only out of accumulated profits as determined in accordance with
accounting standards and regulations in China. Each of our PRC subsidiaries, including wholly foreign-owned enterprises, or WFOEs, and joint venture enterprises is also required to set
aside at least 10% of its after-tax profit based on PRC accounting standards each year to its general reserves or statutory capital reserve fund until the aggregate amount of such reserves
reaches 50% of its respective registered capital. Our statutory reserves are not distributable as loans, advances or cash dividends. We anticipate that in the foreseeable future our PRC
subsidiaries will need to continue to set aside 10% of their respective after-tax profits to their statutory reserves. In addition, if any of our PRC subsidiaries incurs debt on its own behalf in
the future, the instruments governing the debt may restrict its ability to pay dividends or make other distributions to us. Any limitations on the ability of our PRC subsidiaries to transfer
funds to us could materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial to our business, pay dividends and otherwise fund and conduct
our business.
 

In addition, under the EIT law, the Notice of the State Administration of Taxation on Negotiated Reduction of Dividends and Interest Rates, or Notice 112, which was issued on
January 29, 2008, the Arrangement between the PRC and the Hong Kong Special Administrative Region on the Avoidance of Double Taxation and Prevention of Fiscal Evasion, or the
Double Taxation Arrangement (Hong Kong), which became effective on December 8, 2006, and the Notice of the State Administration of Taxation Regarding Interpretation and Recognition
of Beneficial Owners under Tax Treaties, or Notice 601, which became effective on October 27, 2009, dividends from our PRC subsidiaries paid to us through our Hong Kong subsidiary
may be subject to a withholding tax at a rate of 10%, or at
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a rate of 5% if our Hong Kong subsidiary is considered as a “beneficial owner” that is generally engaged in substantial business activities and entitled to treaty benefits under the Double
Taxation Arrangement (Hong Kong). Furthermore, the ultimate tax rate will be determined by treaty between the PRC and the tax residence of the holder of the PRC subsidiary. We are
actively monitoring the proposed withholding tax and are evaluating appropriate organizational changes to minimize the corresponding tax impact.
 

Dividends we receive from our operating subsidiaries located in the PRC may be subject to PRC withholding tax.
 

The EIT Law provides that a maximum income tax rate of 20% may be applicable to dividends payable to non-PRC investors that are “non-resident enterprises,” to the extent such
dividends are derived from sources within the PRC, and the State Council has reduced such rate to 10%, in the absence of any applicable tax treaties that may reduce such rate, through the
implementation regulations. We are a Cayman Islands holding company and substantially all of our income may be derived from dividends we receive from our operating subsidiaries located
in the PRC. If we are required under the EIT Law to pay income tax for any dividends we receive from our subsidiaries, the amount of dividends, if any, we may pay to our shareholders and
ADS holders may be materially and adversely affected.
 

According to the Double Taxation Arrangement (Hong Kong), Notice 112 and Notice 601, dividends paid to enterprises incorporated in Hong Kong are subject to a withholding tax
of 5% provided that a Hong Kong resident enterprise owns over 25% of the PRC enterprise distributing the dividend and can be considered as a “beneficial owner” and entitled to treaty
benefits under the Double Taxation Arrangement (Hong Kong). Thus, as Cyber Medical Network Limited, or Cyber Medical, is a Hong Kong company and owns 100% of CMS Hospital
Management, under the aforementioned arrangement dividends paid to us through Cyber Medical by CMS Hospital Management may be subject to the 5% income tax if we and Cyber
Medical are considered as “non-resident enterprises” under the EIT Law and Cyber Medical is considered as a “beneficial owner” and entitled to treaty benefits under the Double Taxation
Arrangement (Hong Kong). If Cyber Medical is not regarded as the beneficial owner of any such dividends, it will not be entitled to the treaty benefits under the Double Taxation
Arrangement (Hong Kong). As a result, such dividends would be subject to normal withholding income tax of 10% as provided by the PRC domestic law rather than the favorable rate of 5%
applicable under the Double Taxation Arrangement (Hong Kong).
 

The British Virgin Islands, where OMS, the direct holding company of Aohua Medical and Aohua Leasing, is incorporated, does not have a tax treaty with the PRC. Thus, if OMS is
considered a “non-resident enterprise” under the EIT law, the 10% withholding tax would be imposed on our dividend income received from Aohua Medical and Aohua Leasing.
 

We may be classified as a “resident enterprise” for PRC enterprise income tax purposes, which could result in unfavorable tax consequences to us and our non-PRC
shareholders.

 

The EIT Law provides that enterprises established outside of China whose “de facto management bodies” are located in China are considered “resident enterprises” and are generally
subject to the uniform 25% enterprise income tax rate on their worldwide income. In addition, a recent circular issued by the State Administration of Taxation on April 22, 2009 regarding the
standards used to classify certain Chinese-invested enterprises controlled by Chinese enterprises or Chinese group enterprises and established outside of China as “resident enterprises”
clarified that dividends and other income paid by such “resident enterprises” will be considered to be PRC source income, subject to PRC withholding tax, currently at a rate of 10%, when
recognized by non-PRC enterprise shareholders. This recent circular also subjects such “resident enterprises” to various reporting requirements with the PRC tax authorities. Under the
implementation regulations to the enterprise income tax, a “de facto management body” is defined as a body that has material and overall management and control over the manufacturing
and business operations, personnel and human resources, finances and properties of an enterprise. In addition, the recent circular mentioned above sets out criteria for determining whether
“de facto management bodies” are located in China for overseas incorporated, domestically controlled enterprises. However, as this circular only applies to enterprises established outside of
China that are controlled by PRC enterprises or groups of PRC enterprises, it remains unclear how the tax authorities will determine the location of “de facto management bodies” for
overseas incorporated enterprises that are controlled by
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individual PRC residents like us and some of our subsidiaries. Therefore, although substantially all of our management is currently located in the PRC, it remains unclear whether the PRC
tax authorities would require or permit our overseas registered entities to be treated as PRC resident enterprises. We do not currently consider our company to be a PRC resident enterprise.
However, if the PRC tax authorities disagree with our assessment and determine that we are a “resident enterprise,” we may be subject to enterprise income tax at a rate of 25% on our
worldwide income and dividends paid by us to our non-PRC shareholders as well as capital gains recognized by them with respect to the sale of our shares may be subject to a PRC
withholding tax. This will have an impact on our effective tax rate, a material adverse effect on our net income and results of operations, and may require us to withhold tax on our non-PRC
shareholders.
 

Dividends payable by us to our foreign investors and gains on the sale of our ADSs or ordinary shares may become subject to taxes under PRC tax laws.
 

Under the EIT Law and implementation regulations issued by the State Council, a 10% PRC income tax is applicable to dividends payable to investors that are “non-resident
enterprises,” which do not have an establishment or place of business in the PRC or which have such establishment or place of business but have income not effectively connected with the
establishment or place of business, to the extent such dividends are derived from sources within the PRC. Similarly, any gain realized on the transfer of ADSs or shares by such investors is
also subject to a 10% PRC income tax if such gain is regarded as income derived from sources within the PRC. It is unclear whether dividends paid on our ordinary shares or ADSs, or any
gain realized from the transfer of our ordinary shares or ADSs, would be treated as income derived from sources within the PRC and would as a result be subject to PRC tax. If we are
considered a PRC “resident enterprise,” then any dividends paid to our overseas shareholders or ADS holders that are “non-resident enterprises” may be regarded as being derived from PRC
sources and, as a result, would be subject to PRC withholding tax at a rate of 10%. In addition, if we are considered a PRC “resident enterprise,” non-resident enterprise shareholders of our
ordinary shares or ADSs may be eligible for the benefits of income tax treaties entered into between China and other countries. If we are required under the EIT Law to withhold PRC
income tax on dividends payable to our non-PRC investors that are “non-resident enterprises,” or if you are required to pay PRC income tax on the transfer of our ordinary shares or ADSs,
the value of your investment in our ordinary shares or ADSs may be materially and adversely affected.
 

If we are found to have failed to comply with applicable laws, we may incur additional expenditures or be subject to significant fines and penalties.
 

Our operations are subject to PRC laws and regulations applicable to us. However, the scope of many PRC laws and regulations are uncertain, and their implementation could differ
significantly in different localities. In certain instances, local implementation rules and their implementation are not necessarily consistent with the regulations at the national level. Although
we strive to comply with all applicable PRC laws and regulations, we cannot assure you that the relevant PRC government authorities will not determine that we have not been in compliance
with certain laws or regulations.
 

We face risks related to natural disasters and health epidemics in China, which could have a material adverse effect on our business and results of operations.
 

Our business could be materially and adversely affected by natural disasters or the outbreak of health epidemics in China. For example, in May 2008, Sichuan Province experienced a
strong earthquake, measuring approximately 8.0 on the Richter scale, that caused widespread damage and casualties. In addition, as our network of radiotherapy and diagnostic imaging
centers are located in hospitals across China, our operations may be particularly vulnerable to any health epidemic. In the last decade, the PRC has suffered health epidemics related to the
outbreak of avian influenza and severe acute respiratory syndrome, or SARS. In April 2009, an outbreak of the H1N1 virus, also commonly referred to as “swine flu”, occurred in Mexico
and has spread to other countries, including China. If the outbreak of swine flu were to become widespread in China or increase in severity, it could have an adverse effect on economic
activity in China, and our business and operations could be adversely affected. Any future natural disasters or health epidemics in the PRC could also have a material adverse effect on our
business and results of operations.
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Risks Related to This Offering
 

There has been no public market for our ordinary shares or ADSs prior to this offering, and you may not be able to resell our ADSs at or above the price you paid, or at all.
 

Prior to this initial public offering, there has been no public market for our ordinary shares or ADSs. We have applied for our ADSs to be included for listing on the NYSE. Our
ordinary shares will not be listed on any exchange or quoted for trading on any over-the-counter trading system. If an active trading market for our ADSs does not develop after this offering,
the market price and liquidity of our ADSs will be materially and adversely affected.
 

The initial public offering price for our ADSs will be determined by negotiations between us and the underwriters and may bear no relationship to the market price for our ADSs after
this initial public offering. We cannot assure you that an active trading market for our ADSs will develop or that the market price of our ADSs will not decline below the initial public
offering price.
 

The market price for our ADSs may be volatile.
 

The market price for our ADSs is likely to be highly volatile and subject to wide fluctuations in response to factors including the following:
 

 • announcements of technological or competitive developments;
 

 • regulatory developments in China affecting us or our competitors;
 

 • announcements of studies and reports relating to the effectiveness or safety of the services provided in our network of centers or those of our competitors;
 

 • actual or anticipated fluctuations in our quarterly operating results and changes or revisions of our expected results;
 

 • changes in financial estimates by securities research analysts;
 

 • changes in the economic performance or market valuations of other medical services companies;
 

 • addition or departure of our senior management and other key personnel;
 

 • release or expiry of lock-up or other transfer restrictions on our outstanding ordinary shares or ADSs; and
 

 • sales or perceived sales of additional ordinary shares or ADSs.
 

In addition, the securities market has from time to time experienced significant price and volume fluctuations that are not related to the operating performance of particular
companies. These market fluctuations may also have a material adverse effect on the market price of our ADSs. In the past, following periods of volatility in the market price of a company’s
securities, shareholders have often instituted securities class action litigation against that company. If we were involved in a class action suit or other securities litigation, it would divert the
attention of our senior management, require us to incur significant expense and, whether or not adversely determined, could have a material adverse effect on our business, financial
condition, results of operations and prospects.
 

Because the initial public offering price is substantially higher than our net tangible book value per share, you will incur immediate and substantial dilution.
 

If you purchase ADSs in this offering, you will pay more for your ADSs than the amount paid by our existing shareholders for their ordinary shares on a per ADS basis. As a result,
you will experience immediate and substantial dilution of approximately US$             per ADS (assuming no exercise of the underwriters’ option to purchase additional ADSs), representing
the difference between our net tangible book value per ADS as of September 30, 2009, or dilution of approximately US$             per ADS assuming the full exercise by the underwriters of
the over-allotment option, representing the difference between our net tangible book value per ADS as of September 30, 2009, after giving effect to this offering. In addition, you may
experience further dilution to the extent that our ordinary shares are issued upon the exercise of stock options. See “Dilution” for a more complete description.
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Substantial future sales or perceived sales of our ADSs in the public market could cause the price of our ADSs to decline.
 

Sales of our ADSs or ordinary shares in the public market after this offering, or the perception that these sales could occur, could cause the market price of our ADSs to decline. Upon
completion of this offering, we will have             ordinary shares outstanding, including             ordinary shares represented by             ADSs. All ADSs sold in this offering will be freely
transferable without restriction or additional registration under the Securities Act of 1933, as amended, or the Securities Act. The remaining ordinary shares outstanding after this offering
will be available for sale, upon the expiration of the 180-day lock-up period beginning from the date of this prospectus, subject to volume and other restrictions as applicable under Rule 144
and Rule 701 under the Securities Act. Any or all of these shares may be released prior to expiration of the applicable lock-up period at the discretion of the underwriters. To the extent shares
are released before the expiration of the applicable lock-up period and these shares are sold into the market, the market price of our ADSs could decline.
 

Holders of ADSs have fewer rights than shareholders and must act through the depositary to exercise those rights.
 

Holders of ADSs do not have the same rights as our shareholders and may only exercise voting rights with respect to the underlying ordinary shares in accordance with the provisions
of the deposit agreement. Under the deposit agreement, if the vote is by show of hands, the depositary will vote the deposited securities in accordance with the voting instructions received
from a majority of holders of ADSs that provided timely voting instructions. If the vote is by poll, the depositary will vote the deposited securities in accordance with the voting instructions
it timely receives from ADS holders. In the event of poll voting, deposited securities for which no instructions are received will not be voted. Under our third amended and restated articles of
association, the minimum notice period required to convene a general meeting is seven days. When a general meeting is convened, you may not receive sufficient notice of a shareholders’
meeting to permit you to your ordinary shares to allow you to cast your vote with respect to any specific matter. In addition, the depositary and its agents may not be able to send voting
instructions to you or carry out your voting instructions in a timely manner. We will make all reasonable efforts to cause the depositary to extend voting rights to you in a timely manner, but
we cannot assure you that you will receive the voting materials in time to ensure that you can instruct the depositary to vote your shares. Furthermore, the depositary and its agents will not be
responsible for any failure to carry out any instructions to vote, for the manner in which any vote is cast or for the effect of any such vote. As a result, you may not be able to exercise your
right to vote and you may lack recourse if your ordinary shares are not voted as you requested. In addition, in your capacity as an ADS holder, you will not be able to call a shareholder
meeting.
 

You may be subject to limitations on transfers of your ADSs.
 

Your ADSs are transferable on the books of the depositary. However, the depositary may close its transfer books at any time or from time to time when it deems is expedient to do so
in connection with the performance of its duties. In addition, the depositary may refuse to deliver, transfer or register transfers of ADSs generally when our books or the books of the
depositary are closed, or at any time if we or the depositary deem it advisable to do so because of any requirement of law or of any government or governmental body, or under any provision
of the deposit agreement, or for any other reason.
 

Your right to participate in any future rights offerings may be limited, which may cause dilution to your holdings and you may not receive cash dividends if it is impractical to
make them available to you.

 

We may, from time to time, distribute rights to our shareholders, including rights to acquire our securities. However, we cannot make any such rights available to you in the United
States unless we register such rights and the securities to which such rights relate under the Securities Act or an exemption from the registration requirements is available. Also, under the
deposit agreement, the depositary bank will not make rights available to you unless the distribution to ADS holders of both the rights and any related securities are either registered under the
Securities Act, or exempted from registration under the Securities Act. We are under no obligation to file a registration statement with respect to any such rights or securities or to endeavor to
cause such a registration statement to be
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declared effective. Moreover, we may not be able to establish an exemption from registration under the Securities Act. Accordingly, you may be unable to participate in our rights offerings
and may experience dilution in your holdings.
 

In addition, the depositary has agreed to pay to you the cash dividends or other distributions it or the custodian receives on our ordinary shares or other deposited securities after
deducting its fees and expenses. You will receive these distributions in proportion to the number of ordinary shares your ADSs represent. However, the depositary may, at its discretion,
decide that it is inequitable or impractical to make a distribution available to any holders of ADSs. For example, the depositary may determine that it is not practicable to distribute certain
property through the mail, or that the value of certain distributions may be less than the cost of mailing them. In these cases, the depositary may decide not to distribute such property and you
will not receive such distribution.
 

We have not determined any specific use for a portion of the net proceeds to us from this offering and we may use such portion of the net proceeds in ways with which you may
not agree.

 

We have not allocated a portion of the net proceeds to us from this offering for any specific purpose. Rather, our management will have considerable discretion in the application of
such portion of the net proceeds received by us. See “Use of Proceeds.” You will not have the opportunity, as part of your investment decision, to assess whether such proceeds are being
used appropriately. You must rely on the judgment of our management regarding the application of such proceeds that we receive from this offering. Such proceeds may be used for corporate
purposes that do not improve our profitability or increase our ADS price or may also be placed in investments that do not produce income or that may lose value.
 

We will incur increased costs as a result of being a public company.
 

Upon completion of this offering, we will become a public company in the United States. As a public company, we will incur significant legal, accounting and other expenses that we
did not incur as a private company. In addition, the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, as well as rules and regulations implemented by the SEC and the NYSE, require
significantly heightened corporate governance practices to be kept by public companies. We expect that these rules and regulations will increase our legal, accounting and financial
compliance costs and will make certain corporate activities more time-consuming and costly. Compliance with these rules and requirements may be especially difficult and costly for us
because we may have difficulty locating sufficient personnel in China with experience and expertise relating to U.S. GAAP and U.S. public-company reporting requirements, and such
personnel may command high salaries relative to what similarly experienced personnel would command in the United States. If we cannot employ sufficient personnel to ensure compliance
with these rules and regulations, we may need to rely more on outside legal, accounting and financial experts, which may be very costly. In addition, we will incur additional costs associated
with our public company reporting requirements. We cannot predict or estimate the amount of additional costs that we may incur or the timing of such costs. If we fail to comply with these
rules and requirements, or are perceived to have weaknesses with respect to our compliance, we could become the subject of a governmental enforcement action and investor confidence
could be negatively impacted and the market price of our ADSs could decline.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
 

This prospectus contains forward-looking statements that relate to our current expectations and views of future events. The forward-looking statements are contained principally in
the sections entitled “Prospectus Summary,” “Risk Factors,” “Use of Proceeds,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations”, “Our Industry”
and “Business.” These statements relate to events that involve known and unknown risks, uncertainties and other factors, including those listed under “Risk Factors,” which may cause our
actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by the forward-looking statements.
 

In some cases, these forward-looking statements can be identified by words or phrases such as “may,” “will,” “expect,” “anticipate,” “aim,” “estimate,” “intend,” “plan,” “believe,”
“potential,” “continue,” “is/are likely to” or other similar expressions. We have based these forward-looking statements largely on our current expectations and projections about future
events and financial trends that we believe may affect our financial condition, results of operations, business strategy and financial needs. These forward-looking statements include, among
other things, statements relating to:
 

 • the risks, challenges and uncertainties in the radiotherapy and diagnostic imaging industry and for our business generally;
 

 • our beliefs regarding our strengths and strategies;
 

 • our current expansion strategy, including our ability to expand our network of centers and to establish specialty cancer hospitals;
 

 • our ability to maintain strong working relationships with our hospital partners;
 

 • our expectations regarding patients’ and their referring doctors’ demand for and acceptance of the radiotherapy and diagnostic imaging services offered by our centers;
 

 • changes in the healthcare industry in China, including changes in the healthcare policies and regulations of the PRC government;
 

 • technological or therapeutic changes affecting the field of cancer treatment and diagnostic imaging;
 

 • our ability to comply with all relevant environmental, health and safety laws and regulations;
 

 • our ability to obtain and maintain permits, licenses and registrations to carry on our business;
 

 • our planned use of proceeds;
 

 • our future prospects, business development, results of operations and financial condition; and
 

 • fluctuations in general economic and business conditions in China.
 

The forward-looking statements made in this prospectus relate only to events or information as of the date on which the statements are made in this prospectus. Except as required by
law, we undertake no obligation to update or revise publicly any forward-looking statements, whether as a result of new information, future events or otherwise, after the date on which the
statements are made or to reflect the occurrence of unanticipated events. You should read this prospectus and the documents that we reference in this prospectus and have filed as exhibits to
the registration statement, of which this prospectus is a part, completely and with the understanding that our actual future results may be materially different from what we expect.
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USE OF PROCEEDS
 

We estimate that we will receive net proceeds from this offering of approximately US$             million, after deducting the underwriting discounts and commissions and estimated
offering expenses payable by us. These estimates are based upon an assumed initial offering price of US$             per ADS, the midpoint of the range shown on the front cover page of this
prospectus. A US$1.00 increase (decrease) in the assumed initial public offering price of US$             per ADS would increase (decrease) the net proceeds to us from this offering by
US$             million, after deducting the estimated underwriting discounts and commissions and estimated offering expenses payable by us and assuming no exercise of the underwriters’
option to purchase additional ADSs and no other change to the number of ADSs offered by us as set forth on the cover page of this prospectus.
 

We intend to use a portion of the net proceeds we receive from this offering for the following purposes:
 

 • approximately US$20 million to US$25 million to develop our Chang’an CMS International Cancer Center; and
 

 • approximately US$25 million to US$30 million to develop our Beijing Proton Medical Center.
 

We will use the remaining portion of the net proceeds we receive from this offering for the expansion of our network of centers and for general corporate purposes, including potential
acquisitions of, or investments in, other businesses or technologies that we believe will complement our current operations and expansion strategies.
 

The foregoing use of our net proceeds from this offering represents our current intentions based upon our present plans and business condition. The amounts and timing of any
expenditure will vary depending on the amount of cash generated from our operations, competitive developments and the rate of growth, if any, of our business. Accordingly, our
management will have significant discretion in the allocation of the net proceeds we will receive from this offering. Depending on future events and other changes in the business climate, we
may determine at a later time to use the net proceeds for different purposes. Pending their use, we intend to place our net proceeds in short-term bank deposits.
 

In utilizing the proceeds of this offering, we, as an offshore holding company, are permitted under PRC laws and regulations to provide funding to our PRC subsidiaries only through
loans or capital contributions and to other entities only through loans. Subject to satisfaction of applicable government registration and approval requirements, we may extend inter-company
loans to our PRC subsidiaries or make additional capital contributions to our PRC subsidiaries to fund their capital expenditures or working capital. We cannot assure you that we will be able
to obtain these government registrations or approvals on a timely basis, if at all. See “Risk Factors — Risks Related to Doing Business in China — PRC regulation of loans and direct
investment by offshore holding companies to PRC entities may delay or prevent us from using the proceeds of this offering to make loans or additional capital contributions to our PRC
subsidiaries
 

We will not receive any of the proceeds from the sale of the ADSs by the selling shareholders.
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DIVIDEND POLICY
 

Our board of directors has complete discretion on whether to pay dividends on our ordinary shares. If our board of directors decides to pay dividends on our ordinary shares, the form,
frequency and amount will depend upon our future operations and earnings, capital requirements and surplus, general financial condition, contractual restrictions and other factors that the
board of directors may deem relevant. Shareholders of our Series A and Series B contingently redeemable convertible preferred shares are entitled to an annual dividend equal to the higher
of (a) the product of the number of ordinary shares into which such Series A and Series B contingently redeemable convertible preferred shares may then be converted multiplied by the
dividend amount declared on each ordinary share or (b) the product of the original issuance price of each Series A and Series B contingently redeemable convertible preferred share
multiplied by 5%.
 

On November 17, 2009, we declared a dividend on our ordinary shares that amounted to an aggregate of approximately US$2.4 million, or approximately US$0.0357 per share,
payable to holders of our ordinary shares on record as of November 17, 2009. On November 17, 2009, we also declared a dividend that amounted to an aggregate of approximately
US$1.6 million payable to shareholders of our Series A and Series B contingently redeemable convertible preferred shares. Such dividend was declared pursuant to rights granted to our
Series A and Series B contingently redeemable convertible preferred shareholders. Dividends declared for our ordinary shares and our Series A and Series B contingently redeemable
convertible preferred shares are expected to be paid on or about November 27, 2009. Other than such dividends, we have never declared or paid any other dividends since our incorporation,
nor do we have any present plan to pay any cash dividends on our ordinary shares in the foreseeable future. We currently intend to retain most, if not all, of our available funds and any future
earnings to operate and expand our business. If we pay any dividends, we will pay our ADS holders to the same extent as holders of our ordinary shares, subject to the terms of the deposit
agreement, including the fees and expenses payable thereunder. See “Description of American Depositary Shares.” Cash dividends on our ordinary shares, if any, will be paid in U.S. dollars.
 

We are a holding company incorporated in the Cayman Islands. In order for us to distribute any dividends to our shareholders and ADS holders, we will rely on dividends distributed
by our PRC subsidiaries. Certain payments from our PRC subsidiaries to us are subject to PRC taxes, such as withholding income tax. In addition, regulations in the PRC currently permit
payment of dividends of a PRC company only out of accumulated profits as determined in accordance with its articles of association and the accounting standards and regulations in China.
Each of our PRC subsidiaries is required to set aside at least 10% of its after-tax profit based on PRC accounting standards every year to a statutory common reserve fund until the aggregate
amount of such reserve fund reaches 50% of the registered capital of such subsidiary. Such statutory reserves are not distributable as loans, advances or cash dividends. Also, our PRC
subsidiaries may set aside a portion of its after-tax profits to staff welfare and bonus funds, which allocated portion may not be distributed as cash dividends. The amount to be provided is
discretionary and is determined by each such subsidiary’s ultimate decision-making body each calendar year. Instruments governing debt incurred by our PRC subsidiaries may also restrict
their ability to pay dividends or make other distributions to us. See “Risk Factors — Risks Related to Doing Business in China — We rely on dividends paid by our subsidiaries for our cash
needs, and any limitation on the ability of our subsidiaries to make payments to us could have a material adverse effect on our ability to conduct our business.” Under PRC tax law, dividends
paid from our PRC subsidiaries to us through our Hong Kong subsidiary, Cyber Medical Network Limited, or Cyber Medical, are subject to a 5% withholding tax, provided that such Hong
Kong subsidiary is not considered to be a PRC tax resident enterprise and is considered to be a “beneficial owner” and entitled to treaty benefits under the Double Taxation Arrangement
(Hong Kong). Any dividends paid by our PRC subsidiaries to us through our non-Hong Kong subsidiaries outside of China will be subject to a 10% withholding tax, provided that such
subsidiaries outside of China are not considered to be a PRC tax resident enterprise. Such withholding tax on dividends may be exempted or reduced by the PRC State Council. However, if
we or our subsidiaries outside of China are considered to be a PRC tax resident enterprise “domiciled” in the PRC for tax purposes, then any dividends we pay to our overseas shareholders or
ADS holders that are non-PRC resident enterprise may be regarded as income derived from sources within the PRC, and as a result subject to PRC withholding tax at a rate of up to 10%.
The ultimate tax rate will be determined by a treaty between the PRC and the tax residence of the holder of the PRC subsidiary. For additional information, see “Taxation – People’s Republic
of China Taxation.” We are actively monitoring withholding taxes and evaluating appropriate organizational changes to minimize the corresponding tax impact.
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CAPITALIZATION
 

The following table sets forth our capitalization as of September 30, 2009:
 

 • on an actual basis; and
 

 • on a pro forma as adjusted basis to reflect (i) the automatic conversion of all our outstanding contingently redeemable convertible preferred shares into 41,027,400 of our ordinary
shares immediately upon the completion of this offering and (ii) the issuance and sale of             ordinary shares in the form of ADSs by us in this offering, assuming an initial
public offering price of US$             per ADS, the midpoint of the estimated range of the initial public offering price, after deducting estimated underwriting discounts and
commissions and estimated aggregate offering expenses payable by us and assuming no exercise of the underwriters’ option to purchase additional ADSs and no other change to
the number of ADSs sold by us as set forth on the cover page of this prospectus.

 

The pro forma and pro forma as adjusted information below is illustrative only and our capitalization following the completion of this offering is subject to adjustment based on the
actual initial public offering price of our ADSs and other terms of this offering determined at pricing. You should read this table together with our consolidated financial statements and the
related notes included elsewhere in this prospectus and the information under “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
 
                 

  As of September 30, 2009  
  Actual   Pro Forma as Adjusted  
  RMB   US$   RMB   US$  
  (in thousands)  

 

Long-term bank borrowings, non-current portion   104,912   15,369   104,912   15,369 
Obligations under capitalized leases, non-current portion   8,719   1,277   8,719   1,277 
Series A contingently redeemable convertible preferred shares: US$0.01 par value, 200,000 shares authorized;

176,942 shares issued and outstanding on an actual basis; and nil shares issued and outstanding on a pro forma
as adjusted basis   269,017   39,410   —    —  

Series B contingently redeemable convertible preferred shares: US$0.01 par value, 300,000 shares authorized;
233,332 shares issued and outstanding on an actual basis; and nil shares issued and outstanding on a pro forma
as adjusted basis   434,036   63,584   —    —  

Ordinary shares: US$0.0001 par value, 450,000,000 shares authorized; 70,428,100 shares issued and outstanding
on an actual basis; and             shares issued and outstanding on a pro forma as adjusted basis(1)   55   8         

Additional paid-in capital(2)   1,113,204   163,078         
Accumulated other comprehensive (loss)   (4,037)   (592)   (4,037)   (591)
Accumulated deficit   (517,640)   (75,831)   (517,640)   (75,831)
                 

Total shareholders’ equity(2)   591,582   86,663         
                 

Total capitalization(2)   1,408,266   206,303         
                 

 

 

(1) On November 17, 2009, we effected a share split whereby all of our issued and outstanding 704,281 ordinary shares of a par value of US$0.01 per share were split into 70,428,100 ordinary shares of US$0.0001 par value per share
and the number of our authorized shares were increased from 4,500,000 to 450,000,000. The share split has been retroactively reflected in this prospectus so that share number, per share price and par value data are presented as if the
share split had occurred from our inception.

 

(2) Assuming the number of ADSs offered by us as set forth on the cover page of this prospectus remains the same, and after deduction of underwriting discounts and commissions and the estimated offering expenses payable by us, a
US$1.00 increase (decrease) in the assumed initial public offering price of US$             per ADS would increase (decrease) each of additional paid-in capital, total shareholders’ equity and total capitalization by US$             million.
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DILUTION
 

If you invest in our ADSs, your interest will be diluted to the extent of the difference between the initial public offering price per ADS and our net tangible book value per ADS after
this offering. Dilution results from the fact that the initial public offering price per ordinary share is substantially in excess of the book value per ordinary share attributable to the existing
shareholders for our presently outstanding ordinary shares.
 

Our net tangible book value as of September 30, 2009 was approximately RMB806.4 million (US$118.1 million), or RMB11.45 (US$1.68) per ordinary share and US$             per
ADS. Net tangible book value represents the amount of our total consolidated tangible assets, minus the amount of our total consolidated liabilities. Without taking into account any other
changes in such net tangible book value after September 30, 2009 other than to give effect to (i) the conversion of all of our outstanding contingently redeemable convertible preferred shares
into ordinary shares, which will occur upon the completion of this offering, and (ii) our sale of the ADSs offered in this offering at the assumed initial public offering price of $             per
ADS, the midpoint of the estimated range of the initial public offering price, and after deduction of underwriting discounts and commissions and estimated offering expenses of this offering
payable by us, our adjusted net tangible book value as of September 30, 2009 would have increased to US$             million or US$             per ordinary share and US$             per ADS. This
represents an immediate increase in net tangible book value of US$             per ordinary share and US$             per ADS, to the existing shareholder and an immediate dilution in net tangible
book value of US$             per ordinary share and US$             per ADS, to investors purchasing ADSs in this offering. The following table illustrates such per share dilution:
 
     
 

Estimated initial public offering price per ordinary share  US$              
Net tangible book value per ordinary share as of September 30, 2009  US$              
Amount of dilution in net tangible book value per ordinary share to new investors in this offering  US$              
Amount of dilution in net tangible book value per ADS to new investors in this offering  US$              
 

A US$1.00 increase (decrease) in the assumed initial public offering price of US$             per ADS would increase (decrease) our pro forma net tangible book value after giving effect
to the offering by US$             million, or by US$             per ordinary share and by US$             per ADS, assuming no change to the number of ADSs offered by us as set forth on the cover
page of this prospectus, and after deducting underwriting discounts and commissions and other expenses of the offering. The pro forma information discussed above is illustrative only. Our
net tangible book value following the completion of this offering is subject to adjustment based on the actual initial public offering price of our ADSs and other terms of this offering
determined at pricing.
 

The following table summarizes, on a pro forma basis as of September 30, 2009, the differences between existing shareholders and the new investors with respect to the number of
ordinary shares (in the form of ADSs or shares) purchased from us, the total consideration paid and the average price per ordinary share and per ADS. In the case of ADS purchased by new
investors, the consideration and price amounts are paid before deducting estimated underwriting discounts and commissions and estimated offering expenses, assuming an initial public
offering price of US$             per ADS, the midpoint of the estimated range of the initial public offering price. The total number of ordinary shares in the following table does not include
ordinary shares underlying the ADSs issuable upon the exercise of the option to purchase additional ADSs granted to the underwriters. The information in the following table is illustrative
only and the total consideration paid and the average price per ordinary share and per
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ADS for new investors is subject to adjustment based on the actual initial public offering price of our ADSs and the number of ordinary shares newly issued and to be sold in this offering as
determined at pricing.
 
                         

              Average Price     
  Ordinary Shares Purchased   Total Consideration   per Ordinary   Average Price  
  Number   Percent   Amount   Percent   Share   per ADSs  

 

Existing shareholders                    %                   % US$          US$         
New investors                    US$   US$  
                         

Total        %       % US$   US$  
                         

 

A US$1.00 increase (decrease) in the assumed initial public offering price of US$             per ADS would increase (decrease) total consideration paid by new investors, total
consideration paid by all shareholders and the average price per ADS paid by all shareholders by US$             million, US$             million and US$            , respectively, assuming no change
in the number of ADSs sold by us as set forth on the cover page of this prospectus and without deducting underwriting discounts and commissions and other expenses of the offering.
 

The dilution to new investors will be US$             per ordinary share and US$             per ADS, if the underwriters exercise in full their option to purchase additional ADSs.
 

The discussion and tables above also assume no exercise of any outstanding share options. As of September 30, 2009, there were 4,765,800 ordinary shares available for future
issuance upon the exercise of future grants under our share incentive plan. To the extent that any of these options are granted and exercised, there will be further dilution to new investors.
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EXCHANGE RATE INFORMATION
 

Our business is primarily conducted in China and all of our revenues are denominated in Renminbi. Periodic reports made to shareholders will be expressed in Renminbi with
translations of Renminbi amounts into U.S. dollars at the then current exchange rate solely for the convenience of the reader. Conversions of Renminbi into U.S. dollars in this prospectus are
based on, for all dates through December 31, 2008, at the noon buying rate in the City of New York for cable transfers in Renminbi per U.S. dollar as certified for customs purposes by the
Federal Reserve Bank of New York, or the noon buying rate, and for January 1, 2009 and all later dates and periods, the noon buying rate as set forth in the H.10 statistical release of the
Federal Reserve Board. Unless otherwise noted, all translations from Renminbi to U.S. dollars and from U.S. dollars to Renminbi in this prospectus were made at a rate of RMB6.8262 to
US$1.00, the noon buying rate in effect as of September 30, 2009. We make no representation that any Renminbi or U.S. dollar amounts could have been, or could be, converted into
U.S. dollars or Renminbi, as the case may be, at any particular rate, the rates stated below, or at all. The PRC government imposes control over its foreign currency reserves in part through
direct regulation of the conversion of Renminbi into foreign exchange and through restrictions on foreign trade. On November 13, 2009, the noon buying rate was RMB6.8260 to US$1.00.
 

The following table sets forth information concerning exchange rates between the RMB and the U.S. dollar for the periods indicated.
 
                 

  Noon Buying Rate  
Period  Period End   Average(1)   Low   High  

  (RMB per US$1.00)  
 

2004   8.2765   8.2768   8.2774   8.2764 
2005   8.0702   8.1826   8.2765   8.0702 
2006   7.8041   7.9579   8.0702   7.8041 
2007   7.2946   7.5806   7.8127   7.2946 
2008   6.8225   6.9193   7.2946   6.7800 
2009 (through September 30)   6.8262   6.8306   6.8470   6.8176 
2009                 

May   6.8227   6.8221   6.8265   6.8176 
June   6.8302   6.8334   6.8371   6.8264 
July   6.8319   6.9186   6.8342   6.8300 
August   6.8299   6.8323   6.8358   6.8299 
September   6.8262   6.8277   6.8303   6.8247 
October   6.8264   6.8267   6.8292   6.8248 
November (through November 13)   6.8260   6.8265   6.8278   6.8255 

 

 

(1) Annual averages are calculated from month-end rates. Monthly averages are calculated using the average of the daily rates during the relevant period.
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ENFORCEABILITY OF CIVIL LIABILITIES
 

We are incorporated in the Cayman Islands to take advantage of certain benefits associated with being a Cayman Islands exempted company, such as:
 

 • political and economic stability;
 

 • an effective judicial system;
 

 • a favorable tax system;
 

 • the absence of exchange control or currency restrictions; and
 

 • the availability of professional and support services.
 

However, certain disadvantages accompany incorporation in the Cayman Islands. These disadvantages include:
 

 • the Cayman Islands has a less developed body of securities laws as compared to the United States and provides significantly less protection to investors; and
 

 • Cayman Islands companies do not have standing to sue before the federal courts of the United States.
 

Our constituent documents do not contain provisions requiring that disputes, including those arising under the securities laws of the United States, between us, our officers, directors
and shareholders, be arbitrated.
 

Substantially all of our current operations are conducted in China, and substantially all of our assets are located in China. A majority of our directors and officers are nationals or
residents of jurisdictions other than the United States and a substantial portion of their assets are located outside the United States. As a result, it may be difficult for a shareholder to effect
service of process within the United States upon us or such persons, or to enforce against us or them judgments obtained in United States courts, including judgments predicated upon the
civil liability provisions of the securities laws of the United States or any state in the United States.
 

We have appointed National Registered Agents, Inc. as our agent to receive service of process with respect to any action brought against us in the United States District Court for the
Southern District of New York under the federal securities laws of the United States or of any state in the United States or any action brought against us in the Supreme Court of the State of
New York in the County of New York under the securities laws of the State of New York.
 

Walkers, our counsel as to Cayman Islands law, and Jingtian & Gongcheng Attorneys At Law, our counsel as to PRC law, have advised us, respectively, that there is uncertainty as to
whether the courts of the Cayman Islands and the PRC, respectively, would:
 

 • recognize or enforce judgments of United States courts obtained against us or our directors or officers predicated upon the civil liability provisions of the securities laws of the
United States or any state in the United States; or

 

 • entertain original actions brought in each respective jurisdiction against us or our directors or officers predicated upon the securities laws of the United States or any state in the
United States.

 

Walkers has further advised us that:
 

 • a final and conclusive judgment in the federal or state courts of the United States under which a sum of money is payable, other than a sum payable in respect of taxes, fines,
penalties or similar charges, and which was neither obtained in a waiver nor is of a kind of enforcement which is contrary to natural justice or the public policy of the Cayman
Islands, may be subject to enforcement proceedings as a debt in the courts of the Cayman Islands under common law; and
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 • it is unlikely that a monetary award ordered by a U.S. court as a result of a fine or a penalty arising under the U.S. federal securities laws would be recognized as valid, or
enforced, by the courts of the Cayman Islands.

 

Jingtian & Gongcheng Attorneys At Law has advised us further that the recognition and enforcement of foreign judgments are provided for under the PRC Civil Procedures Law.
PRC courts may recognize and enforce foreign judgments in accordance with the requirements of the PRC Civil Procedures Law based either on treaties between the PRC and the country
where the judgment is made or on reciprocity between jurisdictions, provided that the foreign judgments do not violate the basic principles of laws of the PRC or its sovereignty, security or
social and public interests. As there is currently no treaty or other form of reciprocity between the PRC and the United States governing the recognition of judgments, there is uncertainty on
whether and/or upon what basis a PRC court would enforce judgments rendered by courts in the United States.

53



Table of Contents

 

OUR HISTORY AND CORPORATE STRUCTURE
 

Our History
 

Concord Medical was incorporated in the Cayman Islands on November 27, 2007 and became our ultimate holding company on March 7, 2008, when the shareholders of Ascendium,
a holding company incorporated in the British Virgin Islands on September 10, 2007, exchanged all of their shares for shares of Concord Medical. Prior to that, on October 30, 2007,
Ascendium had acquired 100% of the equity interest in Our Medical Services, Ltd., or OMS, resulting in a change in control. We refer to this transaction as the OMS reorganization in this
prospectus. Prior to the OMS reorganization, OMS, together with Aohua Medical, in which OMS effectively held all of the equity interest at the time, operated all of our business.
 

Aohua Medical was incorporated by OMS on July 23, 1997 and OMS contributed RMB4.8 million to Aohua Medical, representing 90% of the equity interest in Aohua Medical. The
other 10% of Aohua Medical was held by two nominees who acted as the custodians of such equity interest. On June 10, 2009, this 10% equity interest was transferred to our subsidiary
Shenzhen Aohua Medical Leasing and Services Co., Ltd., or Aohua Leasing. The two nominees have not maintained their required capital contributions at any time subsequent to the
incorporation of Aohua Medical. Due to this capital deficiency as well as other legal conditions, the two nominees had no legal rights to participate either retrospectively or prospectively at
any time in any profits or losses of Aohua Medical or to share in any residual assets or any proceeds in the event that Aohua Medical encountered a liquidation event. For these reasons, we
do not account for this 10% equity interest as a minority interest in our consolidated results of operations or financial position.
 

On July 31, 2008, our subsidiary Ascendium acquired 100% of the equity interest in China Medstar, a Singapore company, together with its wholly owned PRC subsidiary, Medstar
(Shanghai) Leasing Co., Ltd., or Shanghai Medstar, for approximately £17.1 million or approximately RMB238.7 million (US$35.0 million). China Medstar, through its then subsidiary
Shanghai Medstar, engaged in the provision of medical equipment leasing and management services to hospitals in the PRC. On August 17, 2009, 100% of the equity interest in Shanghai
Medstar was transferred from China Medstar to Ascendium.
 

On October 28, 2008, we acquired control of Beijing Xing Heng Feng Medical Technology Co., Ltd., or Xing Heng Feng Medical, through our subsidiaries Aohua Leasing and CMS
Hospital Management Co., Ltd., or CMS Hospital Management, by acquiring 100% of its equity interest, which corresponded to its then paid-in registered capital. We paid total
consideration of approximately RMB35.0 million (US$5.1 million) for this acquisition.
 

We currently conduct substantially all of our operations through the following subsidiaries in the PRC:
 

 • Shenzhen Aohua Medical Services Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic center
management services to hospitals in the PRC;

 

 • Shenzhen Aohua Medical Leasing and Services Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic
equipment leasing services to hospitals in the PRC;

 

 • Medstar (Shanghai) Leasing Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the sale of medical equipment and the provision of radiotherapy and
diagnostic equipment leasing and management services to hospitals in the PRC;

 

 • CMS Hospital Management Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic equipment management
services to hospitals in the PRC; and

 

 • Beijing Xing Heng Feng Medical Technology Co., Ltd., our wholly owned subsidiary incorporated in the PRC that engages in the provision of radiotherapy and diagnostic
equipment management services to hospitals in the PRC.
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Our Corporate Structure
 

The following diagram illustrates our corporate structure and the place of organization of each of our subsidiaries as of the date of this prospectus:
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA
 

The following tables set forth the selected consolidated financial and operating data of us and our predecessor, OMS, for the periods indicated. Concord Medical was incorporated on
November 27, 2007. On March 7, 2008, the shareholders of Ascendium exchanged their shares in Ascendium for shares of Concord Medical at the rate of 10 shares in Concord Medical for
one share in Ascendium. As a result, Concord Medical became our ultimate holding company. Our financial statements have been prepared as if the current corporate structure had been in
existence from September 10, 2007, the date on which Ascendium was incorporated. Prior to the OMS reorganization, which became effective on October 30, 2007, OMS, together with
Aohua Medical, in which OMS effectively held all of the equity interest at the time, operated all of the business of our company. As a result of the OMS reorganization, there was a change in
control of OMS with the Ascendium shareholders effectively acquiring OMS from the OMS shareholders. For additional information relating to our history and reorganization, see “Our
History and Corporate Structure.” For financial statements reporting purposes, OMS is deemed to be the predecessor reporting entity for periods prior to October 30, 2007.
 

The following selected consolidated statements of operations and other consolidated financial data for the period from January 1, 2007 to October 30, 2007, for the period from
September 10, 2007 to December 31, 2007 and for the year ended December 31, 2008 (other than the net loss per ADS data) and the selected consolidated balance sheet data as of
December 31, 2007 and 2008 have been derived from our audited consolidated financial statements, which are included elsewhere in this prospectus. The following selected consolidated
statements of operations for the year ended December 31, 2006 and the selected consolidated balance sheet data as of December 31, 2006 have been derived from our unaudited consolidated
financial statements, which are not included in this prospectus. The following selected consolidated statements of operations and other consolidated financial data for the nine months ended
September 30, 2008 and 2009 (other than the net loss per ADS data) and selected consolidated balance sheet data as of September 30, 2009 have been derived from our unaudited interim
condensed consolidated financial statements, which are included elsewhere in this prospectus. We have prepared the unaudited interim condensed consolidated financial statements on the
same basis as our audited consolidated financial statements. The unaudited interim condensed consolidated financial statements include all adjustments, consisting only of normal and
recurring adjustments, which we consider necessary for a fair presentation of our financial position and operating results for the periods presented. You should read the selected consolidated
financial data in conjunction with those financial statements and the related notes and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included
elsewhere in this prospectus. Our historical results do not necessarily indicate our results expected for any future periods. Our consolidated financial statements are prepared and presented in
accordance with U.S. GAAP. The consolidated financial statements of each of us and our predecessor are prepared and presented in accordance with U.S. GAAP. Our historical results are
not necessarily indicative of our results expected for any future periods.
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  Predecessor    Concord Medical (Successor)  
     Period from    Period from           
     January 1,    September 10,           
  Year Ended   2007 to    2007 to           
  December 31,   October 30,    December 31,   Year Ended December 31,   Nine Months Ended September 30,  
  2006   2007    2007   2008   2008   2009  
         RMB   RMB   US$           
     RMB                     
  RMB                RMB   RMB   US$  
  (in thousands, except share, per share and per ADS data)  

Selected Consolidated Statements of Operations Data                                  
Revenues, net of business tax, value-added tax and related surcharges:                                  

Lease and management services   61,440   63,082    13,001   155,061   22,716   94,296   184,937   27,092 
Management services   876   4,340    982   12,677   1,857   7,519   20,096   2,944 
Other, net   —    —     —    4,051   593   178   624   91 

                                  

Total net revenues   62,316   67,422    13,983   171,789   25,166   101,993   205,657   30,127 
Cost of revenues:                                  

Lease and management services   (22,388)   (20,396)    (1,908)   (25,046)   (3,669)   (14,671)   (42,144)   (6,174)
Amortization of acquired intangibles   —    —     (2,002)   (20,497)   (3,003)   (13,671)   (20,388)   (2,987)
Management services   (24)   (20)    (4)   (54)   (8)   (19)   (9)   (1)

                                  

Total cost of revenues   (22,412)   (20,416)    (3,914)   (45,597)   (6,680)   (28,361)   (62,541)   (9,162)
Gross profit   39,904   47,006    10,069   126,192   18,486   73,632   143,116   20,965 
Operating expenses:                                  

Selling expenses   (1,267)   (1,601)    (757)   (5,497)   (805)   (3,275)   (4,463)   (654)
General and administrative expenses(1)   (15,600)   (8,467)    (57,171)   (18,869)   (2,764)   (12,468)   (19,687)   (2,884)

                                  

Operating income (loss)   23,037   36,938    (47,859)   101,826   14,917   57,889   118,966   17,427 
Interest expense   (1,710)   (954)    (279)   (7,455)   (1,092)   (5,293)   (4,880)   (715)
Change in fair value of convertible notes   —    —     (341)   (464)   (68)   (460)   —    —  
Foreign exchange loss   —    —     (4)   (325)   (48)   (17)   (218)   (32)
(Loss) gain from disposal of equipment   (469)   (1,555)    (25)   658   96   392   —    —  
Interest income   68   15    —    430   63   116   823   121 
Other income   —    —     —    7,734   1,133   —    —    —  
                                  

Income (loss) before income taxes   20,926   34,444    (48,508)   102,404   15,001   52,627   114,691   16,801 
Income tax (expenses) benefit   (4,097)   (15,014)    182   (23,335)   (3,418)   (12,611)   (25,734)   (3,770)
                                  

Net income (loss)   16,829   19,430    (48,326)   79,069   11,583   40,016   88,957   13,031 
                                  

Accretion of Series A contingently redeemable convertible preferred shares   —    —     —    (270,343)   (39,604)   (262,286)   (23,851)   (3,494)
Accretion of Series B contingently redeemable convertible preferred shares   —    —     —    (304,763)   (44,646)   —    (38,383)   (5,623)
Net income (loss) attributable to ordinary shareholders   16,829   19,430    (48,326)   (496,037)   (72,667)   (222,270)   26,723   3,914 
                                  

Earning (loss) per share — basic and diluted(2)   0.34   0.39    (0.97)   (8.63)   (1.26)   (3.67)   0.38   0.06 
Earning (loss) per ADS — basic and diluted                                  
Shares used in computation — basic and diluted   50,000,000   50,000,000    50,000,000   57,481,400   57,481,000   60,621,700   70,428,100   70,428,100 
ADSs used in computation — basic and diluted                                  
                                  
 

 

(1) Our general and administrative expenses include share-based compensation expenses related to certain share options granted in 2007 that amounted to RMB49.5 million, RMB4.2 million (US$0.6 million) and RMB4.2 million in
2007, 2008 and for the nine months ended September 30, 2008, respectively. We did not recognize any share-based compensation expenses in 2006 and for the nine months ended September 30, 2009.

 

(2) On November 17, 2009, we effected a share split whereby all of our issued and outstanding 704,281 ordinary shares of a par value of US$0.01 per share were split into 70,428,100 ordinary shares of US$0.0001 par value per share
and the number of our authorized shares were increased from 4,500,000 to 450,000,000. The share split has been retroactively reflected in this prospectus so that share number, per share price and par value data are presented as if the
share split had occurred from our inception.
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  As of December 31,   As of September 30,  
  2006   2007   2008   2008   2009  
  RMB   RMB   RMB   US$   RMB   US$  
  (in thousands)  

 

Selected Consolidated Balance Sheet Data                         
Cash   606   39,792   353,991   51,858   285,703   41,854 
Total current assets   23,333   66,135   492,978   72,219   466,487   68,338 
Property, plant and equipment, net   231,215   54,703   349,121   51,144   557,433   81,661 
Goodwill   —    259,282   300,163   43,972   300,163   43,972 
Acquired intangible assets, net   —    129,998   181,838   26,638   161,450   23,652 
                         

Total assets   256,330   543,023   1,514,395   221,850   1,673,254   245,122 
                         

Long-term bank borrowings, current portion   —    —    39,840   5,836   44,880   6,575 
Long-term bank borrowings, non-current portion   —    —    52,120   7,635   104,912   15,369 
Series A contingently redeemable convertible preferred shares   —    —    254,358   37,262   269,017   39,409 
Series B contingently redeemable convertible preferred shares   —    —    411,101   60,224   434,036   63,584 
Total shareholders’ equity   134,264   394,878   565,020   82,772   591,582   86,663 
                         

Total liabilities and shareholders’ equity   256,330   543,023   1,514,395   221,850   1,673,254   245,122 
                         

 
                              

  
  Predecessor    Concord Medical (Successor)  
  Period from    Period from           
  January 1,    September 10,           
  2007    2007           
  to    to           
  October 30,    December 31,      Nine Months Ended September 30,  
  2007    2007   Year Ended December 31, 2008   2008   2009  
  RMB    RMB   RMB   US$   RMB   RMB   US$  
      (in thousands)  

Selected Consolidated Statements of Cash Flow
Data                              

Net cash generated from operating activities   44,593    6,103   46,774   6,852   27,370   104,500   15,308 
Net cash used in investing activities(1)   (50,452)    (30,441)   (376,371)   (55,136)   (300,692)   (223,426)   (32,731)
Net cash generated from financing activities   6,020    63,225   649,494   95,147   278,407   50,829   7,448 
Exchange rate effect on cash   —     138   (5,698)   (834)   (5,949)   (191)   (29)
Net increase (decrease) in cash   161    39,025   314,199   46,029   (864)   (68,288)   (10,004)
 

 

(1) Net cash used in investing activities in 2008 and for the nine months ended September 30, 2008 and 2009 includes acquisition, net of cash acquired, of RMB231.5 million (US$33.9 million). RMB219.2 million and RMB21.5 million
(US$3.2 million), respectively.
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  As of December 31,   As of September 30,  
Operating Data(1)  2007   2008   2009  
 

Number of primary medical equipment owned:             
Linear accelerators   1   12   16 
Head gamma knife systems   15   15   16 
Body gamma knife systems   8   9   10 
PET-CT scanners   —    3   7 
MRI scanners   2   10   16 
Others(2)   8   15   16 

             

Total   34   64   81 
             

 
             

  Year Ended December 31,   Nine Months Ended September 30,  
  2007   2008   2009  

 

Number of patient cases treated or diagnosed by our primary medical equipment:             
Linear accelerators   697   4,678   8,554 
Head gamma knife systems   8,493   9,455   7,767 
Body gamma knife systems   2,635   3,057   2,706 
PET-CT scanners   —    1,929   3,766 
MRI scanners   11,830   31,827   57,972 

 
                          

 
  Predecessor   Concord Medical (Successor)  Combined  Concord Medical (Successor)
  Period from   Period from         
  January 1, 2007   September 1,  Year Ended       
  to October 30,   2007 to  December 31,    Nine Months Ended September 30,
  2007   December 31, 2007  2007  Year Ended December 31, 2008  2008  2009

 
  (in RMB thousands)

Total net revenues generated by our primary
medical equipment under lease and
management services arrangements:                          
Linear accelerators   3,206    877   4,083   40,506   21,588   60,183 
Head gamma knife systems   40,408    8,731   49,139   65,365   47,096   51,673 
Body gamma knife systems   13,537    2,565   16,102   20,071   12,225   18,204 
PET-CT scanners   —     —    —    5,241   578   14,289 
MRI scanners   2,899    437   3,336   15,123   7,515   27,618 
Others(2)   3,032    391   3,423   8,755   5,294   12,970 

                          

Total net revenues — lease and management
services   63,082    13,001   76,083   155,061   94,296   184,937 

                          

 

 

(1) Excluding data from seven, eight and two centers under service-only agreements as of December 31, 2007, December 31, 2008 and September 30, 2009, respectively.
(2) Other primary medical equipment used includes CT scanners and ECT scanners for diagnostic imaging, electroencephalography for the diagnosis of epilepsy, thermotherapy to increase the efficacy of and for pain relief after

radiotherapy and chemotherapy, high intensity focused ultrasound therapy for the treatment of cancer, stereotactic radiofrequency ablation for the treatment of Parkinson’s Disease and refraction and tonometry for the diagnosis of
ophthalmic conditions.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

 

You should read the following discussion and analysis of our financial condition and results of operations in conjunction with the section entitled “Selected Consolidated Financial
Data” and our consolidated financial statements and the related notes included elsewhere in this prospectus. This discussion contains forward-looking statements that involve risks and
uncertainties. Our actual results and the timing of selected events could differ materially from those anticipated in these forward-looking statements as a result of various factors, including
those set forth under “Risk Factors” and elsewhere in this prospectus.
 

Concord Medical was incorporated on November 27, 2007. On March 7, 2008, the shareholders of Ascendium exchanged their shares in Ascendium for shares of Concord Medical.
As a result, Concord Medical became our ultimate holding company. Our financial statements have been prepared as if the current corporate structure had been in existence from
September 10, 2007, the date on which Ascendium was incorporated. Prior to the OMS reorganization, which became effective on October 30, 2007, OMS, together with Aohua Medical, in
which OMS effectively held all of the equity interest at the time, operated all of the business of our company. As a result of the OMS reorganization, there was a change in control of OMS
with the Ascendium shareholders effectively acquiring OMS from the OMS shareholders. For additional information relating to our history and reorganization, see “Our History and
Corporate Structure.” In our discussion for the year ended December 31, 2007, we refer to certain financial statement line items as “combined” for comparative purposes, which do not
comply with U.S. GAAP. The unaudited combined amounts represent the addition of the amounts for certain financial statement line items of OMS, our predecessor, for the period from
January 1, 2007 to October 30, 2007, and the amounts for the corresponding line items of Concord Medical for the period from September 10, 2007 to December 31, 2007. We have included
these unaudited combined amounts as we believe they are helpful for the reader to gain a better understanding of results of operations for a complete fiscal year and to improve the
comparative analysis against the results of operations for the year ended December 31, 2008. These unaudited combined amounts do not purport to represent what our financial position,
results of operations or cash flows would have been if our reorganization had occurred on January 1, 2007.
 

Overview
 

We operate the largest network of radiotherapy and diagnostic imaging centers in China in terms of revenues and the total number of centers in operation in 2008, according to a
report by Frost & Sullivan commissioned by us. Most of the centers in our network are established through long-term lease and management services arrangements typically ranging from six
to 20 years entered into with hospitals. Under these arrangements, we receive a contracted percentage of each center’s revenue net of specified operating expenses. Such contracted
percentages typically range from 50% to 90% and are adjusted based on a declining scale over the term of the arrangement but in certain circumstances, are fixed for the duration of the
arrangement. Each center is located on the premises of our hospital partners and is typically equipped with a primary unit of advanced radiotherapy or diagnostic imaging equipment, such as
a linear accelerator, head gamma knife system, body gamma knife system, PET-CT scanner or MRI scanner. We manage each center jointly with our hospital partner and we purchase the
medical equipment used in our network of centers and lease such equipment to our hospital partners.
 

To complement our organic growth, we have also selectively acquired businesses to expand our network. In July 2008, we acquired China Medstar, a company then publicly listed on
the AIM, for approximately £17.1 million or approximately RMB238.7 million (US$35.0 million). At the time of the acquisition, China Medstar jointly managed 23 centers with its hospital
partners across 14 cities in China. In addition to our acquisition of China Medstar, we have also acquired other businesses in 2008, including Xing Heng Feng Medical, a company that
managed two centers providing PET-CT scan diagnosis with its hospital partners, in October 2008.
 

To further enhance our reputation as a leading provider of radiotherapy treatment service and attract high quality doctors, we plan to establish and operate specialty cancer hospitals in
China. Our first specialty cancer hospital, the Chang’an CMS International Cancer Center, in Xi’an, Shaanxi Province, is expected to commence operation in early 2010. In addition, we are
in the process of establishing another specialty cancer hospital, the Beijing Proton Medical Center, which is expected to commence operation in 2012.
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Our business has grown significantly in recent years through development of new centers, increases in the number of patient cases in our network and acquisitions. We have increased
the number of centers in our network from 41 at the end of 2007 to 72 at the end of 2008 and to 83 as of September 30, 2009. Our total net revenues were RMB67.4 million,
RMB14.0 million and RMB171.8 million (US$25.2 million) for the period from January 1, 2007 to October 30, 2007, the period from September 10, 2007 to December 31, 2007 and in
2008, respectively. Our total net revenues in 2008 on a pro forma basis, which gives effect to our acquisition of China Medstar as if it had been completed on January 1, 2008, were
RMB234.7 million (US$34.4 million). Our total net revenues increased to RMB205.7 million (US$30.1 million) for the nine months ended September 30, 2009 from RMB102.0 million for
the same period in 2008, due primarily to an increase in the number of centers in our network, including centers added to our network as a result of our acquisition of China Medstar, and an
increase in the number of patient cases in existing centers. On a pro forma basis, which gives effect to our acquisition of China Medstar as if it had been completed on January 1, 2008, our
total net revenues for the nine months ended September 30, 2008 were RMB164.9 million.
 

Factors Affecting Our Results of Operations
 

Our financial performance and results of operations are generally affected by the number of cancer patients in China. According to a report by Frost & Sullivan, patients diagnosed
with cancer in China increased from approximately 2.8 million patients in 2003 to 3.5 million patients in 2008. Frost & Sullivan further estimates that new cancer cases will increase to
approximately 4.1 million in China in 2015. Based on a survey conducted by the MOH, the increase in cancer cases is primarily attributable to demographic changes and urbanization. With
the continued increase in disposable income, government healthcare spending and medical insurance coverage, there has been a considerable increase in demand for cancer diagnosis and
treatments and we have been able to grow our business significantly by providing high quality radiotherapy and diagnostic imaging services in China to address such needs. In addition,
public hospitals generally lack the financial resources to purchase, or the expertise to operate, radiotherapy and diagnostic imaging centers. Such factors combined have contributed favorably
to the growth of our business.
 

We believe that the radiotherapy and diagnostic imaging market will continue to be favorable in the future. However, changes in the cancer treatment market in China, whether due to
changes in government policy or any decrease in the number of cancer cases treated by radiotherapy in China, may have an adverse effect on our results of operations. See “Regulation of
Our Industry.”
 

In addition to general industry and regulatory factors, our financial performance and results of operations are affected by company-specific factors. We believe that the most
significant of these factors are:
 

 • our ability to expand our network of centers;
 

 • the number of patient cases treated in our network;
 

 • the operational arrangements with our hospital partners;
 

 • the range and mix of services provided in our network; and
 

 • the cost of our medical equipment.
 

Our Ability to Expand Our Network of Centers
 

Our ability to expand our network of centers is one of the most important factors affecting our results of operation and financial condition. Historically, our business growth has been
primarily driven by developing new centers through entering into new arrangements with hospital partners or acquisitions from third parties and we expect this to continue to be the key
driver for our future growth. Each additional center that we develop increases the number of patient cases treated in our network and contributes to our continued revenue growth. However,
new centers developed through our entering into new arrangements with hospital partners generally involve a ramp-up period during which time the operating efficiency of such centers may
be lower than that of our established centers, which may negatively affect our profitability. In addition, if we establish additional centers through acquisition, our acquired intangible assets
will increase and the resulting amortization expenses may, to a significant extent, offset
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the benefit of the increase in revenues generated from centers established through acquisitions. Further, other factors such as the financial resources and know-how of hospitals in China to
purchase medical equipment directly and to operate radiotherapy and diagnostic imaging centers independently, and the number of units of radiotherapy and diagnostic imaging equipment
that are allocated by the PRC government for purchase, will also affect our ability to expand our network. Our ability to expand our network will depend on a number of factors, such as:
 

 • the reputation of our existing network of centers and doctors providing services in our network of centers;
 

 • our financial resources;
 

 • our ability to timely establish and manage new centers in conjunction with our hospital partners; and
 

 • our relationship with our hospital partners.
 

In 2008, we added 32 new centers under lease and management services arrangements, of which 25 were added through various acquisitions in 2008. During the nine months ended
September 30, 2009, we added 19 new centers to our network under similar lease and management services arrangements, five of which were converted in August 2009 from six centers that
were previously managed under service-only agreements.
 

The Number of Patient Cases Treated in Our Network
 

Increasing the number of patient cases diagnosed and treated at our existing centers is important for the continued growth of our business. The number of patient cases is primarily
driven by doctor referrals. Doctors decide whether to refer patients to centers in our network based on factors such as the reputation of the center, the location of the center and the reputation
of the doctors who provide services in the center. In addition, the referring doctors’ awareness of the efficacy and benefits of radiotherapy treatments and their preference as to other cancer
treatment methods also contribute to their willingness to refer cases for diagnosis and treatment to the centers in our network. Accordingly, we have focused our marketing efforts on
increasing referring doctors’ awareness of the efficacy of radiotherapy treatments and the advantages of the treatment options available to their patients in our network of centers. There is
also typically a ramp-up period for newly established centers during which time acceptance by doctors and patients of such new centers gradually pick up and the number of patient cases
increase.
 

The Operational Arrangements with Our Hospital Partners
 

The majority of our total net revenues is derived from our lease and management services arrangements with our hospital partners which typically range from six to 20 years and
under which we receive a contracted percentage of each center’s revenue net of specified operating expenses. Such contracted percentages typically ranges from 50% to 90% and are
typically adjusted based on a declining scale over the term of the arrangement but in certain circumstances, are fixed for the duration of the arrangement. In the event that specified operating
expenses exceed the revenues of the center, we would collect no revenues from such center. As a result, our ability to negotiate a higher contracted percentage and our ability to contain
operating expenses will have a significant effect on our revenues and profitability.
 

In negotiations with hospitals as to our contracted percentage, we consider factors such as:
 

 • the size and location of potential hospital partner;
 

 • the length of the arrangement;
 

 • the type of medical equipment to be installed in the hospital’s center;
 

 • the capabilities of the doctors that will provide services at the centers; and
 

 • the potential growth of such center.
 

Our ability to achieve a higher contracted percentage also depends on our bargaining power relative to our potential hospital partners and on the purchase price of the medical equipment to
be used at the new centers. We believe that our contracted percentage of centers’ revenue for new arrangements will generally decline over time as the purchase
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prices of the primary medical equipment used in our network of centers decrease due to technological advancement and increased competition.
 

We also provide management services to a small number of centers through service-only agreements where we receive a management fee equal to a contracted percentage of each
center’s revenue net of specified operating expenses. Such service-only agreements typically increase our profitability as we do not own the medical equipment used by such centers, and
thus do not incur the associated depreciation expenses. However, service-only agreements are usually short-term in nature, and the risk of non-renewal of such agreements is high. We also
typically receive a lower contracted percentage under such service-only agreements compared to the percentage we receive from centers managed under lease and management services
arrangements. Accordingly, we do not intend to substantially increase the number of service-only agreements in the future. In addition, we have in August 2009 converted six centers under
service-only agreements to five centers managed under lease and management services arrangements by purchasing from Chang’an Hospital Co., Ltd., or Chang’an Hospital, six units of
radiotherapy and diagnostic imaging equipment that were located at the six centers managed under service-only agreements.
 

Further, we are also currently in the process of establishing specialty cancer hospitals that will be majority owned and operated by us. For such hospitals, we will need to hire a
significant number of medical and other personnel and incur other start-up costs that will result in an increase in our operating expenses without a corresponding increase in revenues during
the initial ramp-up period. As a result, our profitability may be negatively affected.
 

The Range and Mix of Services Provided in Our Network
 

The medical service fees charged for the services provided in our network of centers vary by the type of medical equipment used as well as the provinces or regions in China in which
such centers are located due to the varying applicable price ceilings. Medical service fees in China are subject to government controlled price ceilings established by the relevant government
authorities in the different provinces and regions. See “Regulation of Our Industry — Pricing of Medical Services.” The maximum medical service fees for the same treatment using the same
equipment may differ between provinces and regions. Centers established in provinces or regions with a significantly higher price ceiling may result in an increase in our revenues derived
from such centers and higher profit margin for the centers, resulting in an increase in our profitability. In addition, certain medical services allow us to charge higher fees than other types of
medical services. For example, medical service fees for treatments provided through head gamma knife systems typically range from approximately RMB9,000 to RMB20,000 per patient
case, with each treatment lasting one session for approximately 10 to 30 minutes, medical service fees for treatments provided through body gamma knife systems typically range from
approximately RMB12,500 to RMB25,000 per patient case, with each treatment lasting five to 10 sessions and 10 to 20 minutes each, and medical service fees for treatments provided
through linear accelerators range from approximately RMB8,000 to RMB20,000 per patient case, with each treatment lasting from 20 to 40 sessions and 10 to 20 minutes each. In addition,
linear accelerators can be integrated with specialized computer software and advanced imaging and detection equipment to provide more effective and advanced treatments such as three-
dimensional conformal radiation therapy, which significantly increase the medical service fees per treatment. Furthermore, diagnostic imaging services typically have a lower profit margin
than radiotherapy treatment.
 

The Cost of Our Medical Equipment
 

Depreciation expense associated with the medical equipment that we purchase and use in the centers represents a significant portion of our cost of revenues. Our ability to reduce the
price of medical equipment purchased, thereby reducing the depreciation expense associated with the medical equipment purchased, will serve to increase our profitability. Our extensive
network of centers has provided us with increased bargaining power with equipment manufacturers. We have entered into strategic agreements with certain medical equipment manufacturers
in order to lower the average cost of our equipment. Such agreements provide that we will receive preferential pricing if we purchase a certain number of units of equipment from a
manufacturer within a given period of time. However, we are not required by such agreements to commit to purchase a minimum number of units of equipment from such manufacturers or
precluded from purchasing equipment from other manufacturers. We aim to continue to enter into additional strategic agreements with medical equipment manufacturers to further
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reduce the cost of our equipment in the future. Furthermore, we expect the purchase prices of our primary medical equipment to decrease over time as a result of technological advancement
and increased competition.
 

Financial Impact of Our Reorganization and Acquisitions
 

Prior to the OMS reorganization on October 30, 2007, OMS, together with Aohua Medical, in which OMS effectively held all of the equity interest at the time, operated all of our
business. As part of the OMS reorganization, there was a change in control of OMS whereby the Ascendium shareholders effectively acquired OMS from the OMS shareholders through the
issuance of Ascendium shares. For financial statements reporting purposes, OMS is deemed to be our predecessor reporting entity for periods prior to October 30, 2007. The purchase price
for the acquisition was determined to be RMB393.4 million (US$57.6 million), which represented the fair value of the Ascendium shares issued as consideration to the OMS shareholders.
This transaction established a new basis of accounting with the purchase price allocated to OMS’s tangible and identifiable intangible assets and liabilities based on their estimated fair value
as of October 30, 2007, including RMB259.3 million as to goodwill, RMB132.0 million as to other intangible assets — customer relationships and operating leases and RMB53.8 million
(new basis) in property, plant and equipment. The effect of the new basis includes the reduction of the book value of medical equipment used in our network of centers to their fair value as at
October 30, 2007, which reduces the depreciation expenses of the medical equipment, and results in an incremental amortization expense of the acquired intangible assets.
 

We completed the following acquisition of four businesses in 2008:
 

 • China Medstar in July 2008 for approximately £17.1 million or approximately RMB238.7 million (US$35.0 million);
 

 • Xing Heng Feng Medical in October 2008 for approximately RMB35.0 million (US$5.1 million);
 

 • certain medical equipment located in Tianjin People’s Liberation Army 272 Hospital and the related business from a third party for RMB14.0 million (US$2.1 million); and
 

 • certain medical equipment located in People’s Liberation Army 254 Hospital and the related business from another third party for RMB4.0 million (US$0.6 million).
 

The consideration paid for each acquisition was allocated to the net assets acquired at estimated fair value, with the acquired intangible assets amortized over the period of expected
benefits to be realized. The results of operations of China Medstar were consolidated into our results of operations commencing in August 2008 and the results of operations of Xing Heng
Feng Medical were consolidated into our results of operations commencing in November 2008.
 

Revenues
 

The majority of our revenues are directly related to the number of patient cases treated in our network. We receive a contracted percentage of each center’s revenue net of specified
operating expenses. Such revenues are derived from medical service fees received by our hospital partners for the services provided in the centers. The specified operating expenses of
centers typically include variable expenses, such as salaries and benefits of the medical and other personnel at the center, the cost of medical consumables, marketing expenses, training
expenses, utility expenses and routine equipment repair and maintenance expenses. Corporate level expenses that cannot be directly attributable to one center are typically accounted for as
our cost of revenues. In addition, under certain lease and management services arrangements with our hospital partners, certain of the center-incurred expenses may be accounted for as our
cost of revenues rather than as the expenses of the centers. Our contracted percentages typically range from 50% to 90% and are typically adjusted on a declining scale over the term of the
arrangement. In certain circumstances, the contracted percentage is fixed for the duration of the arrangement. Revenues derived from such centers are accounted for as “lease and
management services” on our consolidated statement of operation.
 

We also provide management services to a limited number of centers through service-only agreements under which the medical equipment is owned by the hospital or other third
parties. We typically receive a management fee from each center equal to a contracted percentage of the center’s revenue net of specified operating expenses. We
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also provide management services to Chang’an Hospital through a service-only agreement under which we receive a management fee equal to a percentage of the total revenues of the
general hospital. Revenues derived from providing management services through service-only agreements are accounted for as “management services” on our consolidated statement of
operation. As of September 30, 2009, we managed two centers under service-only agreements. We converted six centers managed under service-only agreements in August 2009 to five
centers managed under lease and management services arrangement by purchasing the medical equipment housed in the six centers. As a result, we expect our total net revenues from
management services to decrease in the near future due to a decrease in the number of centers under service-only agreements.
 

We also generate revenues, which are reported as net, from the sale of medical equipment we have purchased to hospitals and receive commissions from manufacturers for acting as
their agent for the sale of such medical equipment to hospitals. We typically enter into a separate purchase agreement with manufacturers or the distributors of such manufacturers each time
we purchase medical equipment for sale.
 

The following table sets forth the breakdown of our total net revenues for the periods indicated:
 
                                         

  Year Ended December 31,   Nine Months Ended September 30,  
  2007(1)   2008   2008   2009  
     % of Total         % of Total      % of Total         % of Total  
  RMB   Net Revenues   RMB   US$   Net Revenues   RMB   Net Revenues   RMB   US$   Net Revenues  
  (in thousands, except for percentages)  

 

Lease and management services   76,083   93.5   155,061   22,716   90.3   94,296   92.5   184,937   27,092   89.9 
Management services   5,322   6.5   12,677   1,857   7.4   7,519   7.4   20,096   2,944   9.8 
Other, net   —    —    4,051   593   2.3   178   0.1   624   91   0.3 
                                         

Total net revenues   81,405   100.0   171,789   25,166   100.0   101,993   100.0   205,657   30,127   100.0 
                                         

 

 

(1) Represent the addition of the amounts for the specific line items of OMS, our predecessor, for the period from January 1, 2007 to October 30, 2007, and the amounts for the corresponding line items of Concord Medical for the period
from September 10, 2007 to December 31, 2007. For the period from September 10, 2007, the date of inception of Ascendium, to October 30, 2007, during which period the financial statements of our predecessor and those of
Concord Medical overlap, Ascendium did not engage in any business or operations. The unaudited combined financial data for the year ended December 31, 2007 do not comply with U.S. GAAP.

 

Fees for medical services provided at the centers are paid directly to our hospital partners by patients and we are not responsible for patient billing and fee collection. Medical service
fees in China are typically paid in full upfront by patients prior to receiving services. Generally, patients claim reimbursements, if any is available under the applicable public or private
medical insurance plans. As a result, hospitals do not generally experience bad debt problems. However, the healthcare reform announced by the PRC government in January 2009 has
introduced pilot public medical insurance plans. Under these plans patients are only responsible for paying their deductible amounts upfront and hospitals are responsible for seeking
reimbursements from the relevant government authorities after the treatments are provided. Certain of the hospitals in which some of the centers in our network are based, as well as
Chang’an Hospital, are involved in such pilot medical insurance plan. We do not expect such change in payment timing to have a direct effect on our ability to collect our contracted
percentage from our hospital partners. However, the ability of our hospital partners to collect medical service fees from the government authorities in a timely manner may affect the timing
of payments made by our hospital partners to us as a result.
 

In the past, we have recorded limited amounts of uncollectible accounts receivable. Our allowance for doubtful accounts amounted to RMB3.8 million (US$0.6 million) as of
December 31, 2008 and September 30, 2009.
 

We have historically derived a large portion of our total net revenues from a limited number of our hospital partners. For the period from January 1, 2007 to October 30, 2007, the
period from September 10, 2007 to December 31, 2007, for the year ended December 31, 2008 and for the nine months ended September 30, 2008 and 2009, net revenue derived from our
top five hospital partners amounted to approximately 61.6%, 64.7%, 37.8%, 42.2% and 34.1%, respectively, of our total net revenues. For these same five periods, three, three, one, one and
two,
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respectively, of our hospital partners, accounted for more than 10.0% of our total net revenues, and our largest hospital partner accounted for 21.7%, 24.2%, 13.5%, 14.4% and 10.7%,
respectively, of our total net revenues during those periods. We expect this revenue concentration to decline over time as our network of centers continues to expand.
 

Our largest hospital partner in terms of revenue contribution for the nine months ended September 30, 2009 was the Chinese People’s Liberation Army Navy General Hospital. We
have entered into lease and management services arrangements for six centers with such hospital partner, with terms that range from 10 to 20 years. A lease and management services
arrangement for one of the centers was newly entered into in July 2009 and such center has not begun operation as of September 30, 2009, but is expected to begin operation at the end of
2009. We receive from our largest hospital partner a contracted percentage of each center’s revenue net of specified operating expenses, which include variable expenses such as the salaries
and benefits of the medical and other personnel at the center, the cost of medical consummables, marketing expenses, training expenses, utility expenses and routine equipment repair and
maintenance expenses. The contracted percentages are typically adjusted based on a declining scale over the term of the arrangements. Typically, these arrangements may be terminated upon
the mutual agreement of the parties if the centers experience an operating loss for a specified period of time or failed to achieve certain operating targets. In addition, the arrangements
typically can be terminated upon the default or failure by either party to perform its respective obligations under the arrangement. Under the arrangements for certain centers and in the event
of early termination as a result of adjustments of relevant policies, our largest hospital partner may be required to purchase the medical equipment from us at the price set forth in the
agreements.
 

Chang’an Hospital accounted for approximately 10.1% of our total net revenues for the nine months ended September 30, 2009. We provide management services to Chang’an
Hospital through a service-only agreement and receive a management fee equal to a percentage of the total revenues of Chang’an Hospital. In addition, we will be eligible to receive annual
bonuses from Chang’an Hospital calculated on the basis of the annual growth rates of Chang’an Hospital’s total revenues. Under the service-only agreement, we are required to pay a
performance deposit of RMB15.0 million (US$2.2 million), which will be refunded to us after the termination or expiration of the service-only agreement. The service-only agreement can be
terminated upon the default or failure by either party to perform its respective obligations under the agreement. We also managed six centers in Chang’an Hospital prior to August 2009
through service-only agreements. In August 2009, we purchased the six units of the medical equipment housed in these six centers from Chang’an Hospital. Two of the six units of medical
equipment were combined into one center and we subsequently entered into a long-term lease and management services arrangement with Chang’an Hospital to manage all the five centers.
Under the lease and management services arrangement with Chang’an Hospital, we receive a contracted percentage of each center’s revenue net of specified operating expenses. The
contracted percentage is adjusted based on a declining scale over the term of the arrangement. The arrangement may be terminated due to changes in government policies that prohibit the
lease of such medical equipment and Chang’an Hospital will be required to pay us the remaining amounts due under the arrangements. In addition, the arrangement can be terminated by us
upon the default or failure by Chang’an Hospital to perform its obligations.
 

We are subject to approximately 5% business tax and related surcharges on certain of our revenues. Such taxes and surcharges amounted to RMB0.4 million, RMB0.2 million,
RMB4.5 million (US$0.7 million), RMB1.9 million and RMB7.5 million (US$1.1 million) for the period from January 1, 2007 to October 30, 2007, the period from September 10, 2007 to
December 31, 2007, in 2008 and for the nine months ended September 30, 2008 and 2009, respectively, and are deducted prior to deriving our total net revenues. In addition, revenue derived
from the sale of medical equipment are net of value-added tax of 17% which amounted to RMB0.9 million (US$0.1 million) and RMB0.1 million (US$15,000) in 2008 and for the nine
months ended September 30, 2009, respectively.
 

We are also currently in the process of establishing two specialty cancer hospitals in China that will be majority owned and operated by us. The Chang’an CMS International Cancer
Center is expected to commence operation in early 2010 and the Beijing Proton Medical Center is expected to commence operation in 2012. We expect such specialty cancer hospitals to
contribute favorably to our total net revenues in the future.
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Cost of Revenues and Operating Expenses
 

The following table sets forth our cost of revenues and operating expenses in absolute amounts and as percentage of our total net revenues for the periods indicated:
 
                                         

  Year Ended December 31,   Nine Months Ended September 30,  
  2007(1)   2008   2008   2009  
     % of Total         % of Total      % of Total         % of Total  
  RMB   Net Revenues   RMB   US$   Net Revenues   RMB   Net Revenues   RMB   US$   Net Revenues  
  (in thousands, except for percentages)  

 

Cost of revenues:                                         
Lease and management services   22,304   27.4   25,046   3,669   14.6   14,671   14.4   42,144   6,174   20.5 
Amortization of acquired intangibles   2,002   2.5   20,497   3,003   11.9   13,671   13.4   20,388   2,987   9.9 
Management services   24   0.0   54   8   0.0   19   0.0   9   1   0.0 

                                         

Total cost of revenues   24,330   29.9   45,597   6,680   26.5   28,361   27.8   62,541   9,162   30.4 
                                         

Gross Profit   57,075   70.1   126,192   18,486   73.5   73,632   72.2   143,116   20,965   69.6 
Operating expenses:                                         

Selling expenses   2,358   2.9   5,497   805   3.2   3,275   3.2   4,463   654   2.2 
General and administrative expenses(2)   65,638   80.6   18,869   2,764   11.0   12,468   12.2   19,687   2,884   9.6 

                                         

Total operating expenses   67,996   83.5   24,366   3,569   14.2   15,743   15.4   24,150   3,538   11.7 
                                         

 

 

(1) Represent the addition of the amounts for the specific line items of OMS, our predecessor, for the period from January 1, 2007 to October 30, 2007, and the amounts for the corresponding line items of Concord Medical for the period
from September 10, 2007 to December 31, 2007. For the period from September 10, 2007, the date of inception of Ascendium, to October 30, 2007, during which the financial statements of our predecessor and those of Concord
Medical overlap, Ascendium did not engage in any business or operations. The unaudited combined financial data for the year ended December 31, 2007 do not comply with U.S. GAAP.

(2) Our general and administrative expenses include share-based compensation expenses related to certain share options granted in 2007 that amounted to RMB49.5 million, RMB4.2 million (US$0.6 million) and RMB4.2 million in
2007, 2008 and for the nine months ended September 30, 2008, respectively. We did not recognize any share-based compensation expenses for the nine months ended September 30, 2009.

 

Cost of Revenues
 

Our cost of revenues primarily consists of the amortization of acquired intangibles and the depreciation of medical equipment purchased, installed and operated in our network of
centers. With the exception of the amortization of acquired intangible assets, we expect such cost of revenues to increase in the future in line with the growth in our total net revenues as we
continue to expand our network of centers and purchase more medical equipment. Our cost of revenues also include salaries and benefits for personnel employed by us and assigned to
centers in our network, such as our project managers, as well as other costs that include certain training, marketing and selling and equipment repair and maintenance expenses that are not
accounted for as the centers’ operating expenses in accordance with the terms of our lease and management services arrangements with our hospital partners. In addition, certain expenses are
allocated as our cost of revenues instead of centers’ operating expenses if such expenses are incurred across several centers and cannot be allocated to one individual center. In addition, as a
result of the OMS reorganization, the acquisitions of China Medstar, Xing Heng Feng Medical and certain other businesses, our cost of revenues also include amortization of acquired
intangibles during the period starting from September 10, 2007 to December 31, 2007. We expect our amortization of acquired intangibles in connection with the OMS reorganization and the
acquisition of China Medstar and other businesses in 2008 to be between approximately RMB25.9 million (US$3.9 million) and RMB18.7 million (US$2.8 million) annually between 2009
and 2013.
 

Once our specialty cancer hospitals are established, our cost of revenues will also include costs associated with the operations of such hospitals. We expect such costs of revenue to
include depreciation and amortization of the properties, buildings and equipment that are used by our specialty cancer hospitals, the salaries and benefits
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associated with our medical and non-medical personnel and overhead costs, which include the cost of materials for medical procedures and utility, repair and maintenance expenses.
 

Selling Expenses
 

Selling expenses consist primarily of expenses associated with the development of new centers and specialty cancer hospitals, such as salaries and benefits for our business
development personnel, marketing expenses and travel related expenses. Selling expenses have increased in absolute amount from 2007 to 2008 and from the nine months ended
September 30, 2008 to the nine months ended September 30, 2009 as a result of increased efforts to expand our network of centers and our specialty cancer hospitals. We expect our selling
expenses to increase in absolute amount in the future, in line with the expansion of our network and the growth in our total net revenues.
 

General and Administrative Expenses
 

General and administrative expenses consist primarily of salaries and benefits for our finance, human resources and administrative personnel, fees and expenses of legal, accounting
and other professional services, insurance expenses, travel related expenses, depreciation of equipment and facilities used for administrative purposes, and other expenses. Our general and
administrative expenses also include share-based compensation expenses in 2007, 2008 and for the nine months ended September 30, 2008 that amounted to RMB49.5 million,
RMB4.2 million (US$0.6 million) and RMB4.2 million, respectively, which significantly increased our general and administrative expenses for those periods. See “— Share-based
Compensation.” Without taking into account the share-based compensation expenses, our general and administrative expenses have increased in absolute dollar terms as we have recruited
additional general and administrative employees and have incurred additional costs related to the growth of our business. We expect such expenses to continue to increase in absolute dollar
terms in the future, in line with the expansion of our network of centers and the growth in our total net revenues.
 

Share-based Compensation
 

On November 17, 2007, OMS, the predecessor of our company, adopted a share option plan, or the OMS option plan, pursuant to which OMS granted to three of its executive
directors, Mr. Haifeng Liu, Mr. Jianyu Yang and Mr. Steve Sun, or the OMS grantees, options to purchase a total of up to 25,000,000 ordinary shares, or the OMS share options, to purchase
the ordinary shares of OMS at an exercise price of US$0.80 per share, which the board of OMS determined to become vested upon the satisfaction of a number of performance conditions
that related to the completion of the OMS reorganization, achievement of net profit target of OMS, and the raising of new financing. The OMS share options were exercisable from the date
of completion of the 2007 audited consolidated financial statements of OMS to December 31, 2008 and were transferrable to any individuals designated by the OMS grantees.
 

On August 18, 2008, the board of directors of OMS contemplated that the OMS grantees had achieved all performance conditions outlined in the OMS option plan. However, as the
capital structure of our company had changed at that time such that we had replaced OMS as the ultimate holding company of our subsidiaries, the board of directors of OMS resolved that
the OMS option plan would be settled in vested options to purchase 21,184,600 ordinary shares to purchase shares of our company, with each option having an exercise price of US$0.79
exercisable before December 31, 2008. On the same day, two of the OMS grantees, Mr. Jianyu Yang and Mr. Steve Sun, exercised their respective options to purchase an aggregate of
6,355,400 ordinary shares of our company, with total proceeds from such exercise received by us amounting to approximately RMB34.4 million (US$5.0 million). We recorded share-based
compensation expense of approximately RMB49.5 million in 2007 related to these options granted, which was recorded in general and administrative expenses. The third OMS grantee,
Mr. Haifeng Liu, sold all of his vested options to purchase 14,829,200 ordinary shares of our company to three former directors of China Medstar who are now our directors and executive
officers as employment incentive for such directors. The three executive directors subsequently exercised the vested options with total proceeds from such exercise received by us amounting
to approximately US$11.7 million. Given the transfer of the OMS share options to the three directors was provided as an employment incentive, we recorded additional share-based
compensation expense of approximately RMB4.2 million (US$0.6 million) in 2008, which was recorded in general and administrative expenses.
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On October 16, 2008, our board of directors adopted the 2008 share incentive plan, which was subsequently amended on November 17, 2009 to increase the number of ordinary
shares available for grant under the plan. The plan provides for the grant of options, share appreciation rights, or other share-based awards to key employees, directors or consultants. Our
board of directors and shareholders authorized the issuance of up to 4,765,800 ordinary shares upon exercise of awards granted under our 2008 share incentive plan. As of the date of this
prospectus, no awards have been granted under our 2008 share incentive plan.
 

Accretion of Series A and Series B Contingently Redeemable Convertible Preferred Shares
 

Under the terms of the Amended and Restated Shareholders’ Agreement dated as of October 20, 2008, which was subsequently amended on November 17, 2009, by and among us,
our shareholders and certain other parties named therein, holders of the Series A and Series B redeemable convertible preferred shares have the right to require us to repurchase their
preferred shares if (i) three years after the closing date of the subscription of the Series B contingently redeemable convertible preferred shares a qualified initial public offering has not taken
place, (ii) any of certain of our key directors has resigned which resulted in or would be likely to result in a material adverse effect on our business, or (iii) we or any of our subsidiaries have
breached or failed to be in compliance with any applicable laws which has had or would be reasonably likely to have a material adverse effect on our business. In the event of a repurchase
under this right, we are required to repurchase all of the outstanding Series A or Series B contingently redeemable convertible preferred shares at a repurchase price equal to the original issue
price of the preferred shares, plus an amount which would have accrued on the original issue price at a compound annual rate of at least 12.5% from the date of issuance up to and including
the date on which such repurchase price is paid. The accretion of the Series A and Series B contingently redeemable convertible preferred shares is reflected as a charge against net income
(loss) attributable to ordinary shareholders and totaled RMB270.3 million (US$39.6 million) and RMB304.8 million (US$44.6 million) in 2008 for Series A and Series B contingently
redeemable convertible preferred shares, respectively. Such accretion charge is not expected to continue after our initial public offering since all of our Series A and Series B contingently
redeemable convertible preferred shares will be converted into ordinary shares at that time.
 

Taxation
 

Cayman Islands
 

We are incorporated in the Cayman Islands. Under the current law of the Cayman Islands, we are not subject to income or capital gains tax. In addition, dividend payments made by
us are not subject to withholding tax in the Cayman Islands.
 

British Virgin Islands
 

Certain of our subsidiaries are established in the British Virgin Islands and under the current laws of the British Virgin Islands, such subsidiaries are not subject to income tax.
 

Hong Kong
 

We did not have any assessable profits subject to the Hong Kong profits tax in 2007 and 2008. We do not anticipate having any income subject to income taxes in Hong Kong in the
foreseeable future.
 

Singapore
 

We did not have any assessable profits subject to the Singapore profits tax in 2007 and 2008. We do not anticipate having any income subject to income taxes in Singapore in the
foreseeable future.
 

People’s Republic of China
 

Our PRC subsidiaries are incorporated in the PRC and are governed by applicable PRC income tax laws and regulations. The EIT Law was enacted on March 16, 2007 and became
effective on January 1, 2008. The implementation regulations under the EIT Law issued by the PRC State Council became effective January 1, 2008. Under the EIT Law and the
implementation regulations, the PRC has adopted a uniform tax rate of 25% for all
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enterprises (including foreign-invested enterprises) and has revoked the previous tax exemption, reduction and preferential treatments applicable to foreign-invested enterprises. However,
there is a transition period for enterprises, whether foreign-invested or domestic, that were registered on or before March 16, 2007 and received preferential tax treatments granted by relevant
tax authorities prior to January 1, 2008. Some enterprises that were subject to an enterprise income tax rate lower than 25% prior to January 1, 2008 may continue to enjoy the lower rate and
gradually transition to the new tax rate within five years after the effective date of the EIT Law. In 2008, our subsidiaries Aohua Medical and Shanghai Medstar each had a preferential
income tax rate of 18% that is scheduled to increase to 20% in 2009, 22% in 2010, 24% in 2011 and 25% in 2012. Our other PRC subsidiaries are subject to the tax rate of 25% in 2008.
 

The EIT Law provides that enterprises established outside of China whose “de facto management bodies” are located in China are considered “resident enterprises” and are generally
subject to the uniform 25% enterprise income tax rate on their worldwide income. In addition, a recent circular issued by the State Administration of Taxation regarding the standards used to
classify certain Chinese-invested enterprises controlled by Chinese enterprises or Chinese group enterprises and established outside of China as “resident enterprises” clarified that dividends
and other income paid by such “resident enterprises” will be considered to be PRC source income, subject to PRC withholding tax, currently at a rate of 10%, when recognized by non-PRC
enterprise shareholders. This recent circular also subjects such “resident enterprises” to various reporting requirements with the PRC tax authorities. Under the implementation regulations to
the EIT Law, a “de facto management body” is defined as a body that has material and overall management and control over the manufacturing and business operations, personnel and human
resources, finances and properties of an enterprise. In addition, the recent circular mentioned above details that certain Chinese-invested enterprises controlled by Chinese enterprises or
Chinese group enterprises will be classified as “resident enterprises” if all of the following are located or resident in China: senior management personnel and departments that are
responsible for daily production, operation and management; financial and personnel decision making bodies; key properties, accounting books, company seal, and minutes of board
meetings and shareholders’ meetings; and half or more of the directors with voting rights or senior management. However, as this circular only applies to enterprises established outside of
China that are controlled by PRC enterprises or groups of PRC enterprises, it remains unclear how the tax authorities will determine the location of “de facto management bodies” for
overseas incorporated enterprises that are controlled by individual PRC residents like us and some of our subsidiaries. Therefore, although substantially all of our management is currently
located in the PRC, it remains unclear whether the PRC tax authorities would require or permit our overseas registered entities to be treated as PRC resident enterprises. If the PRC tax
authorities determine that we are a “resident enterprise,” we may be subject to enterprise income tax at a rate of 25% on our worldwide income.
 

Under the EIT Law, a maximum withholding income tax rate of 20% may be applicable to dividends payable to non-PRC investors that are “non-resident enterprises,” to the extent
such dividends are derived from sources within the PRC, and the State Council has reduced such rate to 10% through the implementation regulations. We are a Cayman Islands holding
company and substantially all of our income may be derived from dividends we receive from our operating subsidiaries located in the PRC. According to the Double Taxation Arrangement
(Hong Kong), dividends paid to enterprises incorporated in Hong Kong are subject to a withholding tax of 5% provided that a Hong Kong resident enterprise owns no less than 25% of the
PRC enterprise distributing the dividend and can be considered as a “beneficial owner” and entitled to treaty benefits under the Double Taxation Arrangement (Hong Kong). Thus, dividends
paid to us through our Hong Kong subsidiary by our subsidiaries in China may be subject to the 5% income tax if the Cayman Islands holding company and our Hong Kong subsidiary are
considered as “non-resident enterprises” under the EIT Law and our Hong Kong subsidiary is considered to be a “beneficial owner” and entitled to treaty benefits under the Double Taxation
Arrangement (Hong Kong). If we are required under the EIT Law to pay income tax for any dividends we receive from our subsidiaries, it will materially and adversely affect the amount of
dividends, if any, we may pay to our shareholders and ADS holders.
 

Critical Accounting Policies
 

We prepare our consolidated financial statements in accordance with U.S. GAAP, which requires us to make judgments, estimates and assumptions that affect (i) the reported amounts
of assets and liabilities, (ii) disclosure of contingent assets and liabilities at the end of each reporting period and (iii) the reported amounts of revenue and

70



Table of Contents

expenses during each reporting period. We continually evaluate these estimates and assumptions based on historical experience, knowledge and assessment of current business and other
conditions, expectations regarding the future based on available information and reasonable assumptions, which together form a basis for making judgments about matters not readily
apparent from other sources. Since the use of estimates is an integral component of the financial reporting process, actual results could differ from those estimates. Some of our accounting
policies require higher degrees of judgment than others in their application. When reviewing our financial statements, you should consider (i) our selection of critical accounting policies,
(ii) the judgment and other uncertainties affecting the application of such policies and (iii) the sensitivity of reported results to changes in conditions and assumptions. We consider the
policies discussed below to be critical to an understanding of our financial statements as their application places the most significant demands on the judgment of our management.
 

Revenue
 

Lease and Management Services.  The majority of our revenues are derived directly from hospitals that enter into medical equipment lease and management service arrangements
with us. A lease and management service arrangement will typically include the purchase and installation of diagnostic imaging and/or radiation oncology system (“medical equipment”) at
the hospital, and the full-time deployment of a qualified system technician that are responsible for certain management services of managing radiotherapy or diagnostic services such that the
hospital and doctors can provide specialized services to their patients. Under lease and management service arrangements with independent hospitals, with terms ranging from six to 20 years
in duration, we receive a specified percentage of the net profit of the hospital unit that delivers the diagnostic imaging and/or radiation oncology services determined in accordance with the
terms of the arrangement.
 

We have determined that the lease and management service arrangements contain a lease of medical equipment pursuant to FASB ASC Subtopic 840-10, Leases — Overall
(“ASC 840-10”) (formerly referenced as EITF 01-8, “Determining Whether an Arrangement Contains a Lease”, or EITF 01-8). The hospital has the ability and the right to operate the
medical equipment while obtaining more than a minor amount of the output. The arrangement also contains a non-lease deliverable as the management service element. The arrangement
consideration is allocated between the lease element and the non-lease deliverables on a relative fair value basis. FASB ASC 840 Leases, (“ASC 840”) (formerly referenced as SFAS 13,
“Accounting for leases” or SFAS 13) is applied to the lease elements of the arrangement and SEC Staff Accounting Bulletin No. 104, or SAB 104, is applied to other elements of the
arrangement not within the scope of ASC 840.
 

Revenues generated by the lease arrangement are based purely on a profit share formula. Certain of the lease and management services arrangements may include a transfer of
ownership or bargain purchase option at the end of the lease term. Due to the length of the lease term, the collectibility of these minimum lease payments are not considered predictable and
there are important uncertainties regarding the future costs to be incurred by us relating to the arrangement. Therefore, the lessor’s additional criteria for capital lease classification in
FASB ASC 840-10-25-42 to 840-10-25-44, Leases — Overall — Recognition — Lessors (“ASC 840-10-25-42 to ASC 840-10-25-44”) (formerly referenced as SFAS 13 par. 8 (a) and
(b)) was not met even if any of the ASC 840-10-25-1, Leases — Overall — Recognition — General (“ASC 840-10-25-1”) (formerly referenced as SFAS 13 par. 7) criteria for capital leases
are met. Consequently, we account for all lease arrangements as operating leases. As the collectability of the minimum lease rental is not considered predictable, and the remaining rental is
considered contingent, we recognize revenue when the lease payments under the arrangement become due, that is, when the profit share under the arrangement is determined and agreed
upon by both parties to the agreement. For the service element of the arrangement, revenue is only considered determinable at the time the payments under the arrangement become due, that
is, when the profit share under the arrangement is determined and agreed upon by both parties. Revenue is recognized when determined if all other basic criteria have also been met.
 

Revenue derived from the lease and management service arrangement is recorded under “Lease and management service” in the consolidated statements of operations and is recorded
net of business tax of 5%
 

Management Services.  To a lesser extent, we provide stand-alone management services to certain hospitals which are already in possession of medical equipment. The fee for the
management service arrangement is either based on a contracted percentage of monthly revenue generated by the specified hospital unit (“revenue share”) or in
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limited instances on a fixed monthly fee. The consideration that is based on a contracted percentage of revenue is recognized when the monthly fees under the arrangement become due,
when the revenue share under the arrangement is determined and agreed upon by both parties to the arrangement. Revenue derived from stand-alone management services is recorded under
“Management Services” in the consolidated statements of operations.
 

Medical Equipment Sales.  Revenues arising from sales of medical equipment and services are recognized when there is persuasive evidence of an arrangement, the fee is fixed or
determinable, collectability is reasonably assured and the delivery of the medical equipment or services has occurred. When the fees associated with an arrangement containing extended
payment terms are not considered to be fixed or determinable at the outset of arrangement, revenue is recognized as payments become due, and all of the other criteria above have been met.
Pursuant to the application of FASB ASC Subtopic 605-45, Revenue Recognition — Principal Agent Consideration (“ASC 605-45”), (formerly referenced as EITF 99-19, “Reporting
Revenue Gross as Principal versus Net as an Agent”, or EITF 99-19,) we record revenue related to medical equipment sales on a net basis when the equipment is delivered to the customer
and the sales price is determinable. Revenue derived from Medical Equipment sales is recorded under “Other” in the consolidated statements of operations.
 

Accounts receivable and allowance for doubtful accounts
 

We consider many factors in assessing the collectability of our receivables due from our customers, such as the aging of the amounts due, the customer’s payment history and credit-
worthiness. An allowance for doubtful accounts is recorded in the period in which uncollectability is determined to be probable. Accounts receivable balances are written off after all
collection efforts have been exhausted.
 

Goodwill
 

Goodwill represents the excess of the purchase price over the fair value of net tangible and identifiable intangible assets acquired in a business combination. Under FASB ASC 350,
Intangibles — Goodwill and other, (formerly referenced as Statement of Financial Accounting Standards No. 142 “Goodwill and Other Intangible Assets”, or SFAS 142,) goodwill is tested
for impairment annually or more frequently if events or changes in circumstances indicate that it might be impaired. We assess goodwill for impairment in accordance with ASC 350 at the
reporting unit level. ASC 350 describes the reporting unit as an operating segment or one level below the operating segment, depending on whether certain criteria are met. We determined
that we have only one reporting unit and have assigned goodwill to the reporting unit and tested for impairment annually as of December 31.
 

An impairment loss must be measured if the sum of the expected future undiscounted cash flows from the use and eventual disposition of the asset is less than the net book value of
the asset. The amount of the impairment loss will generally be measured as the difference between the net book value of the asset and their estimated fair value. The Company determined it
has one reporting unit in which all goodwill was tested for impairment at each reporting period end resulting in no impairment charge.
 

Acquired Intangible Asset, net
 

We depreciate and amortize our property, plant and equipment and acquired intangibles over the shorter of their estimated useful lives or contract terms using the straight-line method
of accounting of the assets which closely approximates the pattern in which the economic benefits of the asset are consumed. We make estimates of the useful lives in order to determine the
amount of depreciation and amortization expense to be recorded during each reporting period. We estimate the useful lives at the time the assets are acquired based on historical experience
with similar assets as well as anticipated technological or other changes. If technological changes were to occur more rapidly than anticipated or in a different form than anticipated, we might
shorten the useful lives assigned to these assets, which would result in the recognition of increased depreciation and amortization expense in future periods. There has been no change to the
estimated useful lives during the period presented.
 

We evaluate long-lived assets, including property, plant and equipment and acquired intangibles, which are subject to depreciation and amortization, for impairment whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. We assess recoverability by comparing the carrying amount of an asset to its estimated
undiscounted future cash flows expected to be generated by the asset. If the carrying
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amount of an asset exceeds its estimated undiscounted future cash flows, we recognize an impairment charge based on the amount by which the carrying amount of the asset exceeds the fair
value of the asset. We estimate the fair value of the asset based on the best information available, including prices for similar assets and in the absence of an observable market price, the
results of using a present value technique to estimate the fair value of the asset.
 

Share-based Compensation
 

We account for share-based compensation under FASB ASC 718, (“ASC 718”) Compensation — Stock Compensation (formerly referenced as Statement of Financial Accounting
Standards No. 123-R, “Share-Based Payment”, or SFAS No. 123R). Under ASC 718, the cost of all share-based payment transactions must be recognized in our consolidated financial
statements based on their grant-date fair value over the required period, which is generally the period from the date of grant to the date when the share compensation is no longer contingent
upon additional service from the employee, or the vesting period. This statement also requires us to adopt a fair value- based method of measuring the compensation expense related to share-
based compensation. For options granted to employees, we record share-based compensation expenses for the fair value of the options at the grant date. Currently, consistent with the job
functions of the grantees, we categorize these share-based compensation expenses in our general and administrative expenses.
 

The determination of fair value of equity awards such as options requires making complex and subjective judgments about the projected financial and operating results of the subject
company. It also requires making certain assumptions such as cost of capital, general market and macroeconomic conditions, industry trends, comparable companies, share price volatility of
the subject company, expected lives of options and discount rates. These assumptions are inherently uncertain. Changes in these assumptions could significantly affect the amount of
employee share-based compensation expense we recognize on our consolidated financial statements. We engaged an independent valuation firm to assist us in assessing the fair value of our
share options and underlying ordinary shares on a contemporaneous basis.
 

Changes in our estimates and assumptions regarding the expected volatility of our ordinary shares could significantly impact the estimated fair values of our share options and, as a
result, our net income and the net income available to our ordinary shareholders.
 

Business combinations
 

We have made a number of acquisitions and may make strategically important acquisitions in the future. When recording an acquisition, we allocate the purchase price of the acquired
company to the tangible and identifiable intangible assets acquired and liabilities assumed based on their estimated fair values. With the assistance of a valuation firm, we determined the fair
values of identifiable intangible assets, including acquired lease agreements. These valuations require us to make significant estimates and assumptions which include future expected cash
flows from the acquired lease agreements, discount rates, and assumptions regarding the period of time the acquired lease agreements, services agreements and customer relationships will
continue. Such assumptions may be incomplete or inaccurate, and unanticipated events and circumstances may occur which may affect the accuracy or validity of such assumptions and
estimates.
 

Assessing the Fair Value of the Company’s Shares
 

Determining the fair value of our ordinary shares also requires making complex and subjective judgments regarding projected financial and operating results, our unique business
risks, the liquidity of our shares and our operating history and prospects at the time of grant. The assumptions used in deriving the fair value of our ordinary shares include: i) there will be no
material change in the existing political, legal, technological, fiscal or economic condition of China that may adversely affect our business; ii) the contracts and agreements we entered into
will be honored; and iii) our competitive advantages and disadvantages do not change significantly during the period under consideration. These assumptions are inherently uncertain. If
different assumptions were used, our share-based compensation expenses, net income and income per share could have been significantly different.
 

In determining our enterprise value at each measurement date, the independent valuation firm considered the results of both the income approach (discounted cash flow method) and
the market approach (guideline company
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method). There was no significant difference between the enterprise value of our valuation derived using the income approach and the enterprise value derived using the market approach.
For the market approach, the independent valuation firm considered the market profile and performance of guideline companies with businesses similar to those of us to derive market
multiples and then calculated the following three multiples for the guideline companies: enterprise value to sales multiple, enterprise value to earnings before interest, tax, depreciation and
amortization, or EBITDA, multiple and enterprise value to earnings before interest and tax, or EBIT, multiple. Due to the different growth rates, profit margins and risk levels of us and the
guideline companies, price multiple adjustments were made.
 

In the income approach, the value depends on the present worth of future economic benefits to be derived from our projected sales income. Indications of value are developed by
discounting projected future net cash flows available for payment of shareholders’ interest to their present worth at a discount rate that reflects a number of factors, including the current cost
of financing and the risk considered inherent in the business. A discount rate represents an estimate of the rate of return required by a third party investor for an investment of this type. The
rate of return expected from an investment by an investor relates to the perceived risk of the investment. The calculation of the discount rate is based on the weighted-average cost of capital,
or WACC, of the company. The WACC takes into account both the cost of equity and the cost of debt depending on the capital structure of the company. To determine the cost of equity, the
independent valuation firm applied the Capital Asset Pricing Model, which takes into account the risk free rates, beta of selected comparable medical equipment leasing companies, market
returns in comparative markets in each respective valuation periods and our company specific risks, including business risk, small size risk and country risk. The independent valuation firm
determined our company’s WACC, which was used a discount rate, of 19% to 22%.
 

The independent valuation firm also applied a discount for lack of marketability of 17% to 19% in the valuation of our enterprise value between November 2007 and October 2008 to
reflect the fact that there is no readily available market for shares in a closely held company like ours. Because ownership interests in closely held companies are typically not readily
marketable compared to similar public companies, we believe, a share in a privately held company is usually worth less than an otherwise comparable share in a publicly held company and,
therefore, applied a discount for the lack of marketability of the privately held shares. When determining the discount for lack of marketability, the Black-Scholes option model was used.
Under option pricing method, the cost of the put option, which can hedge the price change before the privately held shares can be sold, was considered as a basis to determine the discount for
lack of marketability. The option pricing method was used because it takes into account certain company-specific factors, including the size of our business and volatility of the share price of
comparable companies engaged in the same industry.
 

Significant Factors, Assumptions and Methodologies Used in Determining the Fair Value of Series A and B Contingently Redeemable Convertible Preferred Shares, Employee
Share Options and Convertible Notes

 

Because the interest in the equity value of our company includes both contingently redeemable convertible preferred shares and ordinary shares, the fair value of the equity interest is
allocated to contingently redeemable convertible preferred shares and ordinary shares using the option-pricing method. Under the option-pricing method, the independent valuation firm
treats ordinary shares and contingently redeemable convertible preferred shares as call options on our company’s value, with exercise prices based on the value of the liquidation preference
of the contingently redeemable convertible preferred shares. Because a call option is used, the Black-Scholes model, which is commonly adopted in the option-pricing method, is applied to
price the call option. The independent valuation firm considered various terms of the contingently redeemable convertible preferred shares and ordinary shares, including the level of
seniority, dividend policy, conversion ratios, probability of the completion of an IPO, special redemption terms and preferential allocation upon liquidation of the enterprise in the option-
pricing method.
 

We have granted employee share options which are required to be recorded at the fair value of the options measured on the grant date. An independent valuation firm applied a
Binomial-Lattice model to estimate the fair value of the share-based awards on the respective grant dates. The Binomial-Lattice model requires certain subjective inputs including the risk-
free interest rate, the company’s dividend yield, the sub optimal early exercise factor, and the expected volatility range of our ordinary shares. We applied a risk-free rate as relevant to
conducting
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financing activities in China. Our company has not declared dividends since inception and therefore the dividend yield was assessed to be nil. The sub optimal early exercise factor is an
estimate that an employee will exercise the share option immediately once the company’s underlying share price reaches 1.5 times the exercise price.
 

The expected volatility of our ordinary shares was based on the price volatility of the shares of comparable companies in the medical equipment leasing business, which are listed and
publicly traded over the most recent period, equal to the expected term to expiry of the issued share options. These companies were used for comparative purposes because we did not have a
trading history at the time the share options were issued and, therefore, did not have sufficient share price history to calculate our own historical volatility. The selection of such comparable
companies is highly subjective. The estimated fair value of our ordinary shares on the date of grant was determined by contemporaneous valuations as of their respective measurement dates,
performed by an independent valuation firm.
 

The Tranche A and Tranche B Convertible Notes, or convertible notes, are accounted for in accordance with FASB ASC 480, Distinguishing Liabilities from Equity, “ASC 480”
(formerly referenced as SFAS 150, “Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity” or SFAS 150,) as a liability recorded at fair value,
because the convertible notes are convertible into Series A Preferred Shares which are redeemable instruments. An independent valuation firm determined the fair value of the convertible
notes using the binomial model, which requires the development of a complex model requiring many highly subjective inputs including identifying conditions that lead to specific outcomes
and the respective probabilities of achieving those conditions. Some of the conditions that may lead to differences in the fair value of the convertible notes include the underlying value of a
Series A contingently redeemable preferred share, the probability of completing an initial public offering, the level of net income earned in 2008, and the value of the underlying debt
component.
 

Internal Control Over Financial Reporting
 

Prior to this offering, we have been a private company with limited accounting personnel and other resources to address our internal controls and procedures. In connection with the
audits of our consolidated financial statements for the period from January 1, 2007 to December 31, 2008, our independent registered public accounting firm identified and communicated to
us a material weakness and certain significant and other deficiencies. As a result, there is more than a remote likelihood that a more than inconsequential misstatement of our consolidated
financial statements will not be prevented or detected. Specifically, the material weakness identified consists of an ineffective control environment over financial reporting due to (i) an
insufficient number of financial reporting personnel with an appropriate level of knowledge, experience and training; (ii) insufficient controls around the establishment and maintenance of an
oversight function and communication of internal controls, policies and procedures to support our financial reporting obligations; and (iii) a lack of a comprehensive set of internal control
policies and procedures and related controls to monitor the operating effectiveness of these controls. The significant deficiencies identified consist of (i) a lack of a timely formal review
process for outstanding accounts receivable; (ii) a lack of a process to document investment proposals and lack of a formal policy for equipment impairment assessment; and (iii) a lack of
controls over agreements and contracts with our hospital partners.
 

Following the identification of the material weakness and the significant and other deficiencies, we are in the process of implementing a number of measures to improve our internal
control over financial reporting, including:
 

 • hiring a professional consulting firm to help us to improve internal control in preparation for compliance with the Sarbanes-Oxley Act and other applicable SEC rules and
regulations;

 

 • hiring additional qualified personnel with U.S. GAAP expertise and SEC reporting experience to further build an internal finance team and a dedicated internal audit department;
 

 • improving internal control procedures and standards, including compiling an internal accounting policies and procedures manual, and implementing policies as to the inspections
and reporting of the medical equipment used in our network of centers;
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 • enhancing the periodic and systematic physical inspections of the medical equipment used in our network of centers to monitor the working condition of the equipment and to
report damages in a timely manner;

 

 • enhancing the management of agreements with our hospital partners and establishing standard policies and procedures governing agreement terms and approval process; and
 

 • conducting accounting and financial reporting training for our existing personnel as part of our commitment to provide ongoing U.S. GAAP trainings to our employees.
 

In addition, upon the completion of this offering, we will appoint an independent director with extensive knowledge of U.S. GAAP and SEC reporting experience and will establish
an audit committee under our board of directors in accordance with the applicable SEC and NYSE requirements to provide adequate independent oversight with respect to our accounting and
financial reporting. However, the process of designing and implementing an effective financial reporting system is a continuous effort that requires us to anticipate and react to changes in our
business and the economic and regulatory environments and to devote significant resources to maintain a financial reporting system that is adequate to satisfy our reporting obligations. The
remedial measures that we intend to take may not fully address the material weaknesses or significant and other deficiencies that have been identified by our independent registered public
accounting firm, and material weaknesses or significant deficiencies in our internal control over financial reporting may be identified in the future. See Risk Factors “Risks Related to Our
Company — We may be unable to establish and maintain an effective system of internal control over financial reporting, and as a result we may be unable to accurately report our financial
results or prevent fraud.”
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Consolidated Results of Operations
 

The following table sets forth a summary of our statements of income for the periods indicated.
 
                                                          

         Concord Medical         Concord Medical  
  Predecessor    (Successor)   Combined   (Successor)  
  Period from    Period from              
  January 1, 2007    September 10, 2007              
  to    to   Year Ended   Year Ended   Nine Months Ended September 30,  
  October 30, 2007    December 31, 2007   December 31, 2007   December 31, 2008   2008   2009  
  RMB   %    RMB   %   RMB   %   RMB   US$   %   RMB   %   RMB   US$   %  
  (in thousands, except for percentages)  

                                                          
Summary Consolidated Statements of Operation Data                                                          
Revenues, net of business tax, value-added tax and related

surcharges:                                                          
Lease and management services   63,082   93.6    13,001   93.0   76,083   93.5   155,061   22,716   90.3   94,296   92.5   184,937   27,092   89.9 
Management services   4,340   6.4    982   7.0   5,322   6.5   12,677   1,857   7.4   7,519   7.4   20,096   2,944   9.8 
Other, net   —    —     —    —    —    —    4,051   593   2.3   178   0.1   624   91   0.3 

                                                          

Total net revenues   67.422   100.0    13,983   100.0   81,405   100.0   171,789   25,166   100.0   101,993   100.0   205,657   30,127   100.0 
Cost of revenues:                                                          

Lease and management services   (20,396)   (30.3)    (1,908)   (13.6)   (22,304)   (27.4)   (25,046)   (3,669)   (14.6)   (14,671)   (14.4)   (42,144)   (6,174)   (20.5)
Amortization of acquired intangibles   —    —     (2,002)   (14.3)   (2,002)   (2.5)   (20,497)   (3,003)   (11.9)   (13,671)   (13.4)   (20,388)   (2,987)   (9.9)
Management services   (20)   (0.0)    (4)   (0.1)   (24)   (0.0)   (54)   (8)   (0.0)   (19)   (0.0)   (9)   (1)   (0.0)

                                                          

Total cost of revenues   (20,416)   (30.3)    (3,914)   (28.0)   (24,330)   (29.9)   (45,597)   (6,680)   (26.5)   (28,361)   (27.8)   (62,541)   (9,162)   (30.4)
Gross profit   47,006   69.7    10,069   72.0   57,075   70.1   126,192   18,486   73.5   73,632   72.2   143,116   20,965   69.6 
Operating expenses:                                                          

Selling expenses   (1,601)   (2.4)    (757)   (5.4)   (2,358)   (2.9)   (5,497)   (805)   (3.2)   (3,275)   (3.2)   (4,463)   (654)   (2.1)
General and administrative expenses(1)   (8,467)   (12.6)    (57,171)   (408.9)   (65,638)   (80.6)   (18,869)   (2,764)   (11.0)   (12,468)   (12.2)   (19,687)   (2,884)   (9.6)

                                                          

Operating income (loss)   36,938   54.8    (47,859)   (342.3)   (10,921)   (13.4)   101,826   14,917   59.3   57,889   56.8   118,966   17,427   57.9 
Interest expense   (954)   (1.4)    (279)   (2.0)   (1,233)   (1.5)   (7,455)   (1,092)   (4.3)   (5,293)   (5.2)   (4,880)   (715)   (2.4)
Change in fair value of convertible notes   —    —     (341)   (2.4)   (341)   (0.4)   (464)   (68)   (0.3)   (460)   (0.5)   —    —    —  
Foreign exchange loss   —    —     (4)   (0.0)   (4)   (0.0)   (325)   (48)   (0.2)   (17)   (0.0)   (218)   (32)   (0.1)
(Loss) gain from disposal of equipment   (1,555)   (2.3)    (25)   (0.2)   (1,580)   (1.9)   658   96   0.4   392   0.4   —    —    —  
Interest income   15   0.0    —    —    15   0.0   430   63   0.3   116   0.1   823   121   0.4 
Other income   —    —     —    —    —    —    7,734   1,133   4.5   —    —    —    —    —  
                                                          

Income (loss) before income taxes   34,444   51.1    (48,508)   (346.9)   (14,064)   (17.3)   102,404   15,001   59.6   52,627   51.6   114,691   16,801   55.8 
Income tax (expenses) benefit   (15,014)   (22.3)    182   1.3   (14,832)   (18.2)   (23,335)   (3,418)   (13.6)   (12,611)   (12.4)   (25,734)   (3,770)   (12.5)
                                                          

Net income (loss)   19,430   28.8    (48,326)   (345.6)   (28,896)   (35.5)   79,069   11,583   46.0   40,016   39.2   88,957   13,031   43.3 
                                                          

 

 

(1) Our general and administrative expenses include share-based compensation expenses related to certain share options granted in 2007 that amounted to RMB49.5 million, RMB4.2 million (US$0.6 million) and RMB4.2 million in
2007, 2008 and for the nine months ended September 30, 2008, respectively. We did not recognize any share-based compensation expenses for the nine months ended September 30, 2009.
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As a result of our acquisition of China Medstar on July 31, 2008, China Medstar became our consolidated subsidiary and its results of operations from August 2008 to December 31,
2008 have been consolidated in our results of operations for the year ended December 31, 2008. As a result, our results of operations for the year ended December 31, 2008 and for the nine
months ended September 30, 2009 are not necessarily comparable to our results of operations for the year ended December 31, 2007 as presented on a “combined” basis and for the nine
months ended September 30, 2008, respectively.
 

Nine Months Ended September 30, 2009 Compared to Nine Months Ended September 30, 2008
 

Total Net Revenues.  Our total net revenues increased by 101.6% to RMB205.7 million (US$30.1 million) for the nine months ended September 30, 2009 from RMB102.0 million for
the same period in 2008 principally as a result of an increase in the number of centers in our network, including the 23 centers added as a result of our acquisition of China Medstar, and an
increase in patient cases from existing centers. The increase in our total net revenues was also due to the increase in management services as a result of revenues derived from Chang’an
Hospital during the nine months ended September 30, 2009 that we did not have during the same period in 2008.
 

Cost of Revenues.  Total cost of revenues increased by 120.5% to RMB62.5 million (US$9.2 million) for the nine months ended September 30, 2009 from RMB28.4 million for the
same period in 2008. This increase was due primarily to an increase in our cost of revenues for lease and management services to RMB42.1 million (US$6.2 million) for the nine months
ended September 30, 2009 from RMB14.7 million for the same period in 2008. This was a result of an increase in the number of centers in our network principally as a result of our
acquisition of China Medstar and the resulting increase in salaries and benefits to additional personnel employed by us and assigned to the centers, as well as other expenses associated with
marketing and training activities. The increase in our cost of revenues is also due to an increase in amortization of acquired intangibles to RMB20.4 million (US$3.0 million) from
RMB13.7 million as a result of our acquisition of China Medstar in August 2008.
 

Cost of revenues as a percentage of our total net revenues increased to 30.4% for the nine months ended September 30, 2009 from 27.8% for the same period in 2008. This increase
was due primarily to:
 

 • an increase in the number of new centers that are in operation and the higher cost of revenues as a percentage of total net revenues associated with such centers during their
ramp-up period; and

 

 • an increase in the number of new centers that offer diagnostic imaging services, which have a higher cost of revenues as a percentage of total net revenues as compared to
radiotherapy treatments.

 

This increase in cost of revenues as a percentage of total net revenues was partially offset by an increase in net revenues derived from centers managed under service-only agreements as a
percentage of our total net revenues to 9.8% for the nine months ended September 30, 2009 from 7.4% for the same period in 2008. Centers managed under service-only agreements have a
lower cost of revenues as a percentage of total net revenues as compared to centers managed under lease and management services arrangements. This is because we do not purchase the
medical equipment used in the centers managed under service-only agreements and, as a result, do not incur the associated equipment deprecation and amortization expenses.
 

Gross Profit and Gross Margin.  As a result of the foregoing, our gross profit increased by 94.4% to RMB143.1 million (US$21.0 million) for the nine months ended September 30,
2009 from RMB73.6 million for the same period in 2008. Our gross margin decreased to 69.6% for the nine months ended September 30, 2009 from 72.2% for the same period in 2008.
 

Operating Expenses.  Our operating expenses increased by 53.4% to RMB24.2 million (US$3.5 million) for the nine months ended September 30, 2009 from RMB15.7 million for
the same period in 2008 due primarily to an increase in salaries and benefits payment associated with an increased headcount primarily as a result our acquisition of China Medstar.
Operating expenses as a percentage of our total net revenues decreased to 11.7% for the nine months ended September 30, 2009 from 15.4% for the same period in 2008 due primarily to
increased economies of scale.
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 • Selling Expenses.  Our selling expenses increased by 36.3% to RMB4.5 million (US$0.6 million) for the nine months ended September 30, 2009 from RMB3.3 million for the
same period in 2008. This increase in our selling expenses was due primarily to an increase in salaries and benefits payment associated with an increased headcount as a result of
our acquisition of China Medstar, an increase in marketing expenses and salaries and benefits payment in connection with an increase in our business development efforts for the
nine months ended September 30, 2009 as compared to the same period in 2008 to increase the number of new centers and for the development of specialty cancer hospitals.
Selling expenses as a percentage of our total net revenues decreased to 2.1% for the nine months ended September 30, 2009 from 3.2% for the same period in 2008. This was due
primarily to increased economies of scale.

 

 • General and Administrative Expenses.  Our general and administrative expenses increased by 57.9% to RMB19.7 million (US$2.9 million) for the nine months ended
September 30, 2009 from RMB12.5 million for the same period in 2008. This increase was due primarily to increases in salaries and benefits payment in connection with the
increased headcount of our personnel and their travel related expenses principally as a result of our acquisition of China Medstar and also in connection with the continued
expansion of our business. Our general and administrative expenses include charges of RMB4.2 million for the nine months ended September 30, 2008 related to share-based
compensation. General and administrative expenses as a percentage of our total net revenues decreased to 9.6% for the nine months ended September 30, 2009 from 12.2% for the
same period in 2008. This was due primarily to share-based compensation expenses that were incurred during the nine months ended September 30, 2008 that we did not incur for
the same period in 2009.

 

Operating Income.  As a result of the foregoing, our operating income increased by 105.5% to RMB119.0 million (US$17.4 million) for the nine months ended September 30, 2009
from RMB57.9 million for the same period in 2008. Operating margin increased to 57.9% for the nine months ended September 30, 2009 from 56.8% for the same period in 2008.
 

Interest Expense.  Our interest expense decreased by 7.8% to RMB4.9 million (US$0.7 million) for the nine months ended September 30, 2009 from RMB5.3 million for the same
period in 2008. This decrease was due primarily to a decrease in interest rate on our borrowings for the nine months ended September 30, 2009 from the same period in 2008.
 

Change in Fair Value of Convertible Notes.  We recorded a gain of RMB0.5 million from change in fair value of convertible notes for the nine months ended September 30, 2008. As
all convertible notes were converted into our Series A contingently redeemable preferred shares in 2008, we did not record such gain for the nine months ended September 30, 2009.
 

Foreign Exchange Loss.  Our foreign exchange loss increased by 1,182.4% to RMB0.2 million (US$32,000) for the nine months ended September 30, 2009 from RMB17,000 for the
same period in 2008. This was due primarily to deprecation of our cash balances held in U.S. dollars against the Renminbi.
 

Gain from Disposal of Equipment.  We recorded a gain of RMB0.4 million from the disposal of equipment for the nine months ended September 30, 2008 while we did not dispose of
any equipment for the same period in 2009.
 

Interest Income.  Our interest income increased by 609.5% to RMB0.8 million (US$0.1 million) for the nine months ended September 30, 2009 from RMB0.1 million for the same
period in 2008. This increase was due primarily to an increase in cash balances during the nine months ended September 30, 2009 as compared to the same period in 2008 primarily as a
result of proceeds received from the issuance of our Series B contingently convertible preferred shares in October 2008.
 

Income Tax Expense.  Our income tax expense increased by 104.1% to RMB25.7 million (US$3.8 million) for the nine months ended September 30, 2009 from RMB12.6 million for
the same period in 2008. This increase was due primarily to increase in our taxable profits and to a lesser extent, a higher effective enterprise income tax rate for the nine months ended
September 30, 2009 as compared to the same period in 2008.
 

Net Income and Net Margin.  As a result of the foregoing, our net income increased by 122.3% to RMB89.0 million (US$13.0 million) for the nine months ended September 30, 2009
from RMB40.0 million
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for the same period in 2008. Net margin increased to 43.3% for the nine months ended September 30, 2009 from 39.2% for the same period in 2008.
 

The Year Ended December 31, 2008 (Successor Period) Compared to the Period From January 1, 2007 to October 30, 2007 (Predecessor Period) and the Period from
September 10, 2007 to December 31, 2007 (Successor Period)

 

Total Net Revenues.  Our total net revenues were RMB171.8 million (US$25.2 million) in 2008. Our total net revenues from leasing and management services were
RMB155.1 million (US$22.7 million) in 2008, which accounted for approximately 37.6% of the total medical service fees received in our network of centers in 2008. Our total net revenues
were RMB67.4 million for the period from January 1, 2007 to October 30, 2007 and RMB14.0 million for the period from September 10, 2007 to December 31, 2007.
 

In 2008, our total net revenues increased due to the addition of China Medstar’s network of 23 centers that became consolidated in our results of operations from August 2008
onwards, the revenue contribution from the additional centers established by us during 2008 and an increase in patient cases for existing centers.
 

Our total net revenues also increased due to additional revenue from management services provided under service-only agreements as a result of an increase in the number of patients
at centers managed under service-only agreements and revenue derived from Chang’an Hospital that we began to manage in 2008. Total net revenues derived from our management services
increased from 6.4% for the period from January 1, 2007 to October 30, 2007, to 7.0% for the period from September 10, 2007 to December 31, 2007 and to 7.4% in 2008.
 

Cost of Revenues.  Our cost of revenues was RMB45.6 million (US$6.7 million) in 2008. Our cost of revenues was RMB20.4 million for the period from January 1, 2007 to
October 30, 2007 and RMB3.9 million for the period from September 10, 2007 to December 31, 2007. Our cost of revenue as a percentage of total net revenues was 26.5% in 2008. Our cost
of revenues as a percentage of total net revenues was 30.3% for the period from January 1, 2007 to October 30, 2007 and 28.0% for the period from September 10, 2007 to December 31,
2007. Our cost of revenue as a percentage of our total net revenues for the period from September 10, 2007 to December 31, 2007 and in 2008 was affected by the downward purchase price
adjustment to the fair value of the medical equipment used in our network of centers and a decrease in depreciation expenses as a result, which was partially offset by the increase in
amortization of acquired intangibles. Our cost of revenues as a percentage of total net revenues is also affected by the increase in net revenues derived from service-only agreements as a
percentage of our total revenue. Service-only agreements do not require us to the purchase medical equipment and, as a result, we do not incur the associated depreciation expenses for the
medical equipment used in centers that we manage under service-only agreements, resulting in a lower cost of revenues as a percentage of total net revenues.
 

Gross Profit and Gross Margin.  As a result of the foregoing, our gross profit was RMB126.2 million (US$18.5 million) in 2008. Our gross profit was RMB47.0 million for the period
from January 1, 2007 to October 30, 2007 and RMB10.1 million for the period from September 10, 2007 to December 31, 2007. Our gross margin was 73.5% in 2008. Our gross margin was
69.7% for the period from January 1, 2007 to October 30, 2007 and 72.0% for the period from September 10, 2007 to December 31, 2007.
 

Operating Expenses.  Our operating expenses were RMB24.4 million (US$3.6 million) in 2008. Our operating expenses were RMB10.1 million for the period from January 1, 2007
to October 30, 2007 and RMB57.9 million for the period from September 10, 2007 to December 31, 2007. Our operating expenses as a percentage of total net revenues were 14.2% in 2008.
Our operating expenses as a percentage of total net revenues were 14.9% for the period from January 1, 2007 to October 30, 2007 and 414.3% for the period from September 10, 2007 to
December 31, 2007.
 

 • Selling Expenses.  Our selling expenses were RMB5.5 million (US$0.8 million) in 2008. Our selling expenses were RMB1.6 million for the period from January 1, 2007 to
October 30, 2007 and RMB0.8 million for the period from September 10, 2007 to December 31, 2007. Our selling expenses as a percentage of total net revenues were 3.2% in
2008. Our selling expenses as a percentage of total net revenues were 2.4% for the period from January 1, 2007 to October 30, 2007 and 5.4% for the period from September 10,
2007 to December 31, 2007.
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 • General and Administrative Expenses.  Our general and administrative expenses were RMB18.9 million (US$2.8 million) in 2008. Our general and administrative expenses were
RMB8.5 million for the period from January 1, 2007 to October 30, 2007 and RMB57.2 million for the period from September 10, 2007 to December 31, 2007. Our general and
administrative expenses as a percentage of total net revenues were 11.0% in 2008. Our general and administrative expenses as a percentage of total net revenues were 12.6% for
the period from January 1, 2007 to October 30, 2007 and 408.9% for the period from September 10, 2007 to December 31, 2007. The general and administrative expenses for the
period from September 10, 2007 to December 31, 2007 were affected by the share-based compensation expenses from the grant of certain OMS share options, which amounted to
RMB49.5 million. The general and administrative expenses in 2008 were also affected by the share-based compensation expenses that amounted to RMB4.2 million
(US$0.6 million) from the transfer of vested options of certain OMS share options to three of our executive directors.

 

Operating (Loss) Income.  As a result of the foregoing, our operating income was RMB101.8 million (US$14.9 million) in 2008. Our operating income was RMB36.9 million for the
period from January 1, 2007 to October 30, 2007 and we had an operating loss of RMB47.9 million for the period from September 10, 2007 to December 31, 2007.
 

Interest Expense.  Our interest expenses was RMB7.5 million (US$1.1 million) in 2008. Our interest expenses was RMB1.0 million for the period from January 1, 2007 to
October 30, 2007 and RMB0.3 million for the period from September 10, 2007 to December 31, 2007.
 

Change in Fair Value of Convertible Notes.  We recorded a loss from change in fair value of convertible notes of RMB0.5 million (US$68,000) in 2008. We recorded a loss from
change in fair value of convertible notes was RMB0.3 million for the period from September 10, 2007 to December 31, 2007 while we did not record such loss for the period from January 1,
2007 to October 30, 2007.
 

Foreign Exchange Loss.  Our foreign exchanges loss was RMB0.3 million (US$48,000) in 2008. Our foreign exchange loss was RMB4,000 for the period from September 10, 2007
to December 31, 2007 while we did not record any foreign exchange loss for the period from January 1, 2007 to October 30, 2007.
 

(Loss) Gain from Disposal of Equipment.  Our gain from disposal of equipment under capital lease was RMB0.7 million (US$0.1 million) in 2008. Our loss from disposal of
equipment under capital lease was RMB1.6 million for the period from January 1, 2007 to October 30, 2007 and was RMB25,000 for the period from September 10, 2007 to December 31,
2007.
 

Interest Income.  Our interest income was RMB0.4 million (US$63,000) in 2008. Our interest income was RMB15,000 for the period from January 1, 2007 to October 30, 2007 while
we did not record such income for the period from September 10, 2007 to December 31, 2007.
 

Other Income.  We had other income of RMB7.7 million (US$1.1 million) in 2008 that was the result of restitution payments from certain employees and former employees related to
the return of corporate funds that they had misappropriated.
 

Income Tax Expense.  Our income tax expense was RMB23.3 million (US$3.4 million) in 2008. Our income tax expense was RMB15.0 million for the period from January 1, 2007 to
October 30, 2007 and our income tax benefit was RMB0.2 million for the period from September 10, 2007 to December 31, 2007.
 

Net (Loss) Income and Net Margin.  As a result of the foregoing, our net income was RMB79.1 million (US$11.6 million) in 2008. Our net income was RMB19.4 million for the
period from January 1, 2007 to October 30, 2007 and our net loss was RMB48.3 million for the period from September 10, 2007 to December 31, 2007.
 

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007 on a Combined Basis
 

Total Net Revenues. Our total net revenues increased by 110.0% to RMB171.8 million (US$25.2 million) in 2008 from RMB81.4 million in 2007. This increase was due primarily to
the increase in lease and management services revenues which was a result of the network of 23 centers of China Medstar that are consolidated in our
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results of operations from August 2008, seven new centers that we established in 2008 and an increase in patient cases from existing centers. The increase in our total net revenues was also
due to the increase in an increase in the number of patients for centers managed under service-only agreements and revenues derived from Chang’an Hospital that we began to manage in
2008.
 

Cost of Revenues. Total cost of revenues increased by 87.7% to RMB45.6 million (US$6.7 million) in 2008 from RMB24.3 million in 2007. This increase in our cost of revenues was
due primarily to an increase in amortization of acquired intangibles to RMB20.9 million (US$3.1 million) from RMB2.0 million as a result of the OMS reorganization, our acquisition of
China Medstar in 2008 and an increase in the number of centers in our network from 2007 to 2008, which has resulted in an increase in salaries and benefits to additional personnel employed
by us and assigned to the centers and other expenses associated with marketing and training activities. Cost of revenues as a percentage of our total net revenues decreased to 26.5% in 2008
from 29.9% in 2007. This decrease was due primarily to:
 

 • the downward purchase price adjustment to the fair value of the medical equipment used in our network of centers and a decrease in depreciation expenses as a result;
 

 • an increase in net revenues derived from centers managed under service-only agreements as a percentage of our total net revenues to 7.4% in 2008 from 6.5% in 2007. Centers
managed under service-only agreements have a lower cost of revenues as a percentage of total net revenues as compared to centers managed under lease and management services
arrangements. This is because we do not purchase the medical equipment used in the centers managed under service-only agreements and, as a result, do not incur the associated
equipment depreciation expenses; and

 

 • our acquisition of China Medstar, which had a lower cost of revenues as a percentage of total net revenues as compared to our company. This was because of the higher cost of
certain of our installed medical equipment as compared to the cost of China Medstar’s medical equipment, which had a higher depreciation expenses.

 

Gross Profit and Gross Margin. As a result of the foregoing, our gross profit increased by 121.1% to RMB126.2 million (US$18.5 million) in 2008 from RMB57.1 million in 2007.
Our gross margin increased to 73.5% in 2008 from 70.1% in 2007.
 

Operating Expenses. Our operating expenses decreased by 64.1% to RMB24.4 million (US$3.6 million) in 2008 from RMB68.0 million in 2007 due primarily to a significant
decrease in our general and administrative expenses as a result of a decrease in share-based compensation expenses in 2008 as compared to 2007. Operating expenses as a percentage of our
total net revenues decreased to 14.2% in 2008 from 83.5% in 2007 due primarily to a decrease in share-based compensation expenses in 2008 as compared to 2007.
 

 • Selling Expenses. Our selling expenses increased by 129.0% to RMB5.5 million (US$0.8 million) in 2008 from RMB2.4 million in 2007. This increase in our selling expenses
was due primarily to an increase in marketing expenses and salaries and benefits payment in connection with an increase in our business development efforts in 2008 as compared
to 2007 to increase the number of new centers and for the development of specialty cancer hospitals. Selling expenses as a percentage of our total net revenues in 2008 remained
in line with 2007 and increased slightly to 3.2% in 2008 from 2.9% in 2007.

 

 • General and Administrative Expenses. Our general and administrative expenses decreased by 71.3% to RMB18.9 million (US$2.8 million) in 2008 from RMB65.6 million in
2007. Our general and administrative expenses include charges of RMB4.2 million (US$0.6 million) and RMB49.5 million in 2008 and 2007, respectively, related to share-based
compensation. Our general and administrative expenses, not including the share-based compensation expenses, have also increased in 2008 from 2007, which was due primarily
to increases in salaries and benefits payments in connection with the increased headcount of our personnel as well as their travel related expenses.

 

Operating Income (Loss). As a result of the foregoing, we had operating income of RMB101.8 million (US$14.9 million) in 2008 as compared to an operating loss of
RMB10.9 million in 2007. Operating margin in 2008 was 59.3% as compared to a negative 13.4% in 2007.
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Interest Expense. Our interest expense increased by 504.6% to RMB7.5 million (US$1.1 million) in 2008 from RMB1.2 million in 2007. This increase was due primarily to increased
bank borrowings in 2008 and the increase in the average balance of convertible notes that were outstanding during 2008 as compared to 2007.
 

Change in Fair Value of Convertible Notes.  Loss from change in fair value of convertible notes we recorded increased by 36.1% to RMB0.5 million (US$68,000) in 2008 from
RMB0.3 million in 2007.
 

Foreign Exchange Loss. Our foreign exchange loss increased by 8,025.0% to RMB0.3 million (US$48,000) in 2008 from RMB4,000 in 2007. This increase was due primarily to an
increase in average foreign currency balance in 2008 as compared to 2007.
 

(Loss) Gain from Disposal of Equipment. We recorded a gain of RMB0.7 million (US$0.1 million) from the disposal of equipment in 2008 while we incurred a loss of
RMB1.6 million from the disposal of equipment in 2007.
 

Interest Income. Our interest income increased by 2,766.7% to RMB0.4 million in 2008 from RMB15,000 in 2007. This increase was due primarily to an increase in cash balances in
2008 as compared to 2007.
 

Other Income. We had other income of RMB7.7 million (US$1.1 million) in 2008 that was the result of restitution payments from certain employees and former employees related to
the return of corporate funds that they had misappropriated. We did not record such other income in 2007.
 

Income Tax Expense. Our income tax expense increased by 57.3% to RMB23.3 million (US$3.4 million) in 2008 from RMB14.8 million in 2007. This increase was due primarily to
increase in our taxable profits and higher effective enterprise income tax rate in 2008 as compared to 2007.
 

Net (Loss) Income and Net Margin. As a result of the foregoing, our net income was RMB79.1 million (US$11.6 million) in 2008 as compared to a net loss of RMB28.9 million in
2007. Net margin was 46.0% 2008 as compared to negative 35.5% in 2007.
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Selected Quarterly Results
 

The following table sets forth our unaudited consolidated quarterly results for the seven quarters ended September 30, 2009. You should read the following table in conjunction with
our audited consolidated financial statements and related notes contained elsewhere in this prospectus. The consolidated quarterly results information includes all adjustments, consisting
only of normal recurring adjustments, that we consider necessary for a fair presentation of our financial position and operating results for the quarters presented. These quarterly operating
results are not indicative of results that may be expected for any future quarters or for a full year.
 
                             

  For the Three Months Ended  
  March 31,   June 30,   September. 30,   December 31,   March 31,   June 30,   September 30,  
  2008   2008   2008   2008   2009   2009   2009  
  (in RMB thousands)  

 

Revenues, net of business tax, value-added tax and related surcharges:                             
Lease and management services   20,672   23,813   49,811   60,765   47,349   66,696   70,892 
Management services   2,013   2,751   2,755   5,158   8,323   5,084   6,689 
Other, net   —    —    178   3,873   79   137   408 

                             

Total net revenues   22,685   26,564   52,744   69,796   55,751   71,917   77,989 
Cost of revenues:                             

Lease and management services   (3,092)   (3,335)   (8,244)   (10,375)   (11,171)   (15,270)   (15,703)
Amortization of acquired intangible assets   (4,008)   (4,008)   (5,655)   (6,826)   (6,882)   (6,882)   (6,624)
Management services   (7)   (7)   (5)   (35)   (3)   (4)   (2)

                             

Total cost of revenues   (7,107)   (7,350)   (13,904)   (17,236)   (18,056)   (22,156)   (22,329)
Gross profit   15,578   19,214   38,840   52,560   37,695   49,761   55,660 
Operating expenses:                             

Selling expenses   (799)   (1,053)   (1,423)   (2,222)   (1,316)   (1,671)   (1,476)
General and administrative expenses   (2,407)   (2,742)   (7,319)   (6,401)   (5,754)   (5,722)   (8,211)

                             

Operating income   12,372   15,419   30,098   43,937   30,625   42,368   45,973 
Interest expense   (1,006)   (1,732)   (2,555)   (2,162)   (1,638)   (1,571)   (1,671)
Change in fair value of convertible notes   (883)   1,297   (878)   —    —    —    —  
Foreign exchange (loss) income   (76)   109   (46)   (312)   (663)   542   (97)
Gain from disposal of equipment   —    127   265   266   —    —    —  
Interest income   3   52   61   314   224   423   176 
Other income   —    —    —    7,734   —    —    —  
                             

Income before income taxes   10,410   15,272   26,945   49,777   28,548   41,762   44,381 
Income tax expenses   (3,062)   (3,651)   (5,898)   (10,724)   (6,709)   (8,826)   (10,199)
                             

Net income   7,348   11,621   21,047   39,053   21,839   32,936   34,182 
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The following table sets forth our unaudited consolidated selected quarterly results, as a percentage of our total net revenues, for the seven quarters ended September 30, 2009.
 
                             

  For the Three Months Ended  
  March 31,   June 30,   September 30,   December 31,   March 31,   June 30,   September 30,  
  2008   2008   2008   2008   2009   2009   2009  

 

Revenues, net of business tax, value-added tax and related surcharges:                             
Lease and management services   91.1%   89.6%  94.4%  87.1%  84.9%  92.7%  90.9%
Management services   8.9   10.4   5.2   7.4   15.1   7.1   8.6 
Other, net   —    —    0.4   5.5   —    0.2   0.5 

                             

Total net revenues   100.0   100.0   100.0   100.0   100.0   100.0   100.0 
Cost of revenues:                             

Lease and management services   (13.6)   (12.6)   (15.6)   (14.9)   (20.0)   (21.2)   (20.1)
Amortization of acquired intangible assets   (17.7)   (15.1)   (10.8)   (9.7)   (12.4)   (9.6)   (8.5)
Management services   —    —    —    (0.1)   —    —    —  

                             

Total cost of revenues   (31.3)   (27.7)   (26.4)   (24.7)   (32.4)   (30.8)   (28.6)
Gross profit   68.7   72.3   73.6   75.3   67.6   69.2   71.4 
Operating expenses:                             

Selling expenses   (3.5)   (4.0)   (2.7)   (3.2)   (2.4)   (2.3)   (1.9)
General and administrative expenses   (10.6)   (10.3)   (13.8)   (9.2)   (10.3)   (8.0)   (10.6)

                             

Operating income   54.6   58.0   57.1   62.9   54.9   58.9   58.9 
Interest expense   (4.4)   (6.5)   (4.8)   (3.1)   (2.9)   (2.2)   (2.1)
Change in fair value of convertible notes   (3.9)   4.9   (1.7)   (0.1)   —    —    —  
Foreign exchange (loss) income   (0.3)   0.4   (0.1)   (0.4)   (1.2)   0.8   (0.1)
Gain from disposal of equipment   —    0.5   0.5   0.4   —    —    —  
Interest income   —    0.2   0.1   0.5   0.4   0.6   0.2 
Other income   —    —    —    11.1   —    —    —  
                             

Income before income taxes   46.0   57.5   51.1   71.3   51.2   58.1   56.9 
Income tax expenses   (13.5)   (13.8)   (11.2)   (15.3)   (12.0)   (12.3)   (13.1)
                             

Net income   32.5   43.7   39.9   56.0   39.2   45.8   43.8 
                             

 

Our business is subject to seasonality factors that have resulted in fluctuations in our total net revenues and net income in the seven quarters ended September 30, 2009. Our network
of centers typically treats fewer patients during the first quarter as compared to other quarters as a result of the Chinese New Year holidays in the first quarter of every year. Patients typically
choose not to undergo radiotherapy treatment or receive diagnostic imaging services during holidays. We believe that our revenues will continue to be affected in the future by the seasonality
of our business. Our business is also subject to the effect of acquisitions. We experienced a significant increase in our total net revenues and results of operations in the three months ended
December 31, 2008, which was primarily the result of our acquisition of China Medstar that added 23 centers into our network of centers. We plan to continue the expansion of our network
of centers through selective strategic acquisitions in the future, and therefore our results in future quarters may be materially impacted.
 

Our cost of revenues varies from quarter to quarter and does not necessarily correspond to changes in our total net revenues. Our cost of revenues are primarily comprised of
depreciation and amortization expenses associated with the costs of the medical equipment and our acquired intangible assets, which are not necessarily indicative of the performance of our
network of centers during the relevant quarter.
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Liquidity and Capital Resources
 

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

  Predecessor   Concord Medical (Successor)  
  Period from   Period from              
  January 1, 2007   September 10, 2007              

  to   to   
Year Ended

December 31,   Nine Months Ended September 30,  
  October 30, 2007   December 31, 2007   2008   2008   2008   2009  
  RMB   RMB   RMB   US$   RMB   RMB   US$  
  (in thousands)  

 

Net cash generated from operating activities   44,593   6,103   46,774   6,852   27,370   104,500   15,308 
Net cash used in investing activities   (50,452)   (30,441)   (376,371)   (55,136)   (300,692)   (223,426)   (32,731)
Net cash generated from financing activities   6,020   63,225   649,494   95,147   278,407   50,829   7,448 
Exchange rate effect on cash   —    138   (5,698)   (834)   (5,949)   (191)   (29)
Net increase (decrease) in cash   161   39,025   314,199   46,029   (864)   (68,288)   (10,004)
Cash at beginning of the period/year   606   767   39,792   5,829   39,792   353,991   51,858 
Cash at end of the period/year   767   39,792   353,991   51,858   38,928   285,703   41,854 
 

To date, we have financed our operations primarily through cash flows from operations and short- and long-term bank borrowings, as well as the issuance of convertible notes and
contingently redeemable convertible preferred shares. As of December 31, 2007 and 2008 and as of September 30, 2009, we had RMB39.8 million, RMB354.0 million (US$51.9 million)
and RMB285.7 million (US$41.9 million) in cash, respectively. As of September 30, 2009, we had RMB30.0 million (US$4.4 million) in short-term borrowings outstanding and
RMB149.8 million (US$21.9 million) in long-term borrowings outstanding, including the current portion of such long-term borrowings outstanding. As of December 31, 2008, we had
RMB20.8 million (US$3.0 million) in short-term bank borrowings outstanding and RMB92.0 million (US$13.5 million) in long-term bank borrowings outstanding, including the current
portion of such long-term borrowings outstanding. We did not have any short-term and long-term bank borrowings outstanding as of December 31, 2007. Our cash primarily consists of cash
on hand and bank deposits.
 

Operating Activities
 

The primary factors affecting our operating cash flow is the amount and timing of payments of our contractual percentage of each center’s revenue net of specified operating expenses
that we received from our hospital partners and cash payments that we made in connection with establishing new centers.
 

Net cash generated from operating activities increased by 281.8% to RMB104.5 million (US$15.3 million) for the nine months ended September 30, 2009 from RMB27.4 million for
the same period in 2008. Net cash generated from operating activities for the nine months ended September 30, 2009 was due primarily to cash received from an increased number of hospital
partners which, in turn, was primarily a result of our acquisition of China Medstar. This increase was partially offset by an increase in accounts receivable and a decrease in accrued expenses
and other liabilities.
 

Net cash generated from operating activities in 2008 was RMB46.8 million (US$6.9 million). Net cash generated from operating activities was due primarily to cash received from
our hospital partners, which was partially offset by deposits made by us that amounted to RMB15.0 million (US$2.2 million) to Chang’an Hospital as performance guarantee, a decrease in
accounts payable that amounted to RMB20.2 million (US$3.0 million) and an increase in accounts receivable that amounted to RMB19.3 million (US$2.8 million).
 

Net cash generated from operating activities for the period from September 10, 2007 to December 31, 2007 was RMB6.1 million. Net cash generated from operating activities was
due primarily to an increase in accrued expenses and other liabilities that amounted to RMB2.0 million and a decrease in advance made to a hospital of RMB2.7 million.
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Net cash generated from operating activities for the period from January 1, 2007 to October 30, 2007 was RMB44.6 million. Net cash generated from operating activities was due
primarily to cash received from our hospital partners and an increase in accrued expenses and other liabilities of RMB4.1 million, which was partially offset by an increase in accounts
receivable of RMB5.4 million and an increase in prepayments and other current assets of RMB4.8 million.
 

Investing Activities
 

Net cash used in investing activities for the nine months ended September 30, 2009 was RMB223.4 million (US$32.7 million). Net cash used in investing activities for the nine
months ended September 30, 2009 was due primarily to (i) deposits paid for the purchase of medical equipment for new centers that amounted to RMB116.1 million (US$17.0 million),
(ii) the purchase of medical equipment for new centers (including the purchase from Chang’an Hospital of the six units of radiotherapy and diagnostic imaging equipment) that amounted to
RMB74.0 million (US$10.8 million) and (iii) the payment of the remaining acquisition consideration for Xing Heng Feng Medical and certain other business of RMB21.5 million
(US$3.2 million).
 

Net cash used in investing activities in 2008 was RMB376.4 million (US$55.1 million). Net cash used in investing activities in 2008 was due primarily to our acquisitions of China
Medstar, Xing Heng Feng Medical and certain other businesses to expand our network that amounted to RMB231.5 million (US$33.9 million), deposits paid for the purchase of medical
equipment for new centers that amounted to RMB95.1 million (US$13.9 million) and the purchase of medical equipment for new centers that amounted to RMB31.6 million
(US$4.6 million).
 

Net cash used in investing activities for the period from September 10, 2007 to December 31, 2007 was RMB30.4 million. Net cash used in investing activities for the period was due
primarily to the purchase of medical equipment for new centers that amounted to RMB22.5 million and the deposits paid for the purchase of medical equipment for new centers that
amounted to RMB13.6 million.
 

Net cash used in investing activities for the period from January 1, 2007 to October 30, 2007 was RMB50.5 million. Net cash used in investing activities for the period was due
primarily to the purchase of medical equipment for new centers that amounted to RMB43.4 million and the deposits paid for the purchase of medical equipment for new centers that
amounted to RMB13.0 million.
 

Financing Activities
 

Net cash generated from financing activities for the nine months ended September 30, 2009 was RMB50.8 million (US$7.4 million). Net cash generated from financing activities for
the nine months ended September 30, 2009 was due primarily to the proceeds from long-term bank borrowings of RMB128.8 million (US$18.9 million) and the proceeds from short-term
bank borrowings of RMB19.0 million (US$2.8 million), which were partially offset by the repayment of long-term bank borrowings of RMB70.9 million (US$10.4 million), the repayment
of short-term bank borrowings of RMB9.8 million (US$1.4 million) and an increase in restricted cash of RMB7.2 million (US$1.1 million).
 

Net cash generated from financing activities in 2008 was RMB649.5 million (US$95.1 million). Net cash generated from financing activities in 2008 was due primarily to proceeds
received from the issuance of our Series A and Series B contingently redeemable convertible preferred shares and convertible notes that amounted to RMB613.2 million (US$89.8 million),
proceeds received from the exercise of share options that amounted to RMB114.6 million (US$16.8 million) and proceeds from short-term bank borrowings of RMB20.8 million
(US$3.0 million), which was partially offset by repayments of loans from certain related parties that amounted to RMB41.7 million (US$6.1 million), the repayment of long-term bank
borrowings of RMB37.9 million (US$5.6 million) and the repayment of short-term bank borrowings of RMB21.5 million (US$3.1 million).
 

Net cash generated from financing activities for the period from September 10, 2007 to December 31, 2007 was RMB63.2 million. Net cash generated from financing activities for
the period was due primarily to proceeds received from the issuance of our convertible notes that amounted to RMB36.5 million and loan received from certain shareholders that amounted to
RMB32.4 million.
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Net cash generated from financing activities for the period from January 1, 2007 to October 30, 2007 was RMB6.0 million. Net cash generated from financing activities for the period
was due primarily to loan received from certain shareholders that amounted to RMB6.8 million which was partially offset by repayment of obligations under capitalized leases of
RMB0.8 million.
 

Acquisitions and Capital Expenditures
 

In July 2008, we acquired China Medstar for £17.1 million, or approximately RMB238.7 million (US$35.0 million) in cash. The transaction was accepted by the shareholders of
China Medstar and closed on July 31, 2008.
 

We also acquired control of Xing Heng Feng Medical in October 2008 for total consideration of RMB35.0 million (US$5.1 million). As of December 31, 2008, RMB18.0 million
(US$2.6 million) of the acquisition consideration was still payable which was subsequently paid in January 2009.
 

We also acquired certain other businesses related to radiotherapy and diagnostic imaging centers managed by third parties for total consideration of RMB14.0 million
(US$2.0 million). As of September 30, 2009, the acquisition consideration of RMB6.5 million (US$1.0 million) was still payable. We expect to pay the remaining RMB6.5 million
(US$1.0 million) before the end of 2009.
 

In 2007 and 2008 and for the nine months ended September 30, 2009, our capital expenditures totaled RMB65.9 million, RMB31.6 million (US$4.6 million) and RMB74.0 million
(US$10.8 million), respectively. In past years, our capital expenditures related primarily to the purchase of medical equipment and the acquisition of assets from third parties. Capital
expenditure decreased in 2008 as compared to 2007 due to our expansion of our network through the acquisitions of China Medstar, Xing Heng Feng Medical and other businesses in 2008.
In August 2009, we purchased from Chang’an Hospital the six units of radiotherapy and diagnostic imaging equipment that were located at the six centers that we previously managed under
service-only agreements with Chang’an Hospital. The total agreed upon consideration for such equipment was approximately RMB72.7 million (US$10.7 million), of which
RMB50.0 million (US$7.3 million) was paid as of September 30, 2009. We paid an additional RMB20.0 million (US$2.9 million) of the consideration in October 2009 and we expect to pay
the remaining RMB2.7 million (US$0.5 million) before the end of 2009. We subsequently entered into a long-term lease and management services arrangement with Chang’an Hospital
pursuant to which we leased these six units of equipment to Chang’an Hospital. Two of the six units of equipment were combined into one center and we provide lease and management
services to the five remaining centers in which these six units of equipment are located. We estimate that our aggregate capital expenditures for the balance of 2009 and in 2010 will be
approximately RMB1,200.0 million (US$175.8 million), which we will use mainly for the continued expansion of our network, including for the purchase of medical equipment and for the
establishment of our specialty cancer hospitals.
 

We believe that our current levels of cash and cash flows from operations, combined with the net proceeds from this offering and bank loans of approximately RMB190.0 million
(US$27.8 million) that we expect to obtain in 2010 to fund the development of our specialty cancer hospitals, will be sufficient to meet our anticipated cash needs for at least the next
12 months following this offering. However, we may need additional cash resources in the future if we experience changed business conditions or other developments or if we find and wish
to pursue opportunities for investment, acquisition, strategic cooperation or other similar actions. If we ever determine that our cash requirements exceed our amounts of cash on hand, we
may seek to issue debt or equity securities or obtain a credit facility. Any issuance of equity or equity-linked securities could cause dilution for our shareholders. Any incurrence of
indebtedness could increase our debt service obligations and cause us to be subject to restrictive operating and finance covenants. It is possible that, when we need additional cash resources,
financing will only be available to us in amounts or on terms that would not be acceptable to us or financing will not be available at all.
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Contractual Obligations
 

The following table sets forth our contractual obligations at December 31, 2008:
 
                     

  Contractual Obligations  
  Less Than         More Than     
  1 Year   1-3 Year   3-5 Year   5 Years   Total  
  RMB   RMB   RMB   RMB   RMB  
  (in thousands)  

 

Short-term debt obligations   20,800   —    —    —    20,800 
Long-term debt obligations   39,840   52,120   —    —    91,960 
Capital lease obligations   5,084   7,562   6,392   —    19,038 
Operating lease obligations   2,700   2,703   1,144   —    6,547 
Purchase obligations   115,919   —    —    —    115,919 
                     

Total   184,343   62,385   7,536   —    254,264 
                     

 

Our short- and long-term debt obligations as of December 31, 2008 represent bank borrowings obtained by our subsidiary Shanghai Medstar. All such borrowings were entered into
with the Agricultural Bank of China and are secured by medical equipment under capital lease. Our short-term bank borrowing outstanding as of December 31, 2008 had a weighted average
interest rate of 6.66% per annum. Our long-term bank borrowing outstanding as of December 31, 2008 had a weighted average interest rate of 7.47% per annum.
 

As of September 30, 2009, we had RMB30.0 million (US$4.4 million) in short-term borrowings outstanding and RMB149.8 million (US$21.9 million) in long-term borrowings
outstanding, including the current portion of such long-term borrowings outstanding. Our short-term borrowing bore a weighted average interest of 5.07% per annum and our long-term
borrowings bore weighted average interest of 5.18% per annum.
 

Shanghai Medstar entered into three additional long-term borrowing arrangements with the Agricultural Bank of China with a total amount of RMB53.8 million (US$7.9 million), all
with a term to maturity of three years. These long-term borrowing arrangements each has a variable annual interest rate equal to 90% of the benchmark lending rate of the People’s Bank of
China adjusted every three months. Shanghai Medstar is required to make monthly payments beginning in October 2009 in an amount equal to RMB170,000 (US$24,900) and a final
payment of RMB50,000 (US$7,300) related to one of the borrowings and monthly payments beginning in November 2009 in an amount equal to RMB1.2 million (US$0.2 million) and a
final payment of RMB0.4 million (US$0.1 million) related to another borrowing.
 

Shanghai Medstar also entered into a short-term loan agreement in June 2009 with HSBC Bank (China) Company Limited for RMB15.0 million (US$2.2 million) that matures in
June 2010 bearing interest at a rate of 5.16%, secured by account receivables of Shanghai Medstar and guaranteed by Aohua Medical. This borrowing contains restrictive covenants requiring
the maintenance of tangible net worth of RMB400.0 million and RMB180.0 million by China Medstar and Aohua Medical, respectively, and a total liability to tangible net worth ratio of 0.5
times and 0.36 times at all time for China Medstar and Aohua Medical, respectively.
 

Aohua Medical has entered into a long-term loan agreement in January 2009 with China Construction Bank, Shenzhen Branch for RMB20.0 million (US$2.9 million) that matures in
January 2012. This long-term borrowing has a variable annual interest rate equal to 110% of the benchmark lending rate of the People’s Bank of China, adjusted every 12 months, secured by
accounts receivable of Aohua Medical and Aohua Leasing and guaranteed by Aohua Leasing. Aohua Medical is required to make monthly repayments as to the principal of the borrowing
beginning on the fourth month after the loan is obtained.
 

Aohua Medical obtained a bank loan facility in the principal amount of RMB20.0 million (US$2.9 million) from China Merchant Bank Company Limited in September 2009 that
expires in September 2010. This bank loan facility is guaranteed by Aohua Leasing. Interest rate for this bank loan facility is to be determined in accordance with the specific loan agreement
entered into every time the facility is drawn down. As of September 30, 2009, Aohua Medical had drawn down RMB4.0 million (US$0.6 million) of this facility.
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Aohua Leasing entered into a RMB100.0 million (US$14.6 million) banking facility with China Construction Bank in August 2009 that matures in August 2012. This banking facility
bears interest rate equal to a floating rate of the People’s Bank of China’s benchmark lending rate adjusted every twelve months, which was 5.4% in August 2009. We expect to use this
banking facility for the purchase of medical equipment in the future and any amount drawn under the facility will be secured by the respective medical equipment to be purchased and
accounts receivable of Aohua Leasing, as well as guaranteed by Aohua Medical and Shanghai Medstar. Aohua Leasing is required under the facility agreement to make quarterly repayments
of the principal.
 

Aohua Leasing obtained a trade financing facility in the principal amount of RMB20.0 million (US$2.9 million) from China Construction Bank in August 2009 that expires in 2010.
Under this trade financing facility, Aohua Leasing is required to pay a management fee to China Construction Bank in an amount equal to 5.5% of the total principal amount under this
facility. This trade financing facility is secured by accounts receivable of Aohua Leasing and guaranteed by Aohua Medical and Shanghai Medstar.
 

We expect to obtain bank loans of approximately RMB90.0 million (US$13.2 million) in 2010 to fund the development of the Chang’an CMS International Cancer Center. We also
expect to obtain bank loans of approximately RMB100.0 million (US$14.6 million) in 2010 to fund the development of the Beijing Proton Medical Center.
 

During the nine months ended September 30, 2009, we entered into two non-cancellable corporate office operating leases with a lease term of two and three years, respectively. As of
September 30, 2009, our operating lease obligation for the remainder of 2009, 2010, 2011 and 2012 was RMB1.3 million (US$0.2 million), RMB5.1 million (US$0.8 million), RMB4.8
million (US$0.7 million) and RMB2.3 million (US$0.3 million), respectively.
 

As of September 30, 2009, we had purchase obligation for certain medical equipment that amounted to RMB102.7 million (US$15.0 million), which are all scheduled to be paid
within one year.
 

Off-Balance Sheet Arrangements
 

We do not engage in trading activities involving non-exchange traded contracts or interest rate swap transactions or foreign currency forward contracts. In the ordinary course of our
business, we do not enter into transactions involving, or otherwise form relationships with, unconsolidated entities or financials partnerships that are established for the purpose of facilitating
off-balance sheet arrangements or other contractually narrow or limited purposes.
 

Inflation
 

In recent years, China has not experienced significant inflation, and thus inflation has not had a material impact on our results of operations. According to the National Bureau of
Statistics of China, the change in China’s Consumer Price Index was 1.5%, 4.8% and 5.9% in the years 2006, 2007 and 2008, respectively. If inflation continues to rise, it may materially and
adversely affect our business.
 

Quantitative and Qualitative Disclosure about Market Risk
 

Foreign Exchange Risk
 

All of our revenues and substantially all of our expenditures are denominated in Renminbi. However, the price of medical equipment that we purchase from foreign manufacturers is
denominated in U.S. dollars. We pay for such equipment in Renminbi through importers at a pre-determined exchange rate that is typically agreed to at the time of purchase that will be
adjusted to a certain extent if there is significant fluctuation as to the exchange rate. As a result, fluctuations in the exchange rate between the U.S. dollar and the Renminbi will affect the cost
of such medical equipment to us and will affect our results of operation and financial condition. Such fluctuations will also affect us with respect to the translation of the net proceeds that we
will receive from this offering into Renminbi. The Renminbi’s exchange rate with the U.S. dollar and other currencies is affected by, among other things, changes in China’s political and
economic conditions. See “Risk Factors — Risks Related to Doing Business in China — Fluctuations in the value of the Renminbi may have a material adverse effect on your investment.”
Any significant revaluation of the Renminbi may materially and adversely affect our cash flows, revenues, earnings and financial
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position, and the value of, and any dividends payable on, our ADSs in U.S. dollars. Based on the amount of our cash denominated in U.S. dollar as of September 30, 2009, a 10% change in
the exchange rates between the Renminbi and the U.S. dollar would result in an increase or decrease of RMB24.3 million (US$3.6 million) in our total cash position.
 

The functional currency of our company and our subsidiaries, including Ascendium, CMS Holdings, OMS, Cyber Medical and China Medstar, is the U.S. Dollar. Our PRC
subsidiaries have determined their functional currencies to be the Renminbi based on the criteria of Statement of Financial Accounting Standards No. 52, “Foreign Currency Translation,” or
SFAS 52. We use the Renminbi as our reporting currency. We use the monthly average exchange rate for the year and the exchange rate at the balance sheet date to translate the operating
results and financial position of our PRC subsidiaries, respectively. Translation differences are recorded in accumulated other comprehensive income, a component of shareholders’ equity.
Transactions denominated in foreign currencies are remeasured into our functional currency at the exchange rates prevailing on the transaction dates. Foreign currency denominated financial
assets and liabilities are remeasured at the balance sheet date exchange rate. Exchange gains and losses are included in the consolidated statements of income.
 

Interest Rate Risk
 

Our exposure to interest rate risk relates to interest expenses incurred by our short-term and long-term bank borrowings and interest income on our interest-bearing bank deposits. We
have not used any derivative financial instruments or engaged in any interest rate hedging activities to manage our interest rate risk exposure. Our future interest expense on our short-term
and long-term borrowings may increase or decrease due to changes in market interest rates. During 2008, our short-term and long-term bank borrowings, all of which were denominated in
Renminbi, had a weighted average interest rate of 6.66% per annum and 7.47% per annum, respectively. Our future interest income on our interest-bearing cash and pledged deposit balances
may increase or decrease due to changes in market interest conditions. We monitor interest rates in conjunction with our cash requirements to determine the appropriate level of bank
borrowings relative to other sources of funds. Based on our outstanding borrowings during the six months ended September 30, 2009, a 10% change in the interest rates would result in an
increase or decrease of RMB0.5 million (US$0.1 million) of our total amount of interest expense for the nine months ended September 30, 2009. Based on our outstanding interest earning
instruments during the nine months ended September 30, 2009, a 10% change in the interest rates would result in an increase or decrease of RMB 82,000 (US$12,000) in our total amount of
interest income for the nine months ended September 30, 2009.
 

Recent Accounting Pronouncements
 

There have been no developments to recently issued accounting standards, including the expected dates of adoption and estimated effects on the Group’s consolidated financial
statements, from those disclosed in the Group’s consolidated financial statements for the year ended December 31, 2008, except for the following:
 

 • In April 2009, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Codification (“ASC”) 805-20, “Accounting for Assets Acquired and Liabilities
Assumed in a Business Combination That Arise from Contingencies” to amend SFAS 141 (revised 2007) “Business Combinations.” ASC 805-20 addresses the initial recognition,
measurement and subsequent accounting for assets and liabilities arising from contingencies in a business combination, and requires that such assets acquired or liabilities
assumed be initially recognized at fair value at the acquisition date if fair value can be determined during the measurement period. If the acquisition-date fair value cannot be
determined, the asset acquired or liability assumed arising from a contingency is recognized only if certain criteria are met. ASC 805-20 also requires that a systematic and
rational basis for subsequently measuring and accounting for the assets or liabilities be developed depending on their nature. The Company does not anticipate that the adoption of
this statement will have a material impact on its consolidated financial statements, absent any material business combinations.

 

 • In June 2009, the FASB issued SFAS No. 166, “Accounting for Transfers of Financial Assets — an amendment of FASB Statement No. 140” (“SFAS 166”). SFAS 166 seeks to
improve the relevance, representational faithfulness, and comparability of the information that a reporting entity provides in its financial statements about a transfer of financial
assets; the effects of a transfer on its financial position, financial performance, and cash flows; and a transferor’s continuing involvement, if any, in transferred
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 financial assets. Specifically, SFAS 166 eliminates the concept of a qualifying special-purpose entity, creates more stringent conditions for reporting a transfer of a portion of a
financial asset as a sale, clarifies other sale-accounting criteria, and changes the initial measurement of a transferor’s interest in transferred financial assets. The Company does not
anticipate that the adoption of this statement will have a material impact on its consolidated financial statements.

 

 • In June 2009, the FASB issued SFAS No. 167, “Amendments to FASB Interpretation No. 46(R)” (“SFAS 167”). SFAS 167 amends FASB Interpretation No. 46(R), “Variable
Interest Entities” for determining whether an entity is a variable interest entity (“VIE”) and requires an enterprise to perform an analysis to determine whether the enterprise’s
variable interest or interests give it a controlling financial interest in a VIE. Under SFAS 167, an enterprise has a controlling financial interest when it has a) the power to direct
the activities of a VIE that most significantly impact the entity’s economic performance and b) the obligation to absorb losses of the entity or the right to receive benefits from the
entity that could potentially be significant to the VIE. SFAS 167 also requires an enterprise to assess whether it has an implicit financial responsibility to ensure that a VIE
operates as designed when determining whether it has power to direct the activities of the VIE that most significantly impact the entity’s economic performance. SFAS 167 also
requires ongoing assessments of whether an enterprise is the primary beneficiary of a VIE, requires enhanced disclosures and eliminates the scope exclusion for qualifying
special-purpose entities. The Company is currently evaluating the impact the adoption of SFAS 167 will have on its consolidated financial statements.

 

 • In June 2009, the FASB issued Statement of Financial Accounting Standard (“SFAS”) No. 168, The FASB Accounting Standards CodificationTM and the Hierarchy of Generally
Accepted Accounting Principles, a replacement of FASB Statement No. 162. This statement modifies the Generally Accepted Accounting Principles (“GAAP”) hierarchy by
establishing only two levels of GAAP, authoritative and nonauthoritative accounting literature. Effective July 2009, the FASB Accounting Standards CodificationTM (“ASC”), also
known collectively as the “Codification,” is considered the single source of authoritative U.S. accounting and reporting standards, except for additional authoritative rules and
interpretive releases issued by the SEC. Nonauthoritative guidance and literature would include, among other things, FASB Concepts Statements, American Institute of Certified
Public Accountants Issue Papers and Technical Practice Aids and accounting textbooks. The Codification was developed to organize U.S. GAAP pronouncements by topic so that
users can more easily access authoritative accounting guidance. It is organized by topic, subtopic, section, and paragraph, each of which is identified by a numerical designation.
This statement applies beginning in third quarter 2009. All accounting references have been updated, and therefore U.S. GAAP standards have been replaced with ASC
references. This standard had no impact on the Company’s financial position, results of operations or cash flows.

 

 • In August 2009, the FASB issued Accounting Standards Update No. 2009-5, “Measuring Liabilities at Fair Value” (“ASU 2009-05”). ASU 2009-05 amends Accounting
Standards Codification Topic 820, “Fair Value Measurements.” Specifically, ASU 2009-05 provides clarification that in circumstances in which a quoted price in an active market
for the identical liability is not available, a reporting entity is required to measure fair value using one or more of the following methods: 1) a valuation technique that uses a) the
quoted price of the identical liability when traded as an asset or b) quoted prices for similar liabilities or similar liabilities when traded as assets and/or 2) a valuation technique
that is consistent with the principles of Topic 820 of the Accounting Standards Codification (e.g. an income approach or market approach). ASU 2009-05 also clarifies that when
estimating the fair value of a liability, a reporting entity is not required to adjust to include inputs relating to the existence of transfer restrictions on that liability. The Company
does not anticipate that the adoption of this statement will have a material impact on its consolidated financial statements.

 

 • In September 2009, the Emerging Issues Task Force (EITF) reached final consensus on ASC 605-25, “Revenue Arrangements with Multiple Deliverables.” ASC 605-25
addresses how to determine whether an arrangement involving multiple deliverables contains more than one unit of accounting, and how the arrangement consideration should be
allocated among the separate units of accounting. EITF 08-1 may be applied retrospectively or prospectively for new or materially modified arrangements and early adoption is
permitted. The Company does not anticipate that the adoption of this statement will have a material impact on its consolidated financial statements.

92



Table of Contents

 

OUR INDUSTRY
 

Cancer was the leading cause of death in China in 2008 according to the MOH. Approximately 3.5 million patients were diagnosed with cancer in 2008 in China, according to a
commissioned report by Frost & Sullivan. Frost & Sullivan also estimated that the cancer radiotherapy and diagnostic imaging market in China was RMB16.6 billion (US$2.4 billion) in
2008 and is expected to grow to RMB68.3 billion (US$10.0 billion) in 2015, representing a CAGR of 22.4%. Among the factors contributing to this growth rate are significant projected
growth in the number of new cancer cases due to the continued aging and urbanization of the Chinese population, increased affordability of cancer diagnosis and treatment as a result of
rising disposable income and increased government expenditure on healthcare and growing awareness and adoption of advanced cancer diagnosis and treatment modalities by Chinese
patients and physicians.
 

Cancer in China
 

Cancer was the leading cause of death in China in 2008. Based on MOH data, cancer accounted for 2.1 million deaths, or 26.2% of total deaths in China in 2008. There were
approximately 3.5 million patients diagnosed with cancer in China in 2008, according to a report by Frost & Sullivan. Frost & Sullivan further estimates that new cancer cases will increase
to approximately 4.1 million in China in 2015, representing CAGR of 2.6%, compared to an estimated CAGR of 1.5% for the United States over the same period.
 

According to a survey conducted by the MOH in 2008, the increase in cancer cases in China is primarily attributable to demographic changes and urbanization, since elderly and
urban populations exhibit higher rates of cancer compared to the overall population. With respect to demographic changes, China’s population increased by 9.6% from approximately
1.2 billion in 1995 to approximately 1.3 billion in 2008, while the number of individuals over 65 years old increased by 46.8% from 75.1 million to 110.2 million over the same period. In
contrast, according to United States Census Bureau, the U.S. population increased by 14.1% from 266.6 million in 1995 to 304.1 million in 2008, while the number of individuals over
65 years old increased by 15.2% from 33.8 million to 38.9 million over the same period. Additionally, China’s urban population increased by 72.5% from 351.7 million in 1995 to
606.7 million in 2008. According to the MOH, tobacco usage and environmental pollution have also contributed to higher rates of cancer for China’s urban residents. All of these factors
suggest a significant increase in potential demand for cancer diagnosis and treatment in the future.
 

Cancer Diagnosis and Treatment
 

Modern cancer treatments rely heavily on the utilization of advanced diagnostic imaging technologies such as computerized tomography, or CT, magnetic resonance imaging, or MRI
and positron emission tomography, or PET. Principal cancer treatments include various types of radiotherapy, chemotherapy and surgery, which may be used alone or in combination with
each other. With respect to radiotherapy, there are several different treatment options, including gamma knife systems and linear accelerators, as well as the more advanced proton therapy
systems. The choice of cancer treatment options depends upon the location of the tumor in the body, the type of the tumor and the stage of the disease, as well as the general state of health of
the patient. The WHO reported in its 2008 World Cancer Report that a little over 50% of all patients who develop cancer will require some type of radiotherapy during their illness.
According to a report by Frost & Sullivan, the percentage of cancer patients who underwent surgery, chemotherapy and radiotherapy in China in 2008 was approximately 74.0%, 70.3% and
32.6%, respectively.
 

Radiotherapy (also called “radiation therapy” or “radiation treatment”) utilizes focused doses of intense radiation to kill cancer cells and shrink tumors. Radiotherapy can be used to
treat almost every type of malignant solid tumor as well as benign tumors. Advances in different imaging modalities (e.g., PET-CT) and the integrated use of these modalities with
radiotherapy are expected to enhance the precision of radiotherapy treatments.
 

Provision of Healthcare Services in China
 

Healthcare services in China are provided primarily at hospitals. Patients visit the hospital for both in-patient and most out-patient care. Physicians are typically employed by
hospitals and work on the hospital premises. According to the MOH and the general logistics department of the PLA, at the end of 2008, there were approximately 19,800 hospitals in China,
including approximately 115 specialty cancer hospitals.
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Approximately 80% of hospitals in China are owned by the government, government agencies, government controlled corporations or the military. Such hospitals (including military
hospitals) typically serve the general public. While these hospitals are owned in some way by the government, they receive little direct government funding and are individually financed.
These government hospitals also operate largely independently of each other and generally do not operate as groups of hospitals under common control. Ownership of privately-owned
hospitals in China is also fragmented, with a lack of dominant groups of hospitals.
 

China has a relatively underdeveloped medical infrastructure, which has resulted in significant unmet demand for medical services in China. According to the WHO, there were 22
hospital beds per 10,000 people in China in 2008 versus 31, 39, 86 and 140 hospital beds per 10,000 people in the United States, the United Kingdom, Korea and Japan, respectively. The
average occupancy rate for China’s hospitals in 2008 was 74.6%, while the average occupancy rate for China’s specialty cancer hospitals during that same period was a much higher 104.1%,
according to the MOH.
 

The largest portion of healthcare expenses in China is funded by private individuals. The MOH reported that in 2007, self payment accounted for 45.2% of China’s total medical
expenses, whereas payment by public medical insurance schemes, commercial insurance plans and employers accounted for another 34.5%, and the direct payment by the government
accounted for the remaining 20.4%. In China, most patients currently pay medical expenses out-of-pocket prior to receiving medical services and later seek insurance reimbursement, to the
extent, if any, that they are covered by medical insurance schemes. The up-front collection of medical fees, whether or not the patient is insured, together with China’s lack of emergency
medical treatment laws such as those in the United States, which require the treatment of the uninsured, results in very low bad debt and charity care expenditures for hospitals and other
healthcare service providers in China. Due to cultural factors, the high percentage of out-of-pocket expenses and the need to pay for medical services upfront, family members of Chinese
patients frequently contribute to the payment of healthcare expenses, particularly in the case of non-discretionary healthcare expenses, such as the diagnosis and treatment of cancer.
 

Source: MOH
 

Radiotherapy and Diagnostic Imaging in China
 

The Chinese radiotherapy and diagnostic imaging market has grown steadily over the years. According to a report by Frost & Sullivan, there were approximately 1,187 linear
accelerators, 159 head gamma knife systems, 86 body gamma knife systems, 122 PET-CT scanners and 2,260 MRI scanners installed across the country in 2008. CAGRs of such installed
equipment were 16.4%, 18.9%, 16.0%, 16.9% and 22.6% from 2003 to 2008, respectively.
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Source: Frost & Sullivan, 2008
 

Despite this high level of growth, the number of units of radiotherapy and diagnostic imaging equipment per capita in China is significantly lower than in developed countries. The
Frost & Sullivan report estimates that at the end of 2008, China had only 0.7 linear accelerators per million people, compared to 9.5 in the United States, 6.6 in Japan, 5.6 in France and 3.0 in
the United Kingdom during the same period. The relatively low penetration of radiotherapy equipment in China contributes to the low rate of treatment using radiotherapy received by cancer
patients in China. We also believe that a generally low level of education amongst Chinese physicians about advanced radiotherapy is a key contributor to the relatively low rate of usage of
radiotherapy for the treatment of cancer patients in China.
 

Source: Frost & Sullivan, 2008
 

The vast majority of radiotherapy and diagnostic imaging services are performed in hospitals. Hospitals are motivated to offer high-end services such as radiotherapy and diagnostic
imaging services to attract patients and increase hospital revenues. The challenge, however, is that many hospitals in China cannot fund expensive equipment purchases due to limited
operating cash flows, inability to raise equity funding, limited access to debt financing and the absence of vendor financing. Hospitals in China generally also lack experienced radiologists
and technicians and management experience in operating radiotherapy and diagnostic imaging centers.
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While most of the expenses for radiotherapy and diagnostic imaging services are paid up-front by patients, some reimbursement is available to patients through government-directed
insurance schemes. We believe that radiotherapy modalities including head gamma knife systems, body gamma knife systems and linear accelerators are currently covered by most
government-directed medical insurance schemes in China, but reimbursement rates differ depending on geographical locations. MRI scans are commonly covered by various government-
directed medical insurance schemes in China, while PET-CT scans are generally not covered by such schemes. For more information, see “Regulation of Our Industry — Medical Insurance
Coverage.”
 

According to a report by Frost & Sullivan, the China cancer radiotherapy and diagnostic imaging market is expected to continue to grow. It is estimated that the linear accelerator
market will increase from RMB4.2 billion (US$612.7 million) in 2008 to RMB 17.9 billion (US$2.6 billion) in 2015, representing a CAGR of 23.0%. The gamma knife systems market is
expected to grow from RMB1.3 billion (US$194.9 million) in 2008 to RMB6.7 billion (US$977.6 million) in 2015, representing a CAGR of 25.9%. The diagnostic imaging market,
primarily consisting of MRI, PET-CT and CT, is expected to grow from RMB10.7 billion (US$1.6 billion) in 2008 to RMB23.9 billion (US$3.5 billion) in 2015, representing a CAGR of
12.1%. The following are the primary factors contributing to the growing demand for cancer radiotherapy and diagnostic imaging services:
 

 • Increasing cancer incidence rate: The cancer incidence rate in China has grown from approximately 0.216% in 2003 to approximately 0.260% in 2008, an increase of 20.4%,
according to a report by Frost & Sullivan. It is expected that demographic changes and urbanization will lead to further increases in the number of cancer cases in China.

 

 • Increasing physician adoption of advanced diagnostic imaging equipment: With the modernization of medical care in China, more physicians are expected to utilize more
advanced diagnostic imaging equipment, such as MRI and PET-CT.

 

 • Increasing percentage of cancer patients treated with radiotherapy: The percentage of cancer patients treated with radiotherapy is expected to increase due to improving
awareness of radiotherapy among the doctors and patients, and increased availability of radiotherapy and diagnostic imaging equipment.

 

 • Increasing affordability and potentially increased accessibility: China’s rising disposable income and increasing government expenditure on healthcare are also expected to
stimulate the overall demand for radiotherapy and diagnostic imaging services. In addition, China recently approved a new round of healthcare reforms that encourage the
investment of private capital in non-profit hospitals, which may potentially increase the accessibility of radiotherapy and diagnostic imaging services to patients.
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BUSINESS
 

Overview
 

We operate the largest network of radiotherapy and diagnostic imaging centers in China in terms of revenue and the total number of centers in operation in 2008, according to a report
by Frost & Sullivan commissioned by us. As of September 30, 2009, our network comprised 83 centers based in 55 hospitals, spanning 36 cities across 21 provinces and administrative
regions in China. These hospitals are substantially comprised of 3A hospitals, the highest ranked hospitals by quality and size in China as determined in accordance with the standards of the
MOH. Cancer was the leading cause of death in China in 2008 according to the MOH, and there is a relatively low penetration of radiotherapy and diagnostic imaging equipment compared
to developed countries. We believe that our leading network and our experience and expertise uniquely position us to address the underserved market in China for radiotherapy and diagnostic
imaging services.
 

Most of the centers in our network are established through long-term lease and management services arrangements entered into with our hospital partners. Under these arrangements,
we receive a contracted percentage of each center’s revenue net of specified operating expenses. Each center is located on the premises of our hospital partners and is typically equipped with
a primary unit of advanced radiotherapy and diagnostic imaging equipment, such as a linear accelerator, head gamma knife system, body gamma knife system, PET-CT scanner or MRI
scanner. We provide clinical support services to doctors who work in the centers in our network, which include developing treatment protocols for doctors and organizing joint diagnosis
between doctors in our network and clinical research. In addition, we help recruit and determine the compensation of doctors and other medical personnel in our network and are typically in
charge of most of the non-clinical aspects of the centers’ daily operations, including marketing, training and administrative duties. Our hospital partners are responsible for the centers’
clinical activities, the medical decisions made by doctors, and the employment of the doctors in accordance with regulations.
 

We believe that our success is largely due to the high quality clinical care provided at our network of centers and our market-oriented management culture and practices. Many of the
doctors who work in our network have extensive clinical experience in radiotherapy, some of whom are recognized as leading experts in radiation oncology in China. We enhance the quality
of clinical care in our network through established training of, and on-going clinical education for, doctors in our network. We believe that our market-oriented management culture and
practices allow us to manage centers more efficiently and offer more consistent and better patient services than our competitors. We believe that our success has given us a strong reputation
within the medical community, which in turn gives us a competitive advantage in gaining patient referrals and establishing new centers.
 

To complement our organic growth, we have also selectively acquired businesses to expand our network. In July 2008, we acquired China Medstar, a company then publicly listed on
the AIM, for approximately £17.1 million or approximately RMB238.7 million (US$35.0 million). At the time of the acquisition, China Medstar jointly managed 23 centers with its hospital
partners across 14 cities in China.
 

To further enhance our reputation and to employ high quality doctors, we plan to establish and operate specialty cancer hospitals in China. We intend for our specialty cancer hospitals
to be centers of excellence. Our first specialty cancer hospital, the Chang’an CMS International Cancer Center, in Xi’an, Shaanxi Province, is expected to commence operation in early 2010.
We are also in the process of establishing the Beijing Proton Medical Center, another specialty cancer hospital, which is expected to commence operation in 2012. We expect that the Beijing
Proton Medical Center will be the first proton beam therapy treatment center in China equipped with a proton beam therapy system licensed for clinical use.
 

Our business has grown significantly in recent years through development of new centers, increases in the number of patient cases in our network and acquisitions. We have increased
the number of centers in our network from 41 at the end of 2007 to 72 at the end of 2008 and to 83 as of September 30, 2009. Our total net revenues were RMB67.4 million,
RMB14.0 million and RMB171.8 million (US$25.2 million) for the period from January 1, 2007 to October 30, 2007, the period from September 10, 2007 to December 31, 2007 and for the
year ended December 31, 2008. Our total net revenues increased to RMB205.7 million (US$30.1 million) for the nine
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months ended September 30, 2009 from RMB102.0 million for the same period in 2008, due primarily to an increase in the number of centers in our network, including centers added to our
network as a result of our acquisition of China Medstar, and an increase in the number of patient cases in existing centers. For periods prior to October 30, 2007, our predecessor is deemed
the reporting entity for financial reporting purposes as a result of the OMS reorganization. We report the financial statements of our successor entity from September 10, 2007, the date of
inception of our successor entity. For additional information relating to our history and reorganization and our financial presentation, see “Our History and Corporate Structure” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
 

Market Opportunities
 

As discussed in the “Our Industry” section of this prospectus, the radiotherapy and diagnostic imaging market in China has several favorable characteristics. The market is expected
to experience significant growth due to an increasing incidence rate of cancer and increasing adoption and affordability of advanced radiotherapy and diagnostic imaging technologies.
Moreover, most hospitals lack the financial resources to purchase, or the expertise to operate, advanced radiotherapy and diagnostic imaging equipment. These deficiencies, together with the
generally low level of awareness amongst doctors in China about the efficacy of advanced radiotherapy, has resulted in a relatively low usage rate of radiotherapy for the treatment of cancer
patients in China. We believe that our ability to provide the necessary equipment and expertise to hospitals in China to establish and jointly manage radiotherapy centers will allow us to
benefit from these positive market dynamics.
 

Competitive Strengths
 

We believe that the following competitive strengths have, and will continue to, uniquely position us to capitalize on growth opportunities in the cancer treatment market in China:
 

Leading Market Position and Successful Track Record
 

According to a report by Frost & Sullivan, we operate the largest network of radiotherapy and diagnostic imaging centers in China in terms of revenues and the number of centers in
operation in 2008. As of September 30, 2009, our network comprised 83 centers based in 55 hospitals, spanning 36 cities across 21 provinces and administrative region in China. Our
network includes 73 radiotherapy and diagnostic imaging centers and 10 centers that provide other treatment and diagnostic services, such as electroencephalography for the diagnosis of
epilepsy, thermotherapy to increase the efficacy of and for pain relief after radiotherapy and chemotherapy, high intensity focused ultrasound therapy for the treatment of cancer, stereotactic
radiofrequency ablation for the treatment of Parkinson’s Disease and refraction and tonometry for the diagnosis of ophthalmic conditions. According to a report by Frost & Sullivan, we were
the first company to have established such an extensive network of centers across China. Our first center was established in 1997, and more than half of the centers in our network have been
in operation for over five years. The doctors in our network have performed over 48,000 radiotherapy treatments and over 100,000 diagnostic imaging scans since the beginning of 2007. We
believe that we have a strong reputation within the medical community in China, due to the large number of cancer patients treated in our network and the extensive clinical experience of the
doctors in our network of centers. We believe that our market leading position, successful track record and the strong reputation of centers in our network provide us with a significant
advantage relative to our competitors in establishing new centers.
 

Doctors with Extensive Cancer Treatment Experience Developed and Supported by Our Network
 

There are over 240 doctors, including radiation oncologists and neurosurgeons, who work in our network, some of whom are leading experts in their respective fields in China. We
provide training, ongoing clinical education, including regularly scheduled network-wide clinical education conferences and seminars, where medical personnel from our network of centers
and outside medical experts in China are invited to share their clinical experience. These efforts enable the doctors in our network to increase their clinical knowledge. We also organize and
sponsor clinical research conducted by doctors in our network. The clinical expertise of the doctors in our network is supplemented by their ability to consult with each other and thereby
enhancing the clinical care they provide to their patients.
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Market-oriented Management of Centers
 

We bring a market-oriented management culture and practices to the operation of our centers, driven by patient needs and market conditions. As a result, we believe that the centers in
our network are run more efficiently and provide better patient services as compared to other public hospitals. Such market-oriented management practices include staffing most centers in
our network with dedicated marketing professionals who promote our services to potential referring doctors. In addition, the compensation for the staff in each center, including doctors, is
partially based on such center’s operating performance whereby the staff in each center typically receives bonuses based on the monthly revenue generated by such center, the number of
patients treated or received diagnostic imaging services in a given month, the annual profit target of the center and other performance metrics as determined by us, such as staff’s compliance
with the operating procedures of the centers, the quality of treatments and services provided, the staff’s research activities conducted at the centers and the timely maintenance of records. Our
market-oriented management practices also, unlike most other public hospitals in China, focus on providing high quality patient services, which we believe is a key component in
establishing a strong reputation as to our network of centers and a key factor in doctors’ decisions to refer patients to centers in our network.
 

Successful Track Record of New Center Development and Acquisitions
 

We have grown our business through development of new centers and through selective acquisitions of businesses and assets from third parties. Such development and acquisitions
are subject to an extensive internal evaluation and approval process that involves a team of dedicated business development professionals, a team of project evaluation professionals and our
senior management. In 2008, we added 32 new centers under lease and management services arrangements of which 25 were added through acquisitions. Our acquisitions in 2008 include
China Medstar and its network of 23 centers located in 14 cities across China which we have we successfully integrated into our network. This acquisition significantly expanded our
network of centers, broadened our service offerings by significantly increasing the number of centers in our network that provide treatments through the use of linear accelerators and
diagnostic imaging services using MRI scanners, and strengthened our management team. During the nine months ended September 30, 2009, we added 19 new centers to our network under
lease and management arrangements, five of which were converted in August 2009 from six centers that were previously managed under service-only agreements.
 

Strong and Experienced Management Team
 

We are led by a strong management team of experienced professionals with complementary skill sets. Several of our senior executives have experience as senior managers of
companies publicly listed on the stock exchanges in China, on the AIM and on the NYSE. Two members of our senior management team founded one of the first companies in China
engaged in developing and providing management services to radiotherapy and diagnostic imaging centers and both have more than 10 years of experience in establishing and managing such
centers. Our senior management team is supported by a team of experienced professionals who have worked for many years in the radiotherapy market in China, including several former
doctors who bring to our network clinical experience and strong relationships with directors and senior managers of hospitals around China.
 

Business Strategies
 

We intend to further strengthen our leading position in the radiotherapy and diagnostic imaging market in China by pursuing the following strategies:
 

Continue to Develop New Radiotherapy and Diagnostic Imaging Centers
 

We believe that there are significant opportunities to grow our business through the continued expansion of our network of radiotherapy and diagnostic imaging centers. We have a
dedicated business development team that is primarily responsible for identifying, evaluating, and negotiating opportunities to develop new centers with new hospital partners. As of
September 30, 2009, we have entered into agreements to establish additional 30 new centers in China, and we expect five of these centers to commence operation by the end of 2009. We
plan to increase the number of centers in our nationwide network of centers in China to at least 200 over the next three years.
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Increase Marketing Efforts to Drive Growth in Patient Cases at Our Existing Centers
 

We plan to continue our center-based marketing efforts to increase the number of patients diagnosed and treated in our network of centers. Most centers in our network are staffed
with dedicated marketing personnel employed by us and responsible for promoting the radiotherapy and diagnostic imaging services offered at the centers to both referring doctors and
patients. These marketing personnel help to educate referring doctors and patients on the types of cancer that are suitable for radiotherapy and the benefits of radiotherapy. At the corporate
level, we support the center-based marketing efforts by arranging for radiotherapy experts to participate in academic conferences and seminars hosted by different centers in our network for
referring doctors as well as helping the individual centers prepare relevant marketing materials. We plan to increase center-based marketing efforts to enhance the awareness and
understanding of cancer diagnosis and treatment and thus increase the patient cases at our centers.
 

Establish Specialty Cancer Hospitals
 

We are in the process of establishing specialty cancer hospitals in China that will be majority owned by us. We intend for our specialty cancer hospitals to be our centers of excellence
that will focus on providing radiotherapy services as well as diagnostic imaging services, chemotherapy and surgery in order to provide a comprehensive treatment program for cancer
patients. We believe that establishing specialty cancer hospitals will allow us to further strengthen our reputation amongst patients and within the medical community in China and develop
our corporate brand. We have established a dedicated hospital investment team focused on identifying and evaluating potential opportunities to develop additional specialty cancer hospitals.
Our first two specialty cancer hospitals, the Chang’an CMS International Cancer Center and the Beijing Proton Medical Center, are expected to be operational in early 2010 and in 2012,
respectively. We also plan to establish additional specialty cancer hospitals in key cities across China.
 

Introduce Advanced Cancer Treatment Options and Diagnostic Technology in Our Network
 

We intend to introduce the most technologically advanced medical equipment in China to enhance the quality of treatment available to patients. For example, our Beijing Proton
Medical Center is expected to be the first proton beam therapy system in China licensed for clinical use. We believe that introducing such technology will allow us to offer cancer patients
some of the most advanced medical care available in China, attract additional patients and strengthen our leadership position and reputation in the radiotherapy market in China.
 

Complement Our Development of New Centers with Selected Acquisitions
 

We intend to selectively pursue strategic acquisitions that will complement our efforts to develop new centers. Given the fragmentation of the industry in which we operate, there are
a large number of stand-alone centers and companies that manage small networks of centers that we believe may be attractive acquisition targets. We intend to acquire the businesses or
assets of existing centers that are based in leading hospitals located in densely populated cities in China. We believe that our past acquisition experience will aid us in identifying potential
opportunities in the future and successfully integrate newly acquired businesses or assets into our existing network.
 

Our Network of Centers and Specialty Cancer Hospitals
 

As of September 30, 2009, we operated an extensive network of 83 centers based in 55 hospitals, spanning 36 cities across 21 provinces and administrative regions in China. These
hospitals are substantially comprised of 3A hospitals, the highest ranked hospitals by quality and size in China as determined in accordance with the standards of the MOH. Our network
includes 73 radiotherapy and diagnostic imaging centers and 10 centers that provide other treatment and diagnostic services, such as electroencephalography for the diagnosis of epilepsy,
thermotherapy to increase the efficacy of and for pain relief after radiotherapy and chemotherapy, high intensity focused ultrasound therapy for the treatment of cancer, stereotactic
radiofrequency ablation for the treatment of Parkinson’s Disease and refraction and tonometry for the diagnosis of ophthalmic conditions. Each center is typically equipped with a primary
unit of medical equipment, such as a linear accelerator, head gamma knife system, body gamma knife system, PET-CT scanner or MRI scanner. Each center is located on the premises of our
hospital partners with the facilities of the centers provided by the hospitals. Each center is usually comprised of a
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treatment area, a patient preparation and observation room, working areas for the center’s doctors and other personnel and a waiting and reception area.
 

In addition to our network of centers, we plan to establish and operate specialty cancer hospitals that will be majority owned by us. We are currently in the process of establishing two
such hospitals, the Chang’an CMS International Cancer Center in Xi’an, Shaanxi Province and the Beijing Proton Medical Center in Beijing.
 

The following chart illustrates our network of centers as of September 30, 2009:
 

 

 

Note: Bracketed numbers indicate the number of centers in cities with more than one center.
 

Our Arrangements with Hospital Partners
 

Lease and Management Services Arrangements.  As of September 30, 2009, we had 81 centers that were established under lease and management services arrangements. We typically
establish such centers with civilian hospitals by entering into a lease agreement and a management agreement. Centers at military hospitals, which are owned and regulated by the military
but are otherwise the same as other government-owned hospitals open to the public, are typically established under a cooperation agreement. The reason for the two different contractual
structures is to comply with the different regulations governing civilian and military hospitals in China. See “Regulations of Our Industry — Regulation of Medical Institutions —
Restrictions on Cooperation Agreements.”
 

Under these lease and management services arrangements, we are responsible for purchasing the medical equipment used in the centers. We lease this medical equipment to the
hospitals for a fixed period of time and establish and manage the centers in conjunction with our hospital partners. These arrangements are typically long-term in nature, ranging from six to
20 years. We receive from the hospital a contracted percentage of each center’s revenue net of specified operating expenses. Such contracted percentage typically ranges from 50% to 90%
and are typically adjusted based on a declining scale over the term of the arrangement but in some instances, are fixed for the duration of the arrangement. The specified operating expenses
of centers typically include variable expenses
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such as the salaries and benefits of the medical and other personnel at the center, the cost of medical consumables, marketing expenses, training expenses, utility expenses and routine
equipment repair and maintenance expenses.
 

Typically, these lease and management services arrangements may be terminated upon the mutual agreement of the parties if the centers experience an operating loss for a specified
period of time or fail to achieve certain operating targets. In addition, the arrangements typically can be terminated upon the default or failure by either party to perform its respective
obligations under the arrangement. In the event of termination, most arrangements call for the parties to reach a mutual agreement as to the resolution of the remaining obligations of the
parties or the division of assets that have been acquired for the centers. Under certain of these arrangements, our hospital partners are required to compensate us based on the average
contracted percentage for an agreed upon period of time if we are not responsible for the early termination. Since the beginning of 2007, we have terminated the agreements of five centers in
our network with our hospital partners primarily due to the unsatisfactory performances of the centers located in these hospitals. Excluding acquired centers, as of September 30, 2009, we
entered into agreements with hospital partners to establish 49 new centers since the beginning of 2007 all of which remain in force. 19 of such centers are already in operation.
 

Service-Only Arrangements.  From time to time, we provide management services to radiotherapy and diagnostic imaging centers under service-only agreements. As of
September 30, 2009, we had such agreements for two centers. Unlike the centers established under lease and management services arrangements, we do not purchase and lease to the
hospitals the medical equipment used at the centers established under service-only agreements. Rather, we only manage such centers in exchange for a management fee typically consisting
of a contracted percentage of the revenue net of specified operating expenses of the center. In addition, as compared to our lease and management services arrangements, the terms of the
service-only agreements are typically shorter. We enter into such service-only agreements on a strategic basis to expand the coverage of our network. We will continue from time to time
enter into additional strategic service-only agreements with other hospitals in the future. As part of our arrangement to establish our first speciality cancer hospital, Chang’an CMS
International Cancer Center, we entered into service-only agreements in 2008 to provide management services to a general hospital in Xi’an, Chang’an Hospital, and six radiotherapy and
diagnostic imaging centers located in such hospitals. We receive a management fee from the Chang’an Hospital that is equal to a percentage of its total revenues. For additional information,
see “— Specialty Cancer Hospitals.” In August 2009, we purchased from Chang’an Hospital the six units of radiotherapy and diagnostic imaging equipment that were located at the six
centers that we managed under service-only agreements with Chang’an Hospital. The total agreed upon consideration for such equipment was approximately RMB72.7 million
(US$10.6 million), of which RMB50.0 million (US$7.3 million) was paid as of September 30, 2009. We paid an additional RMB20.0 million (US$2.9 million) of the consideration in
October 2009 and we expect to pay the remaining RMB2.7 million (US$0.5 million) before the end of 2009. We subsequently entered into a long-term lease and management services
arrangement with Chang’an Hospital pursuant to which we leased these six units of equipment to Chang’an Hospital. Two of the six units of equipment were combined into one center and
we provide lease and management services to the five centers in which these six units of equipment are located.
 

Specialty Cancer Hospitals
 

We are currently in the process of establishing specialty cancer hospitals that will focus on providing radiotherapy services as well as diagnostic imaging services, chemotherapy and
surgery. We intend for these specialty cancer hospitals to provide a complete and coordinated treatment program for cancer patients. We intend for these hospitals to be centers of excellence
in our network providing cancer treatments to patients using the latest radiotherapy technology in China. Typically, in China the various specialist doctors such as surgeons, radiation
oncologists or medical oncologists who provide care to a given cancer patient do not collaborate. We believe that the quality of cancer treatment will be greatly improved at our specialty
cancer hospitals, because we will employ and manage the various specialist doctors directly and thereby promote the appropriate coordination of their services for the benefit of cancer
patients. We believe that these hospitals will play an important role in further strengthening our reputation as the leading provider of radiotherapy services in China and developing our
corporate brand. These specialty cancer hospitals will be majority owned and operated by us. We will purchase all of the medical equipment for these hospitals and will employ and manage
all of the personnel, including doctors, nurses, medical technicians
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and administrative personnel. The specialty cancer hospitals will be licensed as for-profit hospitals in China and will be subject to the relevant PRC laws and regulations and permits
requirements. As for-profit hospitals, the medical service fees of our specialty cancer hospitals will not be subject to price controls but will be subject to certain taxes not applicable to non-
profit hospitals. We plan to fund the development of our specialty cancer hospitals with proceeds raised from this offering and with bank loans.
 

Chang’an CMS International Cancer Center.  We have entered into a framework agreement and a supplemental agreement with Chang’an Hospital, a private hospital serving the
northeastern region of China, and Xi’an Century Friendship Medical Technology R&D Co., Ltd., or Xi’an Century Friendship, a subsidiary of Chang’an Hospital, to establish a specialty
cancer hospital, the Chang’an CMS International Cancer Center, in Xi’an, Shaanxi Province. Chang’an Hospital is controlled by Chang’an Information Industry (Group) Co., Ltd., or
Chang’an Information Industry, a China-based conglomerate engaged in information technology, real estate and the medical industries. The Chang’an CMS International Cancer Center is
expected to have a gross floor area of approximately 12,000 square meters with over 300 licensed patient beds. The Chang’an CMS International Cancer Center is expected to provide
treatments for a wide range of tumor types using a variety of radiotherapy equipment as well as chemotherapy and surgery. Due to the treatment methods used, many patients visiting the
Chang’an CMS International Cancer Center are expected to require hospitalization. Initially, the hospital will have a MM50 intensity-modulated radiation therapy system, a Novalis
intensity-modulated radiation therapy system and PET-CT, MRI and CT scanners. We expect the hospital to initially employ about 500 employees, including over 300 doctors and other
medical professionals. We expect the Chang’an CMS International Cancer Center to be operational in early 2010.
 

Under the framework agreement, Xi’an Century Friendship will establish a wholly owned subsidiary to be tentatively named “Chang’an Huaxiang Medical Services Co., Ltd.” or
“Chang’an CMS Medical Services Co., Ltd.” and will transfer all land and properties in connection with establishing the specialty cancer hospital to such subsidiary. Thereafter, such
subsidiary will change its name to the Chang’an CMS International Cancer Center. The framework agreement contemplates that we will acquire equity interest in Chang’an CMS
International Cancer Center for a consideration of RMB34.8 million (US$5.1 million). However, prior to the purchase of such equity interest, the Chang’an CMS International Cancer Center
must first be established and a subsequent share transfer agreement will need to be entered into. Chang’an CMS International Cancer Center will then increase its registered capital and we
and Xi’an Century Friendship will contribute other properties, such as equipment, land or cash, to subscribe for such increased capital. As a result, we will own approximately 52.0% and
Xi’an Century Friendship will own approximately 48.0% of the equity interest in Chang’an CMS International Cancer Center. We are required under the framework agreement to pay a
deposit of RMB15.0 million (US$2.2 million) to Xi’an Century Friendship. Such deposit can be later converted as contribution to subscribe for the additional increase in registered capital in
Chang’an CMS International Cancer Center. A supplemental agreement to the framework agreement was subsequently entered into where Xi’an Century Friendship transferred its rights and
obligations under the framework agreement and any other agreements contemplated under the framework agreement to its subsidiary that will be tentatively named “Xi’an Wanjie Huaxiang
Medical Investment Co., Ltd.”
 

As of September 30, 2009, we paid RMB18.0 million (US$2.6 million) towards the establishment of the Chang’an CMS International Cancer Center. We and the other parties to the
agreements are currently in the process of applying for the relevant permits and licenses in order to establish the Chang’an CMS International Cancer Center as an independent for-profit
hospital in the PRC. Total development costs for the completion of the Chang’an CMS International Cancer Center are expected to be approximately RMB250.0 million (US$36.6 million).
We plan to fund the development of the Chang’an CMS International Cancer Center with proceeds raised from this offering and with bank loans. We expect to obtain bank loans of
approximately RMB90.0 million (US$13.2 million) in 2010 to fund the hospital’s development.
 

Beijing Proton Medical Center.  We have also entered into a framework agreement with Chang’an Information Industry to establish the Beijing Proton Medical Center. The Beijing
Proton Medical Center will allow us to bring the latest in radiotherapy treatment technology to China and increase the radiotherapy treatment options available to cancer patients. The Beijing
Proton Medical Center is expected to be operational in 2012 and is expected to be the first proton beam therapy system in China licensed for clinical use. The Beijing Proton Medical
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Center is expected to have a gross floor area of approximately 12,700 square meters and have 50 licensed patient beds. The Beijing Proton Medical Center will primarily offer treatments
using a proton beam therapy system, which treatments are designed to be non-invasive and usually do not require hospitalization. As a result, the Beijing Proton Medical Center will not
require the use of as many patient beds as the Chang’an CMS International Cancer Center. In addition, the proton beam therapy system occupies a much larger installation area than the
radiotherapy and diagnostic imaging equipment that is to be used in the Chang’an CMS International Cancer Center, which reduced physical areas for licensed beds that can be made
available in the Beijing Proton Medical Center.
 

The framework agreement contemplates that we are to invest equity capital to the Beijing Proton Medical Center project that was previously invested and developed by Chang’an
Information Industry, Hong Kong Jian Chang Group Ltd. and China-Japan Friendship Hospital. We will then obtain approximately 93.0% of the equity interest in Beijing Century Friendship
Science & Technology Development Co., Ltd., or Beijing Century Friendship, which will in turn own approximately 55.0% of the Beijing Proton Medical Center. The remaining
approximately 7.0% of the equity interest in Beijing Century Friendship will be owned by Xi’an Wanjie Changxin Medical Development Co., Ltd., or Xi’an Wanjie Changxin, a subsidiary of
Chang’an Information Industry. As a result, we will ultimately own approximately 51.2% of the Beijing Proton Medical Center, with the remaining equity interest owned by Xi’an Wanjie
Changxin, Hong Kong Jian Chang Group Ltd. and China-Japan Friendship Hospital.
 

The framework agreement provides that it will only become effective upon our payment of RMB10.0 million (US$1.5 million) in deposit to Chang’an Information Industry. As of the
date of this prospectus, we have not made such deposits. However, we have, as of September 30, 2009, provided Beijing Century Friendship with interest-free loans of RMB14.6 million
(US$2.1 million) for working capital purposes towards establishing the Beijing Proton Medical Center. All outstanding amounts of such loans are expected to be repaid before the end 2009.
We are currently waiting for the relevant permits and approvals to be obtained by the other shareholders to the Beijing Proton Medical Center. We plan to enter into additional definitive
agreements as to the establishment of the Beijing Proton Medical Center after the relevant permits and approvals are obtained. Total development costs for the completion of Beijing Proton
Medical Center are expected to be approximately RMB500.0 million (US$73.2 million) to RMB600.0 million (US$87.9 million). We plan to fund the development of the Beijing Proton
Medical Center with proceeds raised from this offering and with bank loans. We expect to obtain bank loans of approximately RMB100.0 million (US$14.6 million) in 2010 to fund the
hospital’s development.
 

Other Business Arrangements
 

We have, from time to time, purchased medical equipment from manufacturers or distributors for re-sale to hospitals, and have contractual relationships with certain equipment
manufacturers, acted as a distributor of such manufacturer’s equipment in selling medical equipment to hospitals. Although we may continue these activities on a limited basis in the future,
we do not expect these activities to represent an important part of our business going forward.
 

Service Offerings in Our Network
 

Each of the centers in our network is typically equipped with a primary unit of medical equipment, such as a linear accelerator, head gamma knife system, body gamma knife system,
PET-CT scanner or MRI scanner. Set forth below is a summary of the principal treatment and diagnostic imaging modalities provided at our centers.
 

Linear Accelerators External Beam Radiotherapy
 

As of September 30, 2009, we owned 16 linear accelerators. Linear accelerators use microwave technology to deliver a high-energy x-ray beam directed at the tumor. Linear
accelerators can be used to treat tumors in the brain or elsewhere in the body. A typical course of treatment given to a patient ranges from 20 to 40 daily sessions and with each session lasting
for 10 to 20 minutes. Since linear accelerators move during treatment, they are not as precise as gamma knife systems. However, linear accelerators are capable of treating larger tumors.
Linear accelerators can also be integrated with specialized computer software and advanced imaging and detection equipment to provide more effective and advanced treatments. Such
advanced treatments include three-dimensional conformal radiation therapy, which uses imaging equipment to create detailed, three-dimensional representations of the tumor and
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surrounding organs. The radiation beam can then be shaped to match the patient’s tumor, thereby reducing the radiation damage to healthy tissues. In general, such advanced modalities
increase the medical service fees that can be charged as compared to the maximum medical service fees that can be charged for treatments.
 

Gamma Knife Radiosurgery
 

A gamma knife is used in radiosurgery for the treatment of tumors and other abnormal growths. A gamma knife uses multiple radiation sources, which differentiates it from
traditional radiotherapy where only a single radiation source is used. These radioactive sources, which are typically cobalt-60, a radioactive isotope, emit gamma rays that are passed through
a collimator unit to produce a highly-focused beam of radiation. The individual beams then converge to deliver an extremely concentrated dose of radiation to locations within the patient that
are identified using imaging guidance systems, such as PET-CT or MRI scanners. The intense radiation produced by a gamma knife at a precise target point destroys tumor cells, while
minimizing damage to the surrounding healthy tissues. The treatment procedure is minimally or non-invasive and may be used as a primary or supplementary treatment option for cancer
patients. The treatment requires no general anesthesia and provides an alternative treatment option to patients who may not be good candidates for surgery. In addition, the gamma knife
procedure usually involves shorter patient hospitalization, is more cost effective than surgery and avoids many of the potential risks and complications that are associated with other treatment
options. Our network of centers currently operates two types of gamma knife systems, head gamma knife systems and body gamma knife systems. As of September 30, 2009, we owned 26
gamma knife systems, including 16 head gamma knife systems and 10 body gamma knife systems.
 

Head Gamma Knife Systems.  Head gamma knife systems are primarily used for the treatment of brain tumors. The treatment is typically completed in one 10 to 30 minute session
rather than in multiple daily sessions spanning several weeks during which time small doses of radiation are given at each session. Head gamma knife systems can also be used to treat other
conditions, such as certain types of brain lesions, trigeminal neuralgia (facial pain) and arteriovenous malformations (abnormal connection between veins and arteries).
 

Body Gamma Knife Systems.  Body gamma knife systems are used for the treatment of tumors located in the body but outside of the brain. Treatments using the body gamma knife
are provided over a course of multiple sessions spanning several weeks. The radiation that converges from the individual beams is less concentrated than in head gamma knife systems due to
the difficulty of fixing and restricting the movement of the body. This is a widely used technology in China that was developed domestically and approved by the PRC State Food and Drug
Administration, or the SFDA. However, the body gamma knife system has not been broadly introduced and widely adopted outside of China. We believe this is because the Chinese
manufacturers of body gamma knife system have determined that the time and cost of gaining approval for use of the body gamma knife system in countries other than China are likely
commercially prohibitive. In addition, potential gamma knife system manufacturers outside of China may not have historically viewed clinical studies conducted by users of body gamma
knife systems in China as sufficiently convincing for them to try to develop such systems outside of China. As a result, we believe that the international medical community has not yet had
the opportunity to develop a large quantity of peer-reviewed literature that supports the safe and effective use of body gamma knife system and to adopt such technology outside of China.
 

Proton Beam Therapy
 

Proton beam therapy is a form of external beam radiotherapy that uses beams of protons rather than the x-ray beams used by linear accelerators. The advantages of proton beam
therapy compared to other types of external beam radiotherapy is that a proton beam’s signature energy distribution curve, known as the “Bragg peak,” allows for greater accuracy in
targeting tumor cells so that healthy tissue is exposed to a smaller dosage. Proton beam therapy can focus cell damage caused by the proton beam at the precise depth of the tissue where the
tumor is situated, while tissues located before the Bragg peak receive a reduced dose and tissues situated after the peak receive none. These advantages make proton beam therapy a preferred
option for treating certain types of cancers where conventional radiotherapy would damage surrounding tissues to an unacceptable level, such as tumors near optical nerves, the spinal cord or
central nervous system and in the head and neck area, as well as prostate cancer and cancer in pediatric cases. Proton beam therapy is not a widely utilized treatment modality, with only
approximately 30 proton
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beam therapy treatment centers in operation or under construction worldwide. We plan to enter into the proton therapy market with the construction of our Beijing Proton Medical Center. See
“—Our Network of Centers and Specialty Cancer Hospitals —Specialty Cancer Hospitals.”
 

Diagnostic Imaging
 

Our network of centers employs a wide range of diagnostic imaging equipment. Such equipment includes some of the most advanced diagnostic imaging technology available in
China, including PET-CT scanners. A PET-CT scanner is a device that combines a positron emission tomography, or PET, scanner and a computed tomography, or CT, scanner in one unit.
PET-CT scanners allow the functional imaging obtained by PET scanning, which depicts the spatial distribution of metabolic or biochemical activities in the body, to be more precisely
aligned or correlated with the anatomic imaging obtained by a CT scanner. Other diagnostic imaging services offered in our centers include MRI, CT and ECT. MRI scanners use a powerful
magnetic field, radio frequency pulses and computers to produce detailed pictures of organs, soft tissues, bone and virtually all other internal body structures. MRI technology, which does
not involve radiation, is typically able to provide a much greater level of contrast between the different soft tissues of the body than CT, making it especially useful in neurological or
oncological imaging. As of September 30, 2009, we owned seven PET-CT scanners and 16 MRI scanners.
 

Other Treatment and Diagnostic Modalities
 

Our network also includes centers that provide other treatments and diagnostic services through the use of other types of medical equipment. Such equipment currently includes
electroencephalography for the diagnosis of epilepsy, thermotherapy to increase the efficacy of and for pain relief after radiotherapy and chemotherapy, high intensity focused ultrasound
therapy for the treatment of cancer, stereotactic radiofrequency ablation for the treatment of Parkinson’s Disease and refraction and tonometry for the diagnosis of ophthalmic conditions. In
2008 and for the nine months ended September 30, 2009, revenues derived from centers that provide such other services were less than 3.6% and 2.5%, respectively, of our total net revenues.
 

Medical Equipment Procurement
 

The medical equipment used in our network of centers is highly complex and there are usually a limited number of manufacturers worldwide that produce such equipment. We
typically purchase the medical equipment used in our network directly from domestic manufacturers and through importers from overseas manufacturers.
 

In accordance with the relevant PRC laws and regulations, the procurement, installation and operation of Class A or Class B large medical equipment by hospitals in China are subject
to procurement quotas or procurement planning and a large medical equipment procurement license must be obtained prior to the purchase of such medical equipment. For medical
equipment classified as Class A large medical equipment, which includes gamma knife systems, proton beam therapy systems and PET-CT scanners, quotas are set by the MOH and the
NDRC and large medical equipment procurement licenses are issued by the MOH. For medical equipment classified as Class B large medical equipment, which includes linear accelerators
and MRI and CT scanners, procurement planning and approval is conducted by the relevant provincial healthcare administrative authorities with ratification by the MOH and the large
medical equipment procurement licenses are issued by the relevant provincial healthcare administrative authorities. A large medical equipment procurement license is not required for
medical equipment that is not classified as either Class A or Class B large medical equipment. These rules concerning procurement of large medical equipment apply to all public and private
medical institutions in China, whether non-profit or for-profit, except for military hospitals in China, which have a separate procurement system. See “Regulation of Our Industry —
Regulation of Medical Institutions — Large Medical Equipment Procurement License.”
 

Once non-profit hospitals have obtained large medical equipment procurement licenses, the purchase of medical equipment for such hospitals is conducted through a collective tender
process. The tender process is centralized in accordance with relevant PRC laws and regulations and is supervised by the MOH for Class A large medical equipment. For Class B large
medical equipment, the tender process is supervised by the relevant provincial heath administrative authorities. Equipment purchases by military hospitals are also conducted through a
centralized collective tender process supervised by the general logistics department of the PLA. The government or military authority will appoint an agent to manage the tender process who
must be certified by the government and qualified to conduct the tender process. The agent publicizes information relevant to the tender process, such as the
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type of equipment requested by the hospital and the desired commercial terms. The manufacturers will prepare the tender document according to the agent’s requirement and submit their
bids to the agent on or before the specified date. The agent will then consult with industry experts in evaluating each bid and the industry experts will make a determination on the winning
manufacturer. When the tender process is complete, the results are publicly announced and an import permit is issued for the equipment of the winning manufacturer. We then begin
negotiations with such manufacturer or its importer on the purchase price and the purchasing terms for the equipment based on the general commercial terms submitted by such manufacturer
in the tender process.
 

Operation of Radiotherapy and Diagnostic Imaging Centers in Our Network
 

The following is a brief summary of the various aspects of the operations of the radiotherapy and diagnostic imaging centers in our network.
 

Management Structure
 

We manage each of the radiotherapy and diagnostic centers jointly with our hospital partners. Our hospital partners appoint a medical director to each center and are responsible for
the centers’ clinical activities, the medical decisions made by doctors, and the employment of doctors in accordance with the licencing regulations. We provide clinical support to doctors,
including developing treatment protocols for doctors and organizing joint diagnosis between doctors in our network and clinical research. We appoint either an operations director or a project
manager to each center. Such director or manager provides most of the non-clinical aspects of the centers’ day-to-day operations, which include marketing, providing training and clinical
education to doctors and other medical personnel in the centers and other general administrative duties such as arranging for the repair and maintenance of medical equipment. Budgets for
each center are established annually based on discussions between our hospital partners and us. Costs incurred at the centers usually require approval of both our hospital partners and us. As
a matter of practice, certain major expenditures of the center are subject to further approval by our hospital partners’ management and our management.
 

We have established operating procedures and a comprehensive quality assurance program to ensure that our centers operate efficiently and provide consistent and high quality
services. The operating procedures cover the use and maintenance of the medical equipment and interactions with patients, from initial patient appointment and registration to post-treatment
follow-up. The operations director or project manager of each center is primarily responsible for ensuring the adherence to our operating procedures and comprehensive quality assurance
program.
 

At the corporate level, we have established a dedicated operations department to supervise and provide support to ensure the effective operation of each center. We actively monitor
the activities of each center and conduct scheduled annual evaluations for all centers. These evaluations focus on whether the applicable procedures are followed and whether our operating
personnel are performing at the expected level. In addition to the scheduled annual review, we also conduct unscheduled evaluations for certain randomly selected centers. The results of
these evaluations are used to help determine the compensation received by our operations directors or project managers and our other employees at the centers. We receive weekly reports on
the operating activities for each center, which help us identify opportunities for continued improvement with regards to various aspects of each center’s operations. We also have a risk
management department that helps to ensure that we meet applicable PRC laws and regulations and compliance standards for the operation of our business. We have also adopted a code of
ethics.
 

For our specialty cancer hospitals Chang’an CMS International Cancer Center and Beijing Proton Medical Center, we will have full operating control over all clinical and non-clinical
aspects of such hospitals’ operation, including direct supervision over medical decisions made by doctors.
 

Staffing
 

In addition to the operations director or project manager appointed by us to each center, we also typically staff each center with dedicated marketing and accounting personnel. Our
hospital partners appoint medical directors to the centers and, except in very limited cases, they also assign all of the doctors and other medical personnel to the centers. However, we also
help our hospital partners to recruit many of the doctors or medical personnel providing services at the center. We provide feedback to our hospital partners as to the suitability and
performance of the doctors and other medical personnel at each center, and work with our hospital partners to ensure that each center is staffed with the most qualified and suitable personnel.
In addition, we help our hospital partners to determine the
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compensation of doctors and other medical personnel providing services in our network of centers. We also, on a very limited basis, enter into employment agreements with doctors to work
at centers in our network after consulting with our hospital partners where such centers are based.
 

We are currently in the process of establishing specialty cancer hospitals. We will be responsible for employing and managing all personnel of these specialty cancer hospitals,
including doctors and other medical personnel.
 

Medical Affairs
 

We have a medical affairs department to support the training, clinical education and clinical research activities of our network of centers. Prior to setting up a new center, we arrange
training for the medical professionals of such new center at certain established centers in our network designated as training centers. This provides the medical professionals of such new
center with the opportunity to gain hands-on clinical experience in advanced radiotherapy treatment and diagnostic imaging technologies and to benefit from the considerable clinical
knowledge of the doctors and other medical personnel at the designated training centers. The doctors at the designated training centers will evaluate the performance of the medical
professionals of the new center and ensure that they can provide high quality clinical care. In addition, we also arrange training for the medical staff with the medical equipment
manufacturers. We also periodically provide follow-up training at selected centers and host academic conferences and semi-annual academic seminars where doctors and other medical
personnel from our network of centers and medical experts in China are invited to share their knowledge and clinical experience. From time to time, we invite experts from professional or
academic institutions, such as the Oncology Hospital of the Chinese Academy of Medical Science, to give lectures and provide guidance as to the latest developments and trends in
radiotherapy treatments.
 

We believe that a well-managed clinical research program enhances the reputation of doctors in our network, which in turn enhances the reputation of our network of centers. We
maintain a database of radiotherapy treatments. This collection of data can be used, upon approval by us and our hospital partners, to conduct cross-center clinical research and statistical
analysis to determine the efficacy and potential of treatment methods offered in our network. We actively organize, encourage and assist doctors in our network to engage in clinical research
and to publish their results. We assist in coordinating the clinical research efforts between different radiotherapy and diagnostic imaging centers in our network, which is critical for certain
research initiatives that require a significant amount of clinical data that would be difficult for one center to collect.
 

Doctors in China have historically had very limited opportunities for discussions or consultations with doctors outside of their own hospital. Our network offers doctors the
opportunity to consult with each other on challenging cases and treatments. In addition, we have developed treatment protocols that are introduced to each center and can be followed by
doctors in our network of centers. We also evaluate the clinical activities of each center as part of our annual evaluations to ensure that high quality treatments or services are provided to
patients. We also publish an internal quarterly magazine titled “Stereotactic Radiosurgery” that highlights the different clinical cases being treated in our centers and the latest developments
in radiosurgery treatment. We further assist in the publication of other literature related to radiosurgery.
 

Marketing
 

Marketing efforts for each center in our network are primarily initiated and implemented by the marketing personnel or the operations director or project manager situated at each
center with the support of our headquarters. Each center’s marketing efforts are directed at other doctors in the hospital where the center is based and at other local hospitals. These marketing
efforts are focused on informing such doctors of the applicability and benefits of radiotherapy and the expertise and experience of the doctors at the centers. We also create and distribute
educational materials and brochures and engage in consumer advertising and educational campaigns through television, magazines and electronic media.
 

Each center is required to report its marketing activities to us, and we closely monitor such activities and give approval for major marketing initiatives. We also oversee the budget for
marketing activities at the centers. We assist the centers by providing relevant content for marketing materials and help to coordinate with leading experts in the medical community to attend
conferences or seminars hosted by the centers. As our network of centers continues to expand and as we begin operating our specialty cancer hospitals, we plan to begin centralizing certain
of the marketing and advertising efforts.
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Accounting and Payment Collection
 

Our hospital partners are responsible for patient billing and fee collections and for delivering to us our contracted percentage of medical fees based on our arrangements with them.
We typically appoint accounting personnel to each of our centers who are in charge of keeping books and records as to the revenues and expenses of the center. We reconcile the accounting
records for each center in our network with our hospital partners periodically. After the revenue net of specified operating expenses of a center is agreed upon between us and our hospital
partner, we will bill our hospital partner for our portion of the revenue determined based on our contracted percentage. Our hospital partners will then go through their internal approval
process, which usually takes about 45 days from the time of billing before making payments to us. We have implemented accounting procedures at each of the centers in our network, and
perform periodic reviews to ensure that such activities are properly conducted. For our specialty cancer hospitals, we will be responsible for patient billing and fee collection.
 

Medical Equipment Maintenance and Repair
 

Equipment maintenance and repair are typically carried out by the equipment manufacturers or third party service companies. The manufacturers typically provide equipment
warranties for a period of one year. After the warranty period expires, we typically enter into service agreements with the manufacturers or third party service companies to provide periodic
maintenance and repair services. We have also established a dedicated engineering team that is responsible for the general preventive maintenance of medical equipment used in our network
of centers. Our engineering team serves as an initial point of contact when problems are encountered and coordinates with equipment manufacturers or a third party service company to
ensure that problems are resolved in a timely manner whenever they arise.
 

Pricing of Medical Service
 

Medical service fees generated through the use of both Class A and Class B large medical equipment at non-profit civilian hospitals and military hospitals are subject to the pricing
guidance of the relevant provincial or regional price control authorities and healthcare administrative authorities. The pricing guidance sets forth the range of medical service fees that can be
charged by non-profit civilian medical institutions and military hospitals. See “Regulation of Our Industry — Pricing of Medical Services.” The relevant price control authorities and
healthcare administrative authorities provide notices to hospitals, which in turn provide immediate notices to us, as to any change in the pricing ceiling for medical services. The timing
between when notices are provided by the relevant price control authorities and healthcare administrative authorities and the effective date of such pricing change varies in different cities and
regions as well as the relevant medical services in question, but typically ranges from one to three months. For-profit hospitals or centers based in for-profit hospitals in China, such as our
planned specialty cancer hospitals, are not subject to such pricing restrictions and are entitled to set medical service fees based on their cost structures, market demand and other factors.
 

Business Development
 

We have a business development team responsible for pursuing opportunities to develop centers with hospitals and a hospital investment team responsible for pursuing opportunities
to establish specialty cancer hospitals. When examining potential opportunities, we take into account factors that include:
 

 • population density, demographics and the level of economic development of the regions or cities in which such new centers would be located; and
 

 • the reputation of the potential hospital partner and its doctors, nurses and other personnel and the number of licensed patient beds and patient volume.
 

After each potential opportunity is identified and evaluated by the business development team or the hospital investment team, as applicable, the opportunity is presented to our
investment evaluation committee for review. Our investment evaluation committee is comprised of several of our senior executives and members of our board of directors, and includes
Mr. Steve Sun, the chairman of the committee, Mr. Jing Zhang, Dr. Zheng Cheng, Mr. Yaw Kong Yap and Ms. Elaine Zong. New projects need to be approved by a super-majority approval
of our investment evaluation committee and by our chief executive officer.
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Employees
 

Our employees consist of all personnel that work in our headquarters and our regional offices and certain personnel that work in our network of centers. Our employees in our
network are generally the operations directors or project managers and the marketing, accounting or administrative personnel of the centers. We had 57, 58, 130 and 150 employees as of
December 31, 2006, 2007 and 2008 and September 30, 2009, respectively. The following table set forth certain information about our employees by function as of the period indicated:
 
         

  As of September 30,   % of Total  
  2009   Employees  

 

Administration   28   18.7%
Financial control   37   24.7 
Operation   62   41.3 
Marketing   11   7.3 
Business development   7   4.7 
Medical development   5   3.3 
         

Total   150   100.0%
         

 

We have entered into employment agreements with each of our employees. We may terminate the employment of any of our employees in the event that such employee’s actions have
resulted in material and demonstrable harm to our interests or if the employee has not performed as expected. An employee may typically terminate his or her employment at any time for
any material breach of the employment agreement by us. The employee may also terminate the employment agreement at any time without cause upon 30 days prior notice. Each of our
employees who have access to sensitive and confidential information has also entered into a non-disclosure and confidentiality agreement with us. For information as to employment
agreements with our executive officers, see “Management — Employment Agreements.” We are required under PRC law to make contributions to our employee benefit plans based on
specified percentages of the salaries, bonuses, housing allowances and certain other allowances of our employees, up to a maximum amount specified by the respective local government
authorities. The total amount of the contributions that we made to employee benefit plans in 2007, 2008 and for the nine months ended September 30, 2009 was RMB0.1 million,
RMB0.2 million (US$36,000) and RMB1.7 million (US$0.3 million), respectively.
 

Our success depends to a significant extent upon, among other factors, our ability to attract, retain and motivate qualified personnel. Many of our employees have extensive
industry experience, and we place a strong emphasis on continuously improving our employees’ expertise by providing periodic training to enhance their skills and knowledge. Our
employees are not covered by any collective bargaining agreement. We believe that we have a good relationship with our employees. All of our employees are based in China.
 

In accordance with applicable PRC laws and regulations, the MOH oversees the activities of doctors in China. The relevant local healthcare administrative authorities above the
county level are responsible for the supervision of doctors located in their regions. Doctors in China are regulated by a registration system and each doctor may only practice medicine in the
sole medical institution where such doctor is registered. Doctors are not permitted to be registered in more than one medical institution. However, doctors may, upon the approval of the
medical institution with which they are registered, enter into consulting agreements with third parties to engage in medical practice for another institution. We enter into such consulting
contracts with doctors from time to time to provide expert assistance and consultation to our company and our network of centers. In very limited cases, we enter into employment
agreements with doctors to work at centers in our network after consulting with our hospital partners where such centers are based. These doctors register their practice with the hospitals in
accordance with applicable PRC laws and regulations.
 

Competition
 

The radiotherapy and diagnostic imaging market in China is fragmented and the competition is intense. The centers in our network compete primarily on a regional or local basis with
government-owned and private hospitals that offer radiotherapy and diagnostic imaging services either directly or in conjunction with third parties, such as
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China Renji Medical Group Ltd. and Jiancheng Investment Co. In addition, since hospitals typically establish radiotherapy and diagnostic imaging centers located on their premises through
long term lease and management services arrangements with us or our competitors, in a given locality over a given period there may only be a limited number of top-tier hospitals who have
not yet entered into long-term arrangements with us or other companies like us with whom we are still able to enter into new arrangements. In addition, quotas as to the number and type of
certain medical equipment that can be purchased by us or our hospital partners, such as head gamma knife systems of PET-CT scanners, further limit the number of top-tier hospitals that we
or our competitors can enter into arrangements with in a given period. We primarily compete with our competitors on the range of the option of services provided by us and our competitors,
the reputation of centers in our network among doctors and patients in China and level of patient service and satisfaction.
 

In addition, we also compete with those who offer other types of available treatment methods that we do not offer, such as chemotherapy, surgery, different forms of radiotherapy that
we do not currently offer, other alternative treatment methods commercialized in recent years and certain treatments that are currently in the experimental stage. These treatments may be
more effective or less costly, or both, compared to the treatment methods that our centers provide.
 

Environmental Matters
 

The MOH enacted the Administrative Measures on Medical Wastes Management of Medical Institutions in 2003, which sets forth the management of and criteria for the disposal of
medical waste generated in the operation of medical institutions. As the supervising authority, the environmental protection authority at the county or higher levels is responsible for
environmental inspections of hospitals within their jurisdictions. The MOH and the environmental protection authorities have also promulgated a series of specific regulations on the disposal
of dangerous medical waste and the requirements of vehicles used to transport medical wastes. In addition, certain of the medical equipment used in our network of centers, such as gamma
knife systems, use radioactive sources. In accordance with the Regulation on Radioisotope and Radiation Equipment Safety and Protection promulgated by the PRC State Council in 2005,
these radioactive sources should be returned to the manufacturer of such radioactive materials or sent to dedicated radioactive waste disposal units appointed by the MEP. Radioactive
materials are generally obtained from, and returned to, the medical equipment manufacturers or other third parties, which then have the ultimate responsibility for their proper disposal.
However, as all centers in our network are located on the premises of our hospital partners, we do not directly oversee the disposal of certain medical waste generated in the centers. The
failure of any of our hospital partners to dispose of such waste in accordance with PRC laws and regulations may have an adverse effect on the operation of centers in our network. See “Risk
Factors — Risks Related to Our Company — Most of our radiotherapy and diagnostic imaging equipment contains radioactive materials or emits radiation during operation.” For our
specialty cancer hospitals, we will be responsible for the disposal of the medical waste generated.
 

Insurance
 

We maintain property insurance on many of the medical equipment used in our network of centers to protect against loss in the event of fire, earthquake, flood and a wide range of
natural disasters. We do not typically maintain any professional malpractice liability insurance since we do not employ the doctors and other medical personnel providing services in the
centers, except in very limited cases and the centers are located on the premises of our hospital partners. Accordingly, we are not directly responsible for any incidents that occur in the course
of providing treatment. However, as certain agreements entered into with our hospital partners require us to share in the expenses related to medical disputes and for such expenses to be
included as the expenses of the centers, we have obtained malpractice liability insurance for a limited number of centers. We do not maintain product liability insurance for the medical
equipment. We do not maintain real property insurance on the centers as this is the responsibility of our hospital partners. We do not maintain business interruption insurance or key
employee insurance for our executive offices as we believe it is not the normal industry practice in China to maintain such insurance. We consider our current insurance coverage to be
adequate. However, uninsured damage to any of the medical equipment in our network of centers or inadequate insurance carried by our partner hospitals as to their respective centers could
result in significant disruption to the operation of centers in our network and result in a material adverse effect to our business, financial condition and results of operations.
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We have entered into framework agreements to establish specialty cancer hospitals that are to be majority-owned by us. We will employ all of the personnel of such hospitals,
including doctors, nurses and medical technicians. As a result, we plan to obtain professional malpractice liability insurance for such specialty cancer hospitals. However, there can be no
assurance that such insurance will be available at a reasonable price or that we will be able to maintain adequate levels of professional and general liability insurance coverage.
 

Facilities
 

Our principal headquarters are located at 18/F, Tower A, Global Trade Center, 36 North Third Ring Road East, Dongcheng District, Beijing, 100013. We occupy and use this office
space with a gross floor area of approximately 624 square meters, pursuant to a lease agreement entered into on December 27, 2006 and expiring on February 8, 2010. We also entered into
lease agreements on March 25, 2009 for a period of three years for additional office space located in the same building with an aggregate gross floor area of approximately 1,931 square
meters. The following table sets forth our other leased properties as of the date of this prospectus:
 

 
     

Location  Size (in square meters)  Expiration Date
Beijing  286  July 2010
Shanghai  16  November 2009
Shanghai  34  May 2010
Shanghai  195  January 2011
Shenzhen  522  November 2012
 

The centers in our network typically have gross floor area ranging from approximately 100 to 400 square meters depending on the services provided at the center. We also currently
provide management services to a general hospital in Xi’an, Chang’an Hospital, that has a gross floor area of approximately 12,000 square meters. We have entered into agreements to
establish and operate two specialty cancer hospitals that are to be majority owned by us. The Chang’an CMS International Cancer Center has a planned gross floor area of approximately
12,000 square meters and the Beijing Proton Medical Center has a planned gross floor area of approximately 12,700 square meters. We expect the land use rights for properties occupied by
our specialty cancer hospitals to be owned by our specialty cancer hospitals. For additional information on our centers and specialty cancer hospitals, please see “ — Our Network of Centers
and Specialty Cancer Hospitals.”
 

Intellectual Property
 

We have applied to the PRC Trademark Office of the State Administration for Industry and Commerce for the registration of our trademark “Medstar” to protect our corporate name.
We also own the rights to 146 domain names that we use in connection with the operation of our business. Many of the domain names that we own include domain names in Chinese that
contain relevant key words associated with various types of cancer, radiotherapy, gamma knife systems, linear accelerators or other medical equipment used or treatments and services
provided in our network. We believe that such domain names provide us with the opportunity to enhance our marketing efforts for the treatments and services provided in our network and
enhance patients’ knowledge as to cancers, the benefits of radiotherapy and the various treatment options that are available. Other than the use of our trademark and domain names, our
business generally is not dependent upon any patents, licensed technology or other intellectual property. As we begin to operate specialty cancer hospitals under our own brand name in the
future and as our brand name gains more recognition among the general public, we will work to increase, maintain and enforce our rights in our trademark portfolio, the protection of which
is important to our reputation and branding strategy and the continued growth of our business.
 

Legal and Administrative Proceedings
 

We are not currently involved in any material litigation, arbitration or administrative proceedings. We may from time to time become a party to various litigation, arbitration or
administrative proceedings arising in the ordinary course of our business.
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REGULATION OF OUR INDUSTRY
 

General Regulatory Environment
 

China’s healthcare industry is regulated by various government agencies, including the Ministry of Health, or MOH. The MOH has branch offices across China that oversee the
healthcare industry at the provincial and county levels, which branch offices, together with the MOH, we refer to as the healthcare administrative authorities. The healthcare administrative
authorities and other government agencies, such as the National Development and Reform Commission, or NDRC, the State Food and Drug Administration, or SFDA, the Ministry of
Environmental Protection, or MEP, and the Ministry of Commerce, or MOFCOM, have promulgated rules and regulations relating to the procurement of large medical equipment, the pricing
of medical services, the operation of radiotherapy equipment, the licensing and operation of medical institutions and the licensing of medical staff.
 

Permits Required by Our Company
 

Medical Equipment Operating Enterprise Permits
 

The SFDA categorizes medical equipment into three classes according to the level of control by the government authorities that, in the judgment of the SFDA, is required for their
safe and effective operation. Class I medical equipment are those medical equipment that require only an ordinary level of control in order to ensure their safe and effective operation.
Class II medical equipment are those medical equipment that require a heightened level of control in order to ensure their safe and effective operation. Class III medical equipment are those
medical equipment that are used to support or maintain human life, are implanted into the human body or otherwise pose a potential danger to the human body. Class III medical equipment
require strict control in order to ensure their safe and effective operation. In order to ensure an adequate level of control in the operation of Class II and Class III medical equipment,
enterprises that engage in the operation of such equipment, which include gamma knife systems, linear accelerators, MRI systems and PET-CT systems, must each obtain a medical
equipment operating enterprise permit from the relevant provincial drug supervision and administration agency. As a result, our subsidiaries Shanghai Medstar, Aohua Medical, Xing Heng
Feng Medical and Aohua Leasing must each obtain a medical equipment operating enterprise permit from the relevant provincial drug supervision and administration agency pursuant to the
Medical Equipment Supervision and Administration Regulation effective as of April 1, 2000. Each such permit is valid for a term of five years and, prior to expiration, must be reviewed by
and an extension of its term must be obtained from the relevant authorities. All of our aforementioned subsidiaries have received a medical equipment operating enterprise permit.
 

Radiation Safety Permits
 

As organizations that produce, sell or use radioactive materials or devices in the PRC, our subsidiaries Shanghai Medstar, Aohua Medical and Aohua Leasing are required to obtain
radiation safety permits from the relevant national or provincial environmental protection authorities pursuant to the Regulation on Radioisotope and Radiation Equipment Safety and
Protection issued on September 14, 2005 by the PRC State Council and the Rules on Radioisotopes and Radiation Device Safety Permit issued on January 18, 2006 by the State
Environmental Protection Administration (now the MEP) and amended on December 6, 2008 by the MEP. Each such radiation safety permit is valid for a term of five years and, prior to
expiration, must be reviewed by and an extension of its term must be obtained from the relevant authorities. All of our forementioned subsidiaries have received a radiation safety permit.
 

Any organization that is subject to radiation safety permitting requirements is required to strictly observe state regulations regarding individual radiation dosage monitoring and health
administration, conduct individual dosage monitoring and occupational health examinations for its staff that are directly involved in the production, sale or use of radioactive materials or
devices and maintain individual dosage files and occupational health files. Any used radioactive source materials must be returned to the manufacturer or the original exporter of the
equipment. If return to the manufacturer or the original exporter is not possible, the used radioactive materials must be delivered to a qualified radioactive waste consolidation and storage
unit for storage.
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Leasing Company Permit
 

As foreign-invested companies engaged in the leasing or financial leasing business, certain of our subsidiaries must obtain a Foreign-invested Enterprise Approval Certificate from
the MOFCOM or its competent local branch. Each such certificate will specify the permitted business scope of the foreign-invested company as either leasing or financial leasing. Foreign-
invested leasing companies, such as our subsidiary, Aohua Medical, are permitted to operate their businesses for no more than 30 years after obtaining such certificates, after which time they
are required to apply for and obtain an extension of the term of their certificate. Foreign-invested leasing companies are also required to observe the rules for the registered capital and total
investment provided in the Company Law issued by the Standing Committee of National People’s Congress of the PRC on December 29, 1993, as amended from time to time, and other
relevant regulations. Foreign-invested financial leasing companies, such as our subsidiaries Aohua Leasing and Shanghai Medstar are, in addition to the aforementioned requirements for
foreign-invested leasing companies, subject to the additional requirements of maintaining a registered capital level of at least US$10 million, having qualified professionals and having senior
managers with professional qualifications and with no less than 3 years of management experience. Our subsidiaries Aohua Leasing and Shanghai Medstar have each obtained a foreign-
invested financial leasing company permit and our subsidiary Aohua Medical has obtained a foreign-invested leasing company permit.
 

Regulation of Medical Institutions
 

Distinction between For-Profit and Non-Profit Medical Institutions
 

Medical institutions in China can be divided into three main categories: public non-profit medical institutions, private non-profit medical institutions and for-profit medical
institutions. Medical institutions falling under each category have differing registered business purposes and governing financial, tax, pricing and accounting standards than medical
institutions falling under one of the other categories. Public non-profit medical institutions, including those owned by the government and military hospitals, are set up and operated to
provide a public service and are eligible for financial subsidies from the government. In contrast, private non-profit medical institutions are not eligible for government financial subsidies.
Both public and private non-profit medical institutions are required to set their medical service fees within a range stipulated by the relevant governmental price control authorities, to
implement financial and accounting systems in accordance with standards promulgated by government authorities and to retain any profits for the continued development of such institutions.
 

For-profit medical institutions are permitted to set prices for their medical services in accordance with the market, to implement financial and accounting systems in accordance with
market practice for business enterprises and to distribute profits to their shareholders. Like private non-profit medical institutions, for-profit medical institutions are not entitled to
government financial subsidies. The specialty cancer hospitals that we plan to develop will be established as for-profit medical institutions.
 

Medical Institution Practicing License
 

Pursuant to the Regulation on Medical Institution issued on February 26, 1994 by the PRC State Council, any organization or individual that intends to establish a medical institution
must obtain a medical institution practicing license from the relevant healthcare administrative authorities. In determining whether to approve any application, the relevant healthcare
administrative authorities are to consider whether the proposed medical institution comports with the population, medical resources, medical needs and geographic distribution of existing
medical institutions in the regions for which such authorities are responsible as well as whether the proposed medical institution meets the basic medical standards set by the MOH. The
independent specialty cancer hospitals that we intend to establish would each need to obtain such a medical institution practicing license.
 

Large Medical Equipment Procurement License
 

The procurement, installation and operation in China of large medical equipment, which is defined as any medical equipment valued at over RMB5.0 million or listed in the medical
equipment administration catalogue of the MOH, is regulated by the Rules on Procurement and Use of Large Medical Equipment issued on December 31, 2004 by the MOH, the NDRC and
the Ministry of Finance, which became effective on March 1, 2005. Pursuant to these rules, quotas for large medical equipment are set by the MOH and the NDRC or the relevant provincial
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healthcare administrative authorities, and hospitals must obtain a large medical equipment procurement license prior to the procurement of any such equipment that is covered by the rules on
procurement. For large medical equipment classified as Class A large medical equipment, which includes gamma knife systems, proton beam therapy systems and PET-CT scanners, quotas
are set by the MOH and the NDRC and large medical equipment procurement licenses are issued by the MOH. For large medical equipment classified as Class B large medical equipment,
which includes linear accelerators and MRI and CT scanners, procurement planning and approval is conducted by the relevant provincial healthcare administrative authorities with
ratification by the MOH and the large medical equipment procurement licenses are issued by the relevant provincial healthcare administrative authorities. However, many provincial
administrative authorities do not provide the general public with information on their procurement planning and quotas for Class B large medical equipment procurement licenses, if any. A
large medical equipment procurement license is not required for medical equipment that is not classified as either Class A or Class B large medical equipment. These rules concerning
procurement of large medical equipment apply to all public and private medical institutions in China, whether non-profit or for-profit, except for military hospitals which have a separate
procurement system. See “ — Regulation of Military Hospitals.”
 

In accordance with the 2008-2010 National PET-CT Procurement Plan issued on May 13, 2008 by the MOH and the NDRC, the total number of PET-CT large medical equipment
procurement licenses issued in China cannot exceed 38 from the date of the plan through the end of 2010. In accordance with the National Gamma Ray Stereotactic Head Radiosurgery
System Procurement Plan issued on March 20, 2007 by the MOH and the NDRC, from the date of the plan through the end of 2010, the total number of large medical equipment
procurement licenses issued for head gamma knife systems cannot exceed 60 nationwide. Procurement applications for head gamma knife equipment must be filed with the relevant
provincial healthcare administrative authorities along with a feasibility report, which must be reviewed by such provincial authorities before it is submitted to the MOH for approval. There is
currently no guidance as to the total number of large medical equipment procurement licenses that may be issued for other types of medical equipment that the centers in our network operate.
 

With respect to any Class A or Class B large medical equipment purchased before the Rules on Procurement and Use of Large Medical Equipment came into effect on March 1, 2005,
the medical institution that houses such equipment must apply to the MOH or the relevant provincial healthcare administrative authorities for a large medical equipment procurement license
for such equipment. If such medical institution is unable to obtain a procurement license as a result of a lack of procurement quotas for such medical equipment allocated to the region in
which the medical institution is located, an interim procurement permit for large medical equipment is required to be obtained in lieu thereof. Moreover, any medical institution holding an
interim permit must pay taxes on income derived from the use of the equipment covered by the interim permit and, upon the expiration of the useful life of such medical equipment, the
medical institution must dispose of such equipment and is not permitted to replace it with a newer model. Some of our medical equipment have not yet received a large medical equipment
procurement license or an interim permit. For more information, see “Risk Factors — Risks Related to Our Industry — Certain of our hospital partners have not received large medical
equipment procurement licenses or interim procurement permits for some of the medical equipment in our network of centers which could result in fines or the suspension from use of such
medical equipment.”
 

Radiotherapy Permit
 

Medical institutions that engage in radiotherapy are governed by the Regulatory Rules on Radiotherapy issued on January 24, 2006 by the MOH and are required to obtain a
radiotherapy permit from the relevant healthcare administrative authorities. These rules require such medical institutions to possess qualifications sufficient for radiotherapy work, which
include having adequate facilities for housing radiotherapy equipment as well as having qualified, properly trained personnel. Medical institutions that operate medical equipment containing
radioactive materials are also required to obtain a radiation safety permit. See “ — Permits Required by Our Company — Radiation Safety Permits.”
 

Radiation Worker Permit
 

Medical institutions that engage in the operation of medical equipment that contains radioactive materials or emits radiation during operation are required to obtain a radiation worker
permit from the competent healthcare administrative authorities for each medical technician who operates such equipment.
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Regulation of Military Hospitals
 

The procurement, installation and operation of large medical equipment by medical institutions of the PLA is regulated by the healthcare administrative authority of the general
logistics department of the PLA with reference to the Rules on Procurement and Use of Large Medical Equipment. The general logistic department of the PLA issues a large equipment
application permit to those military hospitals approved for procurement. The procurement planning records and annual reviews are provided to the MOH for its records.
 

Restrictions on Cooperation Agreements
 

Since the effectiveness in September 2000 of the Implementation Opinions on the Management by Classification of Urban Medical Institutions by the MOH, the State Administration
of Traditional Chinese Medicine, the Ministry of Finance and the NDRC, non-profit medical institutions other than military hospitals have been prohibited from entering into new
cooperation agreements or continuing to operate under existing cooperation agreements with third parties pursuant to which the parties jointly invest in or cooperate to set up for-profit
centers or units that are not independent legal entities. However, according to the Opinions on Certain Issues Regarding Management by Classification of Urban Medical Institutions issued
on July 20, 2001 by the MOH, the State Administration of Traditional Chinese Medicine, the Ministry of Finance and the NDRC, a non-profit medical institution that lacks sufficient funds to
purchase medical equipment outright may enter into a leasing agreement pursuant to which the medical institution leases medical equipment at market rates. In response to this regulatory
change, we have replaced the majority of our cooperation agreements with non-profit civilian hospitals with leasing and management agreements. See “Risk Factors — Risks Related to Our
Company — We may not be successful in negotiating the conversion of a few of our cooperation agreements with our partner hospitals into lease and management arrangements due to
regulatory changes.”
 

Registration of Doctors
 

Doctors in China must obtain a doctor practitioner or assistant doctor practitioner license in accordance with the Law on Medical Practitioners, effective as of May 1, 1999, and the
Interim Measures for Registration of Medical Practitioners, effective as of July 16, 1999. Currently, each doctor is required to practice in the medical institution specified in such doctor’s
registration. If a doctor intends to change such doctor’s practice location, including but not limited to moving to or from a non-profit medical institution or to or from a for-profit medical
institution, practice classification, practice scope or other registered matters, such doctor is required to apply for such change with the competent healthcare administrative authorities.
However, with the approval of the medical institution with which a doctor is affiliated, such doctor may, within such doctor’s scope of practice, undertake outside consultations, including
diagnostic and treatment activities, for patients of another medical institution.
 

Pricing of Medical Services
 

Pursuant to the Opinion Concerning the Reform of Medical Service Pricing Management issued by the NDRC and the MOH on July 20, 2000, medical services fees generated
through the use of both Class A and Class B large medical equipment at non-profit medical institutions and military hospitals are subject to the pricing guidelines of the relevant provincial or
regional price control authorities and healthcare administrative authorities. The pricing guidance sets forth the range of medical services fees that can be charged by non-profit medical
institutions and military hospitals. For-profit medical institutions are not subject to such pricing restrictions and are entitled to set medical services fees based on their cost structures, market
demand and other factors.
 

Medical Insurance Coverage
 

China has a complex medical insurance system that is currently undergoing reform. Typically, those covered by medical insurance must pay for medical services out of their own
pocket at the time services are rendered and must then seek reimbursement from the relevant insurer. For public servants and others covered by the 1989 Administrative Measure on State
Provision of Healthcare and the 1997 Circular on Reimbursement Coverage of Large Medical Equipment under State Provision of Healthcare, the PRC government currently either fully or
partially reimburses medical expenses for certain approved cancer diagnosis and radiotherapy treatment services, including treatments utilizing linear accelerators and diagnostic imaging
services utilizing CT and MRI scanners. However, gamma knife treatments and PET scans are currently not eligible for reimbursement under this plan.
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Urban residents in China that are not covered by the 1989 Administrative Measure on State Provision of Healthcare and the 1997 Circular on Reimbursement Coverage of Large
Medical Equipment under State Provision of Healthcare are covered by one of two nationwide public medical insurance schemes, which are the Urban Employees Basic Medical Insurance
Program and the Urban Residents Basic Medical Insurance Program. Rural residents in China are covered under a new Rural Cooperative Medical Program launched in 2003. The Urban
Employees Basic Medical Insurance Program, which covers employed urban residents, partially reimburses urban workers for treatments utilizing linear accelerators and gamma knife
systems and diagnostic imaging services utilizing CT and MRI scanners, with reimbursement levels varying from province to province. However, diagnostic imaging services utilizing PET
and PET-CT scans are currently not reimbursable under the Urban Employees Basic Medical Insurance Program. For urban non-workers who are covered by the Urban Residents Basic
Medical Insurance Program and rural residents who are covered by the new Rural Cooperative Medical Program, the types of cancer diagnosis and radiotherapy treatments that are covered
are generally set with reference to the policy for urban employees in the same region of the country. However, the reimbursement levels for covered medical expenses for urban non-workers
and rural residents, which vary widely from region to region and treatment to treatment, are generally lower than those for urban employees in the same region. Currently no reimbursement
is
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available for proton beam therapy treatments. The table below summarizes certain key aspects of these three medical insurance programs:
 
         

  Urban Employees Basic Medical  Urban Residents Basic Medical   
  Insurance Program  Insurance Program  Rural Cooperative Medical Program

Launch Time  1998  2007  2003   
         

Participants  Urban employees  Urban non-employees  Rural residents   
         

Participation  Mandatory  Voluntary  Voluntary   
         

Number of People covered
in 2008  

Approximately 200.0 million (33.0% of China’s urban
population)  

Approximately 118.3 million (19.5% of China’s urban
population)  

Approximately 815 million (91.5% of China’s rural
population)   

         

Total reimbursement
amount in 2008  

RMB208.4 billion
 

N/A
 

RMB66.2 billion
  

         

Funding

 

Employers and employees:
•   employer contributes approximately 6% of each
employee’s total salary; and

•   employee contributes approximately 2% of such
employee’s total salary.

 

Households and the government:
•   monthly premium are paid by each household; and

•   government subsidizes no less than RMB80 per person
annually and RMB40 per person annually for the
mid/western regions of China, with greater subsidies
provided to low-income families and disabled persons.

 

Individuals and the government:
•   individual pays no less than RMB20 per year and local
government subsidizes no less than RMB40 per person
annually; and

•   government subsidizes RMB40 per person annually for
the middle and western regions of the country and a
smaller amount for the eastern region.   

         

General Reimbursement Policy

 

Reimbursement comes from two sources — individual’s
reimbursement account and the social medical expense
pool:
•   All of the employee’s contribution and 30% of the
employer’s contribution are allocated to the individual’s
reimbursement account; the reimbursement cap from the
individual account is the balance of that account; and

•   The remaining 70% of the employers’ contribution is
aggregated into a social medical expense pool; the
reimbursement cap from the social medical expense pool
for an individual participant in a calendar year is around
four times the regional average annual salary.  

There is no specific requirement or guidance from the
central government. Reimbursement policy is separately
determined by local governments.

 

The central government suggests that, beginning in the
second half of 2009, the reimbursement cap for all regions
should be no less than six times the average annual per
capita net income of rural residents in the region.

  
         

Examples of Local Reimbursement Policy

 

Shanghai: reimbursement cap from the social medical
expense pool for an individual participant in a calendar
year is approximately four times the average annual salary
in Shanghai from the previous year.
Inner Mongolia: reimbursement cap from the social
medical expense pool for an individual participant in a
calendar year is RMB25,000.

 

Jiangsu Province: approximately 50% to 60% of medical
expense can be reimbursed by the program.
Sichuan Province: approximately 60% (and not less than
50%) of medical expense can be reimbursed by the
program.
Guangdong Province: approximately 40% to 60% of
medical expense can be reimbursed by the program;
maximum reimbursement amount is approximately two
times the average annual salary in Guangdong province
from the previous year.  

Guangdong Province: maximum reimbursement amount is
approximately RMB50,000 per person per year.
Hubei Province: maximum reimbursement amount for
hospitalization is approximately RMB30,000 per person
per year.
Anhui Province: maximum reimbursement amount for
hospitalization is approximately RMB30,000 per person
per year.

  
 

Sources: MOH, Ministry of Human Resources and Social Security, National Bureau of Statistics, and various other central and local PRC government websites.
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Foreign Exchange Control and Administration
 

Pursuant to the Foreign Exchange Administration Regulation promulgated on January 29, 1996, as amended on January 14, 1997 and August 5, 2008, and various regulations issued
by the SAFE and other relevant PRC government authorities, the Renminbi is freely convertible only with respect to current account items, such as trade-related receipts and payments,
interest and dividends. Capital account items, such as direct equity investments, loans and repatriations of investments, require the prior approval of the SAFE or its local branches for
conversion of Renminbi into foreign currency, such as U.S. dollars, and remittance of the foreign currency outside the PRC. Payments for transactions that take place within the PRC must be
made in Renminbi. Foreign exchange transactions under the capital account are still subject to limitations and require approvals from, or registration with, the SAFE and other relevant PRC
governmental authorities, or their competent local branches.
 

On August 29, 2008, the SAFE promulgated SAFE Circular No. 142, a notice regulating the conversion by a foreign-invested company of foreign currency into Renminbi by
restricting how converted Renminbi may be used. This notice requires that Renminbi converted from the foreign currency-denominated capital of a foreign-invested company only be used
for purposes within the business scope approved by the applicable governmental authority and may not be used for equity investments within the PRC unless specifically provided for
otherwise in its business scope. In addition, the SAFE strengthened its oversight of the flow and use of Renminbi funds converted from the foreign currency-denominated capital of a foreign-
invested company. The use of such Renminbi may not be changed without SAFE’s approval and may not be used to repay Renminbi loans if the proceeds of such loans have not yet been
used for purposes within the company’s approved business scope. Violations of SAFE Circular No. 142 may result in severe penalties, including substantial fines as set forth in the Foreign
Exchange Administration Regulation. As a result, SAFE Circular No. 142 may significantly limit our ability to transfer the net proceeds from this offering to our PRC subsidiaries, which
may adversely affect the continued growth of our business.
 

Pursuant to SAFE Circular No. 75, (i) a PRC resident must register with the local SAFE branch before establishing or controlling an overseas special purpose vehicle, or SPV, for the
purpose of obtaining overseas equity financing using the assets of or equity interests in a domestic enterprise; (ii) when a PRC resident contributes the assets of or its equity interests in a
domestic enterprise into an SPV, or engages in overseas financing after contributing assets or equity interests into an SPV, such PRC resident must register his or her interest in the SPV and
any subsequent change thereto with the local SAFE branch; and (iii) when the SPV experiences a material event, such as a change in share capital, merger or acquisition, share transfer or
exchange, spin-off or long-term equity or debt investment, the PRC resident must, within 30 days after the occurrence of such event, register such event with the local SAFE branch. On
May 29, 2007, the SAFE issued guidance to its local branches for the implementation of the SAFE Circular No. 75, which guidance provides for more standardized, specific and stringent
supervision regarding such registration requirements and requires PRC residents holding any equity interests or options in SPVs, directly or indirectly, controlling or nominal, to register with
the SAFE.
 

Currently, several of our shareholders who are residents in the PRC and are subject to the above registration or amendment of registration requirements, have applied to SAFE’s local
branches to make the required SAFE registration with respect to their investments in our company. Because of the current suspension of acceptance of such registrations by the SAFE
authorities due to reportedly forthcoming new SAFE regulations, such shareholders’ applications are still pending. We cannot assure you that these shareholders’ pending applications will
eventually be approved by the authorities. See “Risk Factors — Risks Related to Doing Business in China — Recent PRC regulations, particularly SAFE Circular No. 75 relating to
acquisitions of PRC companies by foreign entities, may limit our ability to acquire PRC companies and adversely affect the implementation of our strategy as well as our business and
prospects.”
 

Dividend Distributions
 

Pursuant to the Foreign Exchange Administration Regulation promulgated in 1996, as amended in 1997 and 2008, and various regulations issued by the SAFE and other relevant PRC
government authorities, the PRC government imposes restrictions on the convertibility of Renminbi into foreign currencies and, in certain cases, on the remittance of currency out of China.
Our PRC subsidiaries are regulated under the Foreign Investment Enterprise Law, which was issued on April 12, 1986 and amended on October 31, 2000, the Implementation Rules of the
Foreign Investment Enterprise Law, which was issued on October 28, 1990 and amended on April 12, 2001, and
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the newly revised PRC Company Law, which became effective as of January 1, 2006. Pursuant to these regulations, each of our PRC subsidiaries must allocate at least 10.0% of its after-tax
profits to a statutory common reserve fund. When the accumulated amount of the statutory common reserve fund exceeds 50.0% of the registered capital of such subsidiary, no further
allocation is required. Funds allocated to a statutory common reserve fund may not be distributed to equity owners as cash dividends. Furthermore, each of our PRC subsidiaries may allocate
a portion of its after-tax profits, as determined by such subsidiary’s ultimate decision-making body, to its staff welfare and bonus funds, which allocated portion may not be distributed as
cash dividends.
 

Regulations Relating to Employee Share Options
 

Pursuant to the Administration Measure for Individual Foreign Exchange issued in December 2006 and the Implementation Rules of Administration Measure for Individual Foreign
Exchange, issued in January 2007 by the SAFE, all foreign exchange matters relating to employee stock award plans or stock option plans for PRC residents may only be transacted upon the
approval of the SAFE or its authorized branch. On March 28, 2007, the SAFE promulgated the Application Procedure of Foreign Exchange Administration for Domestic Individuals
Participating in Employee Stock Award Plan or Stock Option Plan of Overseas-Listed Company, or the Stock Option Rule. Under the Stock Option Rule, PRC citizens who participate in
employee stock award and share option plans of an overseas publicly-listed company must register with the SAFE and complete certain related procedures. These procedures must be
conducted by a PRC agent designated by the subsidiary of such overseas publicly-listed company with which the PRC citizens affiliate. The PRC agent may be a subsidiary of such overseas
publicly-listed company, any such PRC subsidiary’s trade union having legal person status, a trust and investment company or other financial institution qualified to act as a custodian of
assets. Such participant’s foreign exchange income received from the sale of shares or dividends distributed by the overseas publicly-listed company must first be remitted into a collective
foreign exchange account opened and managed by the PRC agent prior to any distribution of such income to such participants in a foreign currency or in Renminbi.
 

Pursuant to Circular No. 106, employee stock award plans of SPVs and employee share option plans of SPVs must be filed with the SAFE while applying for the registration for the
establishment of the SPVs. After employees exercise their options, they must apply for an amendment to the registration for the SPV with the SAFE. We intend to comply with these
regulations and to ask our PRC optionees to comply with these regulations. However, as these rules have only been recently promulgated, it is currently unclear how these rules will be
interpreted and implemented. If the applicable authorities determine that we or our PRC optionees have failed to comply with these regulations, we or our PRC optionees may be subject to
fines and legal sanctions.
 

Provisions Regarding Mergers and Acquisitions of Domestic Enterprises by Foreign Investors and Overseas Listings
 

On August 8, 2006, six PRC regulatory agencies, including the PRC Ministry of Commerce, the State Assets Supervision and Administration Commission, the State Administration
for Taxation, the State Administration for Industry and Commerce, the CSRC and the SAFE, jointly issued the Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign
Investors, or the M&A Rule, which became effective on September 8, 2006. The M&A Rule, among other things, includes provisions that require any offshore special purpose vehicle, or
SPV, formed for the purpose of an overseas listing of equity interests in a PRC company that is controlled directly or indirectly by one or more PRC companies or individuals, to obtain the
approval of the CSRC prior to the listing and trading of such SPV’s securities on an overseas stock exchange. The application of the M&A Rule is currently unclear. However, our PRC
counsel, Jingtian & Gongcheng Attorneys At Law, has advised us that based on its understanding of the current PRC laws, rules and regulations and the M&A Rule, the M&A Rule does not
require that we obtain prior CSRC approval for the listing and trading of our ADSs on the NYSE, because our acquisition of the equity interest in our PRC subsidiaries is not subject to the
M&A Rule due to the fact that each of them was already a foreign-invested enterprise before September 8, 2006, the effective date of the M&A Rule. Jingtian & Gongcheng Attorneys At
Law has further advised us that their opinions summarized above are subject to the timing and content of any new laws, rules and regulations or clear implementations and interpretations
from the CSRC in any form relating to the M&A Rule.
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Regulation of Loans between a Foreign Company and its Chinese Subsidiary
 

A loan made by foreign investors as shareholders in a foreign-invested enterprise is considered to be foreign debt in China and is subject to several Chinese laws and regulations,
including the Foreign Exchange Administration Regulation of 1996 and its amendments of 1997 and 2008, the Interim Measures on Foreign Debts Administration of 2003, or the Interim
Measures, the Statistical Monitoring of Foreign Debts Tentative Provisions of 1987 and its implementing rules of 1998, the Administration Provisions on the Settlement, Sale and Payment of
Foreign Exchange of 1996, and the Notice of the SAFE on Issues Related to Perfection of Foreign Debts Administration, dated October 21, 2005.
 

Under these rules and regulations, a shareholder loan in the form of foreign debt made to a Chinese entity does not require the prior approval of the SAFE. However, such foreign
debt must be registered with and recorded by the SAFE or its local branch in accordance with relevant PRC laws and regulations. Our PRC subsidiaries can legally borrow foreign exchange
loans up to their respective borrowing limits, which is defined as the difference between the amount of their respective “total investment” and “registered capital” as approved by the
MOFCOM, or its local counterparts. Interest payments, if any, on the loans are subject to a 10% withholding tax unless any such foreign shareholder’s jurisdiction of incorporation has a tax
treaty with China that provides for a different withholding arrangement. Pursuant to Article 18 of the Interim Measures, if the amount of foreign exchange debt of our PRC subsidiaries
exceeds their respective borrowing limits, we are required to apply to the relevant Chinese authorities to increase the total investment amount and registered capital to allow the excess
foreign exchange debt to be registered with the SAFE.
 

Taxation
 

For a discussion of applicable PRC tax regulations, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Taxation.”
 

Regulation on Employment
 

On June 29, 2007, the National People’s Congress promulgated the Labor Contract Law of PRC, or the Labor Law, which became effective as of January 1, 2008. On September 18,
2008, the PRC State Council issued the PRC Labor Contract Law Implementation Rules, which became effective as of the date of issuance. The Labor Law and its implementation rules are
intended to give employees long-term job security by, among other things, requiring employers to enter into written contracts with their employees and restricting the use of temporary
workers. The Labor Law and its implementation rules impose greater liabilities on employers, require certain terminations to be based upon seniority rather than merit and significantly affect
the cost of an employer’s decision to reduce its workforce. Employment contracts lawfully entered into prior to the implementation of the Labor Law and continuing after the date of its
implementation remain legally binding and the parties to such contracts are required to continue to perform their respective obligations thereunder. However, employment relationships
established prior to the implementation of the Labor Law without a written employment agreement were required to be memorialized by a written employment agreement that satisfies the
requirements of the Labor Law within one month after it became effective on January 1, 2008.
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MANAGEMENT
 

Directors and Executive Officers
 

The following table sets forth information regarding our directors and executive officers.
 
       

Name  Age   Position/Title
 

Jianyu Yang   38  Director, chief executive officer and president
Zheng Cheng   45  Co-chairman of the board of directors and chief operating officer
Steve Sun   48  Co-chairman of the board of directors and chief financial officer
Jing Zhang   45  Director and executive president
Yaw Kong Yap   45  Director and financial controller
Shirley Chen   44  Director
Feng Xiao   37  Director
Elaine Zong   38  Director
Wai Hong Ku   58  Director
Denny Lee*   41  Independent Director
Boxun Zhang   33  Corporate vice president
 

 

* Mr. Denny Lee has accepted our appointment to be the independent director of our company, effective upon commencement of the trading of our ADSs on the NYSE.
 

Dr. Jianyu Yang has served as a director of our company and our chief executive officer and president since 2007. Prior to joining our company, Dr. Yang served as chief executive
officer of Eguard Resource Development Co., Ltd., a PRC company listed on the Shenzhen Stock Exchange in China principally engaged in the provision of comprehensive solutions in
recycling, re-use of solid wastes and wastewater since 2003, vice president of Beijing Sound Environmental Group Co. Ltd. from 2002 to 2003, assistant to the general manager of Xiangcai
Securities Co., Ltd. from 2000 to 2002, and senior economist at China Agricultural Bank from 1999 to 2000. Dr. Yang received a doctorate degree in economics from Liaoning University in
1999 in China.
 

Dr. Zheng Cheng has served as co-chairman of our board of directors and our chief operating officer since 2008. Dr. Cheng was a co-founder of China Medstar. Prior to founding
China Medstar in 1996, Dr. Cheng had served as division chief of steel products of China National Defense Military Material General Company from 1992 to 1996 and military physician in
the Department of Cerebral Surgery of the Beijing Air Force General Hospital from 1986 to 1992 and in the No. 1 Field Clinic of Yunnan Laoshan Frontier in 1986. Dr. Cheng received his
bachelor’s degree in clinical neurosurgery from the First Military Medical University of the People’s Liberation Army of China in 1986. Dr. Cheng is a qualified clinical surgeon in China.
 

Mr. Steve Sun has served as co-chairman of our board of directors since 2008 and our chief financial officer since 2009. Mr. Sun was a director and the president of Aohua Medical
from 2006 to 2008. Prior to joining our company, Mr. Sun had served as the chief operating officer of Sunshine100 Real Estate Group, a Beijing-based real estate company, from 2004 to
2005 and executive vice president of AE Capital Markets Inc., a New York-based investment bank, from 1997 to 2000. Mr. Sun received a master’s degree in business management from the
University of Chicago in 1996, a master’s degree in operational research from Xidian University in 1985 and a bachelor’s degree in mathematics from Heilongjiang University in 1983.
 

Mr. Jing Zhang has served as a director of our company and our executive president since 2008. Mr. Zhang was a co-founder of China Medstar. Prior to founding China Medstar in
1996, Mr. Zhang was in charge of research and development at the Institute of Chemistry of Beijing Timber General Co., Ltd. from 1987 to 1996. Mr. Zhang received a bachelor’s degree in
polymer chemistry from the Beijing Institute of Chemical Technology in 1987.
 

Mr. Yaw Kong Yap has served as a director of our company and our financial controller since 2008. Mr. Yap joined China Medstar in 2005 and served as its chief financial officer prior
to our acquisition of China Medstar. Prior to joining China Medstar, Mr. Yap had served as the chief executive officer of Advanced Produce Centre Development Pte, Ltd., a Singapore real
estate company, from 2003 to 2005, the chief financial officer of Global Fruits Pte Limited from 1999 to 2003, the regional financial controller of America Air Filtration Asia from 1996 to
1998 and the financial controller of Chevalier International (USA) Ltd. from 1991 to 1996. Mr. Yap received
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a bachelor’s degree from Indiana University of Pennsylvania in the United States in 1990. Mr. Yap was a Certified Public Accountant in the United States.
 

Ms. Shirley Chen has served as a director of our company since 2007. Ms. Chen is also currently a managing director of China International Capital Corporation Limited, or CICC,
and head of private equity and chief executive officer of CICC Investment Group Company Limited, an affiliate of CICC. Ms. Chen joined CICC in 2003 and was a managing director of its
Investment Banking Department. Prior to joining CICC, she was a director of Credit Suisse First Boston and worked in its Investment Banking Division in New York and Hong Kong from
1995 to 2002. Ms. Chen received an M.B.A. degree from Yale University’s School of Management, a master of law degree in International Economic Law from Wuhan University and a
bachelor of law degree in International Law from Wuhan University in China.
 

Mr. Feng Xiao has served as a director of our company since 2008. Mr. Xiao is also currently a managing director of the Carlyle Group, focusing on growth capital investments in
China. Mr. Xiao had served as a vice president at CICC from 2000 to 2005, where he had been involved in the restructuring and listing of a number of leading Chinese companies, and
worked at as a lawyer and a registered trademark agent at China Patent Agent (HK) Limited from 1995 to 1998. Mr. Xiao received an M.B.A. degree from the China Europe International
Business School in 1999 and a bachelor’s degree in both computer science and English from Tsinghua University in 1995. Mr. Xiao also holds a lawyer’s qualification certificate in China.
 

Ms. Elaine Zong has served as a director of our company since 2008. Ms. Zong is also currently a managing director of C.V. Starr Investment Advisors (Asia) Limited, focusing on
private equity investments in China. Ms. Zong had served as senior vice president at Deutsche Bank from 2005 to 2006, as vice president at Merrill Lynch from 2001 to 2003, and as an
associate in the investment banking division of J.P. Morgan from 1998 to 2001. Ms. Zong received an M.B.A. degree from the University of Chicago in the United States in 1998 and a
bachelor’s degree in economics from Fudan University of China in 1992. Ms. Zong is a Chartered Financial Analyst.
 

Mr. Wai Hong Ku has served as a director of our company since 2005. Mr. Ku is also currently a member of the board of directors and the general manager of Yanli Paper (China)
Limited. Mr. Ku was the general manager of Fengjia Industries Co., Ltd. from 1992 to 1995 and was a project planning manager and the general manager of Zhong Fa Development
Company of Addi Lee & Partners Limited from 1979 to 1992, responsible for the development of hotels and other properties.
 

Mr. Denny Lee will become an independent non-executive director of our company upon commencement of the trading of our ADSs on the NYSE. Mr. Lee is currently a non-
executive director of Netease.com, Inc., a company listed on the Nasdaq Global Select Market, and an independent director and chairman of the audit committee of New Oriental Education
& Technology Group Inc., Acorn International, Inc. and Gushan Environmental Energy Limited, which are all companies listed on the NYSE. Previously, Mr. Lee was the chief financial
officer of Netease.com until June 2007 and the financial controller of Netease.com from November 2001 to April 2002. Prior to joining Netease.com in 2001, Mr. Lee worked in the Hong
Kong office of KPMG for more than ten years. Mr. Lee graduated from the Hong Kong Polytechnic University majoring in accounting and is a member of The Hong Kong Institute of
Certified Public Accountants and The Chartered Association of Certified Accountants.
 

Mr. Boxun Zhang has served as corporate vice president of our company since August 2009. Prior to joining our company, from 2006 to August 2009, Mr. Zhang served as the
director of financial and business analysis, financial controller and investment controller of Suntech Power Holdings Co., Ltd, a Cayman Islands company listed on the NYSE principally
engaged in the design, manufacture and sale of solar energy products. Mr. Zhang previously worked for the investment bank department of Credit Suisse from 2004 to 2005 and was a senior
auditor for PricewaterhouseCooper from 1998 to 2002. Mr. Zhang received his MBA degree from Cass Business School in the United Kingdom in 2004 and a bachelor’s degree in
accounting and auditing from Wuhan University in China in 1998.
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The address of our directors and executive officers is Concord Medical Services Holdings Limited, 18/F, Tower A, Global Trade Center, 36 North Third Ring Road East, Dongcheng
District, Beijing, People’s Republic of China, 100013.
 

Duties of Directors
 

Under Cayman Islands law, our directors have a fiduciary duty to act honestly, in good faith and with a view to our best interests. Our directors also have a duty to exercise the skill
they actually possess and such care and diligence that a reasonably prudent person would exercise in comparable circumstances. In fulfilling their duty of care to us, our directors must ensure
compliance with our memorandum and articles of association, as amended and restated from time to time. A shareholder has the right to seek damages if a duty owed by our directors is
breached.
 

The functions and powers of our board of directors include, among others:
 

 • convening shareholders’ annual general meetings and reporting its work to shareholders at such meetings;
 

 • declaring dividends and distributions;
 

 • appointing officers and determining the term of office of officers;
 

 • exercising the borrowing powers of our company and mortgaging the property of our company; and
 

 • approving the transfer of shares of our company, including registering such shares in our share register.
 

Board of Directors
 

Upon the completion of this offering, we expect that our board of directors will have 10 directors, consisting of one independent directors. Our board of directors will establish an
audit committee and a compensation committee upon the completion of this offering.
 

Audit Committee
 

Our audit committee will initially consist of Mr. Denny Lee, Mr. Feng Xiao and Mr. Wai Hong Ku. Mr. Denny Lee will be the chairman of our audit committee and meets the criteria
of an audit committee financial expert as set forth under the applicable rules of the SEC. Mr. Denny Lee satisfies the requirements for an “independent director” within the meaning of
Section 303A of the NYSE Listed Company Manual and will meet the criteria for independence set forth in Rule 10A-3 of the Exchange Act. Our board of directors has determined that the
simultaneous service by Mr. Denny Lee on the audit committee of three other public companies would not impair his ability to effectively serve on our audit committee. Our audit committee
will consist of two independent directors within 90 days of our initial public offering and solely of independent directors within one year of our initial public offering. The audit committee
oversees our accounting and financial reporting processes and the audits of the financial statements of our company. The audit committee is responsible for, among other things:
 

 • selecting our independent registered public accounting firm and pre-approving all auditing and non-auditing services permitted to be performed by our independent registered
public accounting firm;

 

 • reviewing with our independent registered public accounting firm any audit problems or difficulties and management’s response;
 

 • reviewing and approving all proposed related-party transactions, as defined in Item 404 of Regulation S-K under the Securities Act;
 

 • discussing the annual audited financial statements with management and our independent registered public accounting firm;
 

 • reviewing major issues as to the adequacy of our internal controls and any special audit steps adopted in light of significant control deficiencies;
 

 • annually reviewing and reassessing the adequacy of our audit committee charter;
 

 • such other matters that are specifically delegated to our audit committee by our board of directors from time to time;
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 • meeting separately and periodically with management and our internal auditor and independent registered public accounting firm; and
 

 • reporting regularly to the full board of directors.
 

Compensation Committee
 

Our compensation committee will initially consist of Ms. Shirley Chen and Mr. Feng Xiao. Ms. Shirley Chen will be the chairperson of our compensation committee. Our
compensation committee assists the board in reviewing and approving the compensation structure of our directors and executive officers, including all forms of compensation to be provided
to our directors and executive officers. Members of the compensation committee are not prohibited from direct involvement in determining their own compensation. Our chief executive
officer may not be present at any committee meeting during which his compensation is deliberated. The compensation committee is responsible for, among other things:
 

 • approving and overseeing the compensation package for our executive officers;
 

 • reviewing and making recommendations to the board with respect to the compensation of our directors;
 

 • reviewing and approving corporate goals and objectives relevant to the compensation of our chief executive officer, evaluating the performance of our chief executive officer in
light of those goals and objectives, and setting the compensation level of our chief executive officer based on such evaluation; and

 

 • reviewing periodically and making recommendations to the board regarding any long-term incentive compensation or equity plans, programs or similar arrangements, annual
bonuses, employee pension and welfare benefit plans.

 

Interested Transactions
 

A director may vote in respect of any contract or transaction in which he or she is interested, provided that the nature of the interest of any directors in such contract or transaction is
disclosed by him or her at or prior to its consideration and any vote on that matter.
 

Remuneration and Borrowing
 

The directors may determine remuneration to be paid to the directors. The compensation committee assists the directors in reviewing and approving the compensation structure for the
directors. The directors may exercise all the powers of the company to borrow money and to mortgage or charge its undertaking, property and uncalled capital, and to issue debentures or
other securities whether outright or as security for any debt obligations of our company or of any third party.
 

Qualification
 

There is no shareholding qualification for directors.
 

Terms of Directors and Executive Officers
 

Our executive officers are elected by and serve at the discretion of the board of directors. Our directors are not subject to a term of office and hold office until such time as they resign
or are removed from office without cause by special resolution or the unanimous written resolution of all shareholders or with cause by ordinary resolution or the unanimous written
resolutions of all shareholders. A director will be removed from office automatically if, among other things, the director (i) becomes bankrupt or makes any arrangement or composition with
his creditors or (ii) dies or is found by our company to be or becomes of unsound mind. We have not entered into any service agreements with our directors that provide for any type of
compensation upon termination.
 

Employment Agreements
 

We have entered into employment agreements with all of our executive officers. Under these agreements, each of our executive officers is employed for a non-fixed period of time.
These employment agreements can be terminated in accordance with the Labor Contract Law of the PRC and other relevant regulations. Under the Labor Contract Law, we can terminate
without any prior notice the employment agreement with any of our executive officers in the event that
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such officer’s actions have resulted in material and demonstrable harm to our interest. Under certain circumstances, including where the officer has not performed as expected and, upon
internal reassignment or training, still fails to be qualified for the job, we may also terminate the employment agreement with any of our executive officers upon providing 30 days notice or
paying one month in severance. Our executive officer may typically terminate his or her employment at any time if we fail to provide labor protection or work conditions as stipulated in the
employment agreement. The executive officers may also terminate the employment agreement at any time without cause upon 30 days notice. Usually, if we terminate the employment
agreement of any of our executive officers, we have to pay them certain severance pay in proportion to their working years with us, except where such officer’s actions have resulted in
material and demonstrable harm to our interests, among other circumstances.
 

Each executive officer has agreed to hold, both during and subsequent to the terms of his or her agreement, in confidence and not to use, except in pursuance of his or her duties in
connection with the employment, any of our confidential information, technological secrets, commercial secrets and know-how. Each of our executive officers has entered into a
confidentiality agreement with us. Our executive officers have also agreed to disclose to us all inventions, designs and techniques resulted from work performed by them, and to assign us all
right, title and interest of such inventions, designs and techniques.
 

Compensation of Directors and Executive Officers
 

In 2008, the aggregate cash compensation to all of our directors and our executive officers was RMB1.2 million (US$0.2 million). For share-based compensation, see “ — Share
Incentive Plans.” The total amount accrued in 2008 for pension, retirement or other similar benefits to our directors and our executive officers was approximately RMB240,000 (US$35,000).
 

Share Incentive Plans
 

OMS Share Option Plan
 

On November 17, 2007, OMS, the predecessor of our company, adopted a share option plan, or the OMS option plan, pursuant to which OMS granted to three of its executive
directors, Mr. Haifeng Liu, Mr. Jianyu Yang and Mr. Steve Sun, or the OMS grantees, options to purchase a total of up to 25,000,000 ordinary shares, or the OMS share options, to purchase
the ordinary shares of OMS at an exercise price of US$0.80 per share, which the board of OMS determined to become vested upon the satisfaction of a number of performance conditions
that related to the completion of the OMS reorganization, achievement of net profit target of OMS, and the raising of new financing. The OMS share options were exercisable from the date
of completion of the 2007 audited consolidated financial statements of OMS to December 31, 2008 and were transferrable to any individuals designated by the OMS grantees.
 

On August 18, 2008, the board of directors of OMS contemplated that the OMS grantees had achieved certain performance conditions outlined in the OMS option plan. However, as
the capital structure of our company had changed at that time such that we had replaced OMS as the ultimate holding company of our subsidiaries, the board of directors of OMS resolved
that the OMS option plan would be settled in vested options to purchase 21,184,600 ordinary shares to purchase shares of our company, with each option having an exercise price of US$0.79
exercisable before December 31, 2008. On the same day, two of the OMS grantees, Mr. Jianyu Yang and Mr. Steve Sun, exercised their respective options to purchase an aggregate of
6,355,400 ordinary shares of our company, with total proceeds from such exercise received by us amounting to approximately RMB34.4 million (US$5.0 million). We recorded share-based
compensation expense of approximately RMB49.5 million in 2007 related to these options granted, which was recorded in general and administrative expenses. The third OMS grantee,
Mr. Haifeng Liu, sold all of his vested options to purchase 14,829,200 ordinary shares of our company to three former directors of China Medstar who are now our directors and executive
officers as employment incentive for such directors. The three executive directors subsequently exercised the vested options with total proceeds from such exercise received by us amounting
to approximately US$11.7 million. Given the transfer of the OMS share options to the three directors was provided as an employment incentive, we recorded additional share-based
compensation expense of approximately RMB4.2 million (US$0.6 million) in 2008, which was recorded in general and administrative expenses.
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2008 Share Incentive Plan
 

The 2008 share incentive plan was adopted by our shareholders on October 16, 2008. Our share incentive plan provides for the grant of options, share appreciation rights, or other
share-based awards, referred to as “awards.” The purpose of the plan is to aid us in recruiting and retaining key employees, directors or consultants and to motivate such persons to exert their
best efforts on behalf of our company by providing incentives through the granting of awards. Our board of directors believes that our company will benefit from the added interest that such
persons will have in the welfare of the company as a result of their proprietary interest in the company’s success.
 

Termination of Awards. Options have specified terms set forth in a share option agreement. If the recipient’s employment with the company is terminated for any reason, the
recipient’s vested options shall remain exercisable subject to the provisions of the plan and the option agreement and the recipient’s unvested options shall terminate without consideration. If
the options are not exercised or purchased by the last day of the exercise period, they will terminate.
 

Administration. Our 2008 share incentive plan is currently administered by our board of directors and, after this offering, will be administered by the compensation committee of our
board of directors. Our board of directors or the compensation committee is authorized to interpret the plan, to establish, amend and rescind any rules and regulations relating to the plan, and
to make any other determinations that it deems necessary or desirable for the administration of the plan. Our board of directors or the compensation committee will determine the provisions,
terms and conditions of each award consistent with the provisions of the plan, including, but not limited to, the exercise price for an option, vesting schedule, forfeiture provisions, form of
payment of exercise price and other applicable terms.
 

Option Exercise. The term of options granted under the 2008 share incentive plan may not exceed eight years from the date of grant. The consideration to be paid for our ordinary
shares upon exercise of an option or purchase of shares underlying the option may include cash, check or other cash-equivalent, consideration received by us in a cashless exercise and, to the
extent permitted by our board of directors or the compensation committee and subject to the provisions of the option agreement, ordinary shares or a combination of ordinary shares and cash
or cash-equivalent.
 

Change in Control. If a third-party acquires us through the purchase of all or substantially all of our assets, a merger or other business combination or if during any two consecutive
year period individuals who at the beginning of such period constituted the board of directors cease for any reason to constitute a majority of our board of directors, then, if so determined by
our board of directors or the compensation committee with respect to the applicable award agreement or otherwise, any outstanding awards that are unexercisable or otherwise unvested or
subject to lapse restrictions will automatically be deemed exercisable or otherwise vested or no longer subject to lapse restrictions, as the case may be, as of immediately prior to such change
in control. Our board of directors or the compensation committee may also, in its sole discretion, decide to cancel such awards for fair value, provide for the issuance of substitute awards that
will substantially preserve the otherwise applicable terms of any affected awards previously granted, or provide that affected options will be exercisable for a period of at least 15 days prior
to the change in control but not thereafter.
 

Amendment and Termination of Plan. Our board of directors may at any time amend, alter or discontinue our 2008 share incentive plan. Amendments or alterations to our 2008 share
incentive plan are subject to shareholder approval if they increase the total number of shares reserved for the purposes of the plan or change the maximum number of shares for which awards
may be granted to any participant. Any amendment, alteration or termination of our 2008 share incentive plan must not adversely affect awards already granted without written consent of the
recipient of such awards. Unless terminated earlier, our 2008 share incentive plan shall continue in effect for a term of ten years from the date of its adoption.
 

Our board of directors and shareholders authorized the issuance of up to 4,765,800 ordinary shares upon exercise of awards granted under our 2008 share incentive plan. As of the
date of this prospectus, no awards have been granted under our 2008 share incentive plan.
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PRINCIPAL AND SELLING SHAREHOLDERS
 

The following table sets forth information with respect to the beneficial ownership of our ordinary shares, as of the date of this prospectus, assuming the conversion of all outstanding
Series A and Series B contingently redeemable convertible preferred shares into ordinary shares, by:
 

 • each of our directors and executive officers;
 

 • each person known to us to own beneficially more than 5.0% of our ordinary shares; and
 

 • each other selling shareholders.
 

Beneficial ownership is determined in accordance with rules and regulations of the SEC. In computing the number of shares beneficially owned by a person or the percentage
ownership of that person, we have included shares that the person has the right to acquire within 60 days of this offering, including through the exercise of any option, warrant or other right
or the conversion of any other security. These shares, however, are not included in the computation of the percentage ownership of any other person. The calculation of the number of shares
also assumes the conversion of all of our Series A and Series B contingently redeemable convertible preferred shares into our ordinary shares upon the completion of this offering. Percentage
of beneficial ownership of each listed person prior to this offering is based on 111,455,500 ordinary shares outstanding as of the date of this prospectus, including 41,027,400 ordinary shares
convertible from our outstanding Series A and Series B contingently redeemable convertible preferred shares. Percentage of beneficial ownership of each listed person after the offering is
based on             ordinary shares outstanding immediately after the closing of this offering.
 

The table below does not reflect the exercise of the underwriters’ option to purchase up to an additional             ADSs, of which             ADSs would be sold by us and             ADSs
would be sold by the selling shareholders.
 
                         

  Ordinary Shares Beneficially   Ordinary Shares Being Sold   Ordinary Shares Beneficially  
  Owned Prior to This Offering   in This Offering   Owned After This Offering  
  Number   %   Number   %   Number   %  

 

Directors and Executive Officers:                         
Jianyu Yang(1)   4,065,800   3.6                         
Zheng Cheng(2)   7,319,900   6.6                 
Steve Sun(3)   4,065,800   3.6                 
Jing Zhang(4)   2,979,900   2.7                 
Yaw Kong Yap(5)   *   *                 
Shirley Chen(6)   7,533,817   6.8                 
Feng Xiao(7)   26,172,700   23.5                 
Elaine Zong(8)   10,418,000   9.3                 
Wai Hong Ku(9)   2,889,500   2.6                 
Boxun Zhang(10)   *   *                 
All directors and executive officers as a group   66,239,521   59.4                 
                         
Principal and Selling Shareholders:                         
Carlyle Entities(11)   26,172,700   23.5                 
Notable Enterprise Limited(12)   23,321,300   20.9                 
Starr Investments Cayman II, Inc.(13)   10,418,000   9.3                 
Grand Best Group Limited(14)   9,215,800   8.3                 
CZY Investments Limited(15)   7,319,900   6.6                 
CICC Sun Company Limited(16)   7,177,200   6.4                 
 

 

  * Upon exercise of all options granted, would beneficially own less than 1.0% of our outstanding ordinary shares.
  (1) Represents 4,065,800 ordinary shares held by Daketala International Investment Holdings Ltd., a limited liability company organized under the laws of the British Virgin Islands wholly owned by Dr. Yang. 2,910,800 of the

ordinary shares held by Daketala International
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Investment Holdings Ltd. have been pledged to certain of our shareholders in connection with the issuance of our Series B contingently redeemable convertible preferred shares on October 20, 2008.
  (2) Represents 7,319,900 ordinary shares held by CZY Investment Ltd., a limited liability company organized under the laws of the British Virgin Islands wholly owned by Mr. Cheng. 6,369,500 of the ordinary shares held by CZY

Investment Ltd. have been pledged to certain of our shareholders in connection with the issuance of our Series B contingently redeemable convertible preferred shares on October 20, 2008. In addition, 2,191,500 of the ordinary
shares held by CZY Investment Ltd. have been pledged to certain of our shareholders as security for a loan.

  (3) Represents 4,065,800 ordinary shares held by Dragon Image Investment Ltd., a limited liability company organized under the laws of the British Virgin Islands wholly owned by Mr. Sun. 3,193,800 of the ordinary shares held by
Dragon Image Investment Ltd. have been pledged to certain of our shareholders in connection with the issuance of our Series B contingently redeemable convertible preferred shares on October 20, 2008.

  (4) Represents 2,979,900 ordinary shares held by Thousand Ocean Group Limited, a limited liability company organized under the laws of the British Virgin Islands wholly owned by Mr. Zhang. 1,675,000 of the ordinary shares held
by Thousand Ocean Group Limited have been pledged to certain of our shareholders in connection with the issuance of our Series B contingently redeemable convertible preferred shares on October 20, 2008.

  (5) Represents ordinary shares held by Top Mount Group Limited, a limited liability company organized under the laws of the British Virgin Islands wholly owned by Mr. Yap. Certain portion of the ordinary shares held by Top Mount
Group Limited have been pledged to certain of our shareholders in connection with the issuance of our Series B contingently redeemable convertible preferred shares on October 20, 2008.

  (6) Represents 6,616,900 and 323,200 ordinary shares held by CICC Sun Company Limited and Perfect Key Holdings Limited, respectively, issuable upon conversion of all Series A and Series B contingently redeemable convertible
preferred shares held by such shareholders and 560,300 and 33,417 ordinary shares, respectively, held by such shareholders. For a description of the beneficial ownership of our ordinary shares by CICC Sun Company Limited, see
Note 16 below. Ms. Shirley Chen disclaims beneficial ownership of our ordinary shares held by CICC Sun Company Limited except to the extent of her pecuniary interest in these shares. Perfect Key Holdings Limited is a limited
liability company organized under the laws of the British Virgin Islands in which Ms. Shirley Chen holds 47.4% beneficial ownership.

  (7) Represents 23,085,700 and 920,600 ordinary shares held by Carlyle Asia Growth Partners III, L.P. and CAGP III Co-Investment, L.P., respectively, issuable upon conversion of all Series A and Series B contingently redeemable
convertible preferred shares held by such shareholders and 2,083,300 and 83,100 ordinary shares, respectively, held by such shareholders. Carlyle Asia Growth Partners III, L.P. and CAGP III Co-Investment, L.P. are collectively
referred to in this prospectus as the Carlyle Entities. For a description of the beneficial ownership of our ordinary shares by the Carlyle Entities, see Note 10 below. Mr. Feng Xiao disclaims beneficial ownership of our ordinary
shares held by the Carlyle Entities, except to the extent of his pecuniary interest in these shares.

  (8) Represents 9,722,200 ordinary shares issuable upon conversion of all Series B contingently redeemable convertible preferred shares held by Starr Investments Cayman II, Inc. and 695,800 ordinary shares held by such shareholder.
For a description of the beneficial ownership of our ordinary shares by Starr Investments Cayman II, Inc., see Note 12 below. Ms. Elaine Zong disclaims beneficial ownership of our ordinary shares held by Starr Investments
Cayman II, Inc. except to the extent of her pecuniary interest in these shares.

  (9) Represents 9,215,800 ordinary shares held by Grand Best Group Limited, a limited liability company organized under the laws of the British Virgin Islands. For a description of the beneficial ownership of our ordinary shares held
by Grand Best Group Limited, see Note 13 below. Mr. Ku owns 31.4% of the equity interest in Grand Best Group Limited.

(10) Represents ordinary shares held by Triumph Concept Investment Limited, a limited liability company organized under the laws of the British Virgin Islands wholly owned by Mr. Zhang.
(11) Represents 23,085,700 and 920,600 ordinary shares held by Carlyle Asia Growth Partners III, L.P. and CAGP III Co-Investment, L.P., respectively, issuable upon conversion of all Series A and Series B contingently redeemable

convertible preferred shares held by such shareholders and 2,083,300 and 83,100 ordinary shares, respectively, held by such shareholders. The general partner of each Carlyle Entity is CAGP General Partner, L.P., which is in turn
managed by its general partner, CAGP Ltd. The directors of CAGP Ltd. are Mr. William E. Conway, Jr., Mr. Daniel A. D’Aniello, Mr. David Rubenstein, Mr. Jeffery Ferguson and Mr. Curtis L. Buser. The address of the Carlyle
Entities is Walker House, PO Box 908GT, Mary Street, George Town, Grand Cayman, Cayman Islands.

(12) Notable Enterprise Limited is a limited liability company organized under the laws of the British Virgin Islands wholly owned by Ms. Bona Lau. Ms. Lau is the daughter of Mr. Haifeng Liu, the chairman of Aohua Medical from
December 2005 to December 2007 and our director until July 2009. Prior to serving as chairman of Aohua Medical, Mr. Liu was detained in March 2004 by the authorities of Luoyang city, Henan Province, for alleged
misappropriation of funds while serving as chairman of a company unrelated to Aohua Medical or us. Mr. Liu was released in June 2005 by the local prosecutor without an indictment due to insufficient evidence. Notable
Enterprise Limited was originally owned by Mr. Liu, who irrevocably transferred all of his interest in Notable Enterprise Limited to Ms. Lau in November 2007 for consideration not significantly lower than the then fair market
value. At the time of the transfer, Notable Enterprise Limited indirectly held a 44.2% equity interest in OMS. The address of Notable Enterprise Limited is P.O. Box 957, Offshore Incorporations Centre, Road Town, Tortola, British
Virgin Islands. 134,478 of the ordinary shares held by Notable Enterprise Limited have been pledged to certain of our shareholders in connection with the issuance of our Series B contingently redeemable convertible preferred
shares on October 20, 2008.

(13) Represents 9,722,200 ordinary shares issuable upon conversion of all Series B contingently redeemable convertible preferred shares held by Starr Investments Cayman II, Inc. and 695,800 ordinary shares held by such shareholder.
Starr Investments Cayman II, Inc. is ultimately controlled by Starr International Company, Inc. whose voting shareholders (none of whom control 10% or more individually) are Mr. Maurice R. Greenberg, Mr. Edward E.
Matthews, Mr. Howard I. Smith, Mr. John J. Roberts, Mr. Houghton Freeman, Mr. Joseph C. H. Johnson, Mr. Cesar Zalamea, Mr. Peter Hammer, Mr. Michael Morrison, Mr. Bertil P. Lundqvist and Ms. Florence Davis. The address
of Starr Investments Cayman II, Inc. is Avalon Management Limited, Landmark Square, 64 Earth Close, West Bay Beach, Grand Cayman, KY1-1107, Cayman Islands

(14) Grand Best Group Limited is a limited liability company organized under the laws of the British Virgin Islands. The shareholders of Grand Best Group Limited are Ku Wai Hong, Ever Bounteous Group Limited, Iu Kong, Cheng
Mai Yue, Wang Rong Kang, Brave Faith
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Development Limited, Echolac Company Limited and Huang Pei Lin. The address of Grand Best Group Limited is Portcullis TrustNet Chambers, P.O. Box 3444, Road Town, Tortola, British Virgin Islands.
(15) CZY Investments Limited is a limited liability company organized under the laws of the British Virgin Islands wholly owned by Dr. Zheng Cheng. The address of CZY Investments Limited is P.O. Box 957, Offshore Incorporations

Centre, Road Town, Tortola, British Virgin Islands.
(16) Represents 6,616,900 ordinary shares issuable upon conversion of all Series A and Series B contingently redeemable convertible preferred shares held by CICC Sun Company Limited and 560,300 ordinary shares held by such

shareholder. CICC Sun Company Limited is wholly owned by China International Capital Corporation Limited, one of our underwriters, in which Morgan Stanley, another underwriter to this offering, beneficially owns 34.0% of its
equity interest. China International Capital Corporation Limited has ultimate investment and voting power over the shares held by CICC Sun Company Limited. The address of CICC Sun Company Limited is 2/F., Abbott Building,
Road Town, Tortola, British Virgin Islands.

 

Each selling shareholder named above acquired its shares in offerings which were exempted from registration under the Securities Act because they involved either private
placements or offshore sales to non-U.S. persons. As of the date of this prospectus, none of our outstanding ordinary shares is held by record holders in the United States.
 

Two of our shareholders, namely CICC Sun Company Limited and Perfect Key Holdings Limited, have informed us that they are affiliated with registered broker-dealers or are in the
business of underwriting securities. Neither of these shareholders were affiliated or otherwise related to us prior to their purchase of our Series A and Series B contingently redeemable
convertible preferred shares. These shareholders purchased our Series A and Series B contingently redeemable convertible preferred shares directly from us in their ordinary course of
business and, at the time of the purchase, neither of these shareholders had agreements or understandings, directly or indirectly, with any person to distribute our Series A and Series B
contingently redeemable convertible preferred shares.
 

None of our shareholders will have different voting rights from other shareholders after the closing of this offering. We are not aware of any arrangement that may, at a subsequent
date, result in a change of control of our company.

130



Table of Contents

 

RELATED PARTY TRANSACTIONS
 

Non-Interest Bearing Borrowings from Related Parties
 

We borrowed RMB38.7 million from Shenzhen Hai Ji Tai Technology Co., Ltd., or Hai Ji Tai, in 2007 for working capital purposes. Hai Ji Tai is wholly-owned by Mr. Haifeng Liu
who was the chairman of Aohua Medical from December 2005 to December 2007 and our director until July 2009. This borrowing was repaid in full in 2008.
 

We borrowed RMB4.0 million in 2007 from Mr. Haifeng Liu for working capital purposes. We repaid RMB2.0 million of such borrowing in 2008 and the remaining balance of
RMB2.0 million (US$0.3 million) in full in August 2009.
 

We borrowed RMB1.0 million and RMB4.0 million from Dr. Jianyu Yang, our director, chief executive officer and president, in 2007 and 2008, respectively, for working capital
purposes. These borrowings were repaid in full in 2008.
 

China Medstar has, in connection with payments of certain professional fees related to a private placement transaction in 2004, borrowed from Beijing Medstar Hi-Tech Investment
Co., Ltd., a company majority owned by Dr. Zheng Cheng, our co-chairman and chief operating officer. As of September 30, 2009, the remaining balance was RMB0.2 million (US$29,000).
In addition, in connection with payment of certain fees related to China Medstar’s initial public offering on the AIM, China Medstar has borrowed from Dr. Zheng Cheng. As of
September 30, 2009, the remaining balance was RMB1.4 million (US$0.2 million). Furthermore, in connection with certain administrative expenses related to China Medstar in 2006 and
2007, China Medstar borrowed from Mr. Yaw Kong Yap, our director and financial controller. As of September 30, 2009, the remaining balance was RMB60,000 (US$9,000). These loans
are unsecured, interest-free and repayable on demand and are all based on oral agreements between the parties. We expect to repay all such borrowings by the end of 2009.
 

Medical Equipment Sale and Purchase Agreement
 

On October 31, 2007, we entered into a long-term sale and purchase agreement with Our Medical New Technology Co., Ltd. under which we agreed to purchase gamma knife
systems at agreed upon prices and Our Medical New Technology Co., Ltd. also agreed to provide to us relevant maintenance and repair services and training. Our Medical New Technology
is controlled by Mr. Haifeng Liu, who was a director of our company until July 2009. We made deposits of RMB11.5 million, RMB0.7 million, RMB1.7 million (US$0.3 million) and
RMB11.4 million (US$1.7 million) to Our New Medical Technology Co., Ltd. under this agreement for the period from January 1, 2007 to October 30, 2007, the period from September 10,
2007 to December 31, 2007, in 2008 and for the nine months ended September 30, 2009, respectively. Deposits held by Our New Medical Technology Co., Ltd. as of December 31, 2007 and
2008 and September 30, 2009 were RMB15.9 million, RMB17.6 million (US$2.6 million) and RMB16.4 million (US$2.4 million). In addition, RMB12.7 million (US$1.9 million) of the
deposits paid to Our New Medical Technology Co., Ltd. were used for the purchase of radioactive source material used in our medical equipment during the nine months ended September
30, 2009.
 

Reorganization and Private Placement
 

See “Our History and Corporate Structure” and “Description of Share Capital — History of Securities Issuances — Convertible Loan and Preferred Shares.”
 

Shareholders’ Agreement
 

In connection with the issuance of our Series B contingently redeemable convertible preferred shares, we entered into an Amended and Restated Shareholders’ Agreement dated as of
October 20, 2008, which was subsequently amended on November 17, 2009, by and among us, the Carlyle Entities, Starr Investments Cayman II, Inc., CICC Sun Company Limited and
certain of our other shareholders and other parties named therein. Under this shareholders’ agreement, our board of directors shall consist of up to eleven directors, out of which one of such
director shall be designated by the Carlyle Entities, another shall be designated by CICC Sun Company Limited and another shall be designated by Starr Investments Cayman II, Inc. Prior to
the completion of this offering, our existing shareholders are prohibited from transferring their shares without the prior consent of each of the Carlyle Entities, Starr Investments Cayman II,
Inc. and CICC Sun Company Limited. These parties and our other existing
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shareholders hold certain rights of first refusal with respect to any such proposed transfers. In addition, the Carlyle Entities, Starr Investments Cayman II, Inc. and CICC Sun Company
Limited have certain co-sale rights with respect to any proposed share transfers by any of our other existing shareholders. We have also granted under this shareholders’ agreement certain
registration rights to the Carlyle Entities, Starr Investments Cayman II, Inc. and CICC Sun Company Limited. See “Description of Share Capital — Registration Rights.” Except for the
registration rights and the right to designate directors, all other shareholders’ rights under the shareholders agreement will automatically terminate upon the completion of this offering.
 

Share Incentives
 

For a discussion of the share option plan adopted in 2007 by OMS, our predecessor, and our 2008 share incentive plan, see “Management — Share Incentive Plans.”
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DESCRIPTION OF SHARE CAPITAL
 

We are a Cayman Islands exempted company with limited liability and our affairs are governed by our memorandum and articles of association, as amended and restated from time to
time, and the Companies Law (as amended) of the Cayman Islands, which is referred to as the Companies Law below. Our registered office is in the Cayman Islands is at Scotia Centre,
4th Floor, P.O. Box 2804, George Town, Grand Cayman, Cayman Islands KY1-1112.
 

On November 17, 2009, we effected a share split whereby all of our issued and outstanding 704,281 ordinary shares of a par value of US$0.01 per share were split into 70,428,100
ordinary shares of US$0.0001 par value per share and the number of our authorized ordinary shares were increased from 4,500,000 to 450,000,000. As of September 30, 2009 and give effect
to the share split, our authorized share capital consists of 450,500,000 shares, comprised of (i) 450,000,000 ordinary shares, each with a par value of US$0.0001, of which 70,428,100 such
shares are issued and outstanding; (ii) 200,000 Series A contingently redeemable convertible preferred shares authorized, each with a par value of US$0.01, of which 176,942 such shares are
issued and outstanding; and (iii) 300,000 Series B contingently redeemable convertible preferred shares authorized, each with a par value of US$0.01, of which 233,332 such shares are
issued and outstanding. As of the date hereof, our authorized share capital consists of 450,500,000 shares, comprised of (i) 450,000,000 ordinary shares, each with a par value of US$0.0001,
of which 70,428,100 such shares are issued and outstanding; (ii) 200,000 Series A contingently redeemable convertible preferred shares authorized, each with a par value of US$0.01, of
which 176,942 such shares are issued and outstanding; and (iii) 300,000 Series B contingently redeemable convertible preferred shares authorized, each with a par value of US$0.01, of
which 233,332 such shares are issued and outstanding. Upon completion of this offering, all of our issued and outstanding Series A and Series B contingently redeemable convertible
preferred shares will automatically convert into ordinary shares, at a 1-to-100 conversion rate.
 

Upon completion of this offering, we will adopt our third amended and restated memorandum and articles of association, which will replace the current memorandum and articles of
association in its entirety. The following are summaries of material provisions of our third amended and restated memorandum and articles of association and the Companies Law insofar as
they relate to the material terms of our ordinary shares that we expect will become effective upon the closing of this offering.
 

Ordinary Shares
 

General
 

All of our outstanding ordinary shares are fully paid and non-assessable. Certificates representing the ordinary shares are issued in registered form. Our shareholders who are non-
residents of the Cayman Islands may freely hold and transfer their ordinary shares.
 

Dividends
 

The holders of our ordinary shares are entitled to such dividends as may be declared by our board of directors subject to the Companies Law.
 

Voting Rights
 

Each holder of ordinary shares is entitled to one vote on all matters upon which the ordinary shares are entitled to vote. Each holder is entitled to have one vote for each share
registered in his name on the register of members. Voting at any meeting of shareholders is by show of hands unless a poll is demanded by the chairman of our board of directors or by any
shareholder present in person or by proxy.
 

A quorum is required for a meeting of shareholders. Shareholders who hold at least one-third of our ordinary shares at the meeting present in person or by proxy or, if a corporation or
other non-natural person, by its duly authorized representative constitutes a quorum. Shareholders’ meetings are held annually and may be convened by our board of directors on its own
initiative or upon a request to the directors by shareholders holding in the aggregate at least ten percent of our ordinary shares. At least seven days advanced notice is required prior to
convening our annual general meeting and other shareholders meetings.
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An ordinary resolution of the shareholders requires the affirmative vote of a simple majority of the votes attaching to the ordinary shares cast in a general meeting to pass. A special
resolution requires the affirmative vote of not less than two-thirds of the votes cast attaching to the ordinary shares to pass.
 

Transfer of Ordinary Shares
 

Subject to the restrictions of our articles of association, as applicable, any of our shareholders may transfer all or any of such shareholder’s ordinary shares by an instrument of
transfer in the usual or common form or any other form approved by our board.
 

Our board of directors may, in its absolute discretion, decline to register any transfer of any ordinary share which is not fully paid up or on which we have a lien. Our directors may
also decline to register any transfer of any ordinary share unless:
 

 • the instrument of transfer is lodged with us, accompanied by the certificate for the ordinary shares to which it relates and such other evidence as our board of directors may
reasonably require to show the right of the transferor to make the transfer;

 

 • the instrument of transfer is in respect of only one class of ordinary shares;
 

 • the instrument of transfer is properly stamped, if required;
 

 • in the case of a transfer to joint holders, the number of joint holders to whom the ordinary share is to be transferred does not exceed four; or
 

 • the ordinary shares transferred are free of any lien in favor of us.
 

If our directors refuse to register a transfer they shall, within two months after the date on which the instrument of transfer was lodged, send notice of such refusal to both the
transferor and transferee. The registration of transfers may, on 14 days’ notice, given by advertisement in one or more newspapers or by electronic means, be suspended and the register
closed at such times and for such periods as our board of directors may from time to time determine, provided, however, that the registration of transfers shall not be suspended nor the
register closed for more than 30 days in any year.
 

Liquidation
 

On a return of capital in connection with the winding up of the company or otherwise (other than in connection with conversion, redemption or purchase of ordinary shares), assets
available for distribution to the holders of ordinary shares shall be distributed among them on a pro rata basis. If our assets available for distribution are insufficient to repay all of the paid-up
capital, the assets will be distributed so that the losses are borne by our shareholders proportionately.
 

Calls on Ordinary Shares and Forfeiture of Ordinary Shares
 

Our board of directors may from time to time call upon shareholders for any amounts unpaid on their ordinary shares in a notice served to such shareholders at least 14 days prior to
the specified time of payment. Ordinary shares that have been called upon and remain unpaid are subject to forfeiture.
 

Redemption of Ordinary Shares
 

Subject to the provisions of the Companies Law, we may under the terms of our third amended and restated memorandum and articles of association to be adopted upon the
completion of this offering:
 

 • issue ordinary shares on terms that they are to be redeemed or are liable to be redeemed at our option or at the option of the shareholders, on such terms and in such manner as we
may, before the issue of such ordinary shares, determine;

 

 • purchase our own ordinary shares (including any redeemable shares) on such terms and in such manner as we may determine and agree with our shareholders; and

134



Table of Contents

 • make a payment in respect of the redemption or purchase of our own ordinary shares in any manner authorized by the Companies Law, including out of our capital, profits or the
proceeds of a fresh issue of ordinary shares.

 

Variations of Rights of Shares
 

All or any of the special rights attached to any class of shares may, subject to the provisions of the Companies Law, be varied either with the unanimous written consent of the holders
of the issued shares of that class or with the sanction of a special resolution passed at a general meeting of the holders of the shares of that class.
 

Inspection of Books and Records
 

Holders of our ordinary shares have no general right under Cayman Islands law to inspect or obtain copies of our list of shareholders or our corporate records. However, we will
provide our shareholders with annual audited financial statements. See “Where You Can Find Additional Information.”
 

Changes in Capital
 

We may from time to time by ordinary resolutions:
 

 • increase the share capital by such sum, to be divided into shares of such classes and amount, as the resolution shall prescribe;
 

 • consolidate and divide all or any of our share capital into shares of a larger amount than our existing shares;
 

 • convert all or any of our paid up shares into stock and reconvert that stock into paid up shares of any denomination;
 

 • sub-divide our existing shares, or any of them into shares of a smaller amount that is fixed by the third amended and restated memorandum and articles of association; and
 

 • cancel any shares that, at the date of the passing of the resolution, have not been taken or agreed to be taken by any person and diminish the amount of our share capital by the
amount of the shares so cancelled.

 

Subject to the Companies Law and our third amended and restated memorandum and articles of association with respect to matters to be dealt with by ordinary resolution, we may, by
special resolution, reduce our share capital and any capital redemption reserve in any manner authorized by law.
 

Issuance of Additional Shares
 

Our third amended and restated memorandum of association authorizes our board of directors to issue additional ordinary shares from time to time as our board of directors shall
determine, to the extent there are available authorized but unissued shares.
 

Our third amended and restated memorandum of association authorizes our board of directors to establish from time to time one or more series of preferred shares and to determine,
with respect to any series of preferred shares, the terms and rights of that series, including:
 

 • the designation of the series;
 

 • the number of shares of the series;
 

 • the dividend rights, dividend rates, conversion rights, voting rights; and
 

 • the rights and terms of redemption and liquidation preferences.
 

Our board of directors may issue preferred shares without action by our shareholders to the extent there are available authorized but unissued preferred shares. In addition, the
issuance of preferred shares may be used as an anti-takeover device without further action on the part of the shareholders. Issuance of these shares may dilute the voting power of holders of
ordinary shares.
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Actions Requiring the Approval of a Supermajority of Our Board of Directors
 

Actions require the approval of a supermajority of at least two-thirds of our board of directors, including:
 

 • the appointment or removal of either our chief executive officer or chief financial officer;
 

 • any anti-takeover action in response to a takeover attempt;
 

 • any merger resulting in our shareholders immediately prior to such merger holding less than a majority of the voting power of the outstanding share capital of the surviving
business entity;

 

 • the sale or transfer of all or substantially all of our assets; and
 

 • any change in the number of directors on our board of directors.
 

Exempted Company
 

We are an exempted company with limited liability under the Companies Law. The Companies Law distinguishes between ordinary resident companies and exempted companies.
Any company that is registered in the Cayman Islands but conducts business mainly outside of the Cayman Islands may apply to be registered as an exempted company. The requirements for
an exempted company are essentially the same as for an ordinary company except for the exemptions and privileges listed below:
 

 • an exempted company does not have to file an annual return of its shareholders with the Registrar of Companies;
 

 • an exempted company’s register of members is not open to inspection;
 

 • an exempted company does not have to hold an annual general meeting;
 

 • an exempted company may issue negotiable or bearer shares or shares with no par value;
 

 • an exempted company may obtain an undertaking against the imposition of any future taxation (such undertakings are usually given for 20 years in the first instance);
 

 • an exempted company may register by way of continuation in another jurisdiction and be deregistered in the Cayman Islands;
 

 • an exempted company may register as a limited duration company; and
 

 • an exempted company may register as a segregated portfolio company.
 

“Limited liability” means that the liability of each shareholder is limited to the amount unpaid by the shareholder on the shares of the company. We are subject to reporting and other
informational requirements of the Exchange Act, as applicable to foreign private issuers. We currently intend to comply with NYSE rules, in lieu of following home country practice after the
closing of our initial public offering. NYSE rules require that every company traded on the NYSE hold an annual general meeting of shareholders. In addition, our third amended and restated
articles of association, which, upon receiving the requisite shareholder approval, are expected to become effective immediately upon the closing of this offering, will allow directors or
shareholders to call special shareholder meetings pursuant to the procedures set forth in such articles. We believe that the differences with respect to our being a Cayman Islands exempted
company as opposed to a Delaware corporation do not pose additional material risks to investors, other than the risks described under “Risk Factors — Risks Related to This Offering.”
 

Differences in Corporate Law
 

The Companies Law is modeled after that of English law but does not follow many recent English law statutory enactments. In addition, the Companies Law differs from laws
applicable to United States corporations and their shareholders. Set forth below is a summary of the significant differences between the provisions of the Companies Law applicable to us and
the laws applicable to companies incorporated in the United States and their shareholders.
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Mergers and Similar Arrangements
 

The Companies Law permits mergers and consolidations between Cayman Islands companies and between Cayman Islands companies and non-Cayman Islands companies. For these
purposes, (a) “merger” means the merging of two or more constituent companies and the vesting of their undertaking, property and liabilities in one of such companies as the surviving
company and (b) a “consolidation” means the combination of two or more constituent companies into a consolidated company and the vesting of the undertaking, property and liabilities of
such companies to the consolidated company. In order to effect such a merger or consolidation, the directors of each constituent company must approve a written plan of merger or
consolidation, which must then be authorized by either (i) a special resolution of the shareholders of each constituent company voting together as one class if the shares to be issued to each
shareholder in the consolidated or surviving company will have the same rights and economic value as the shares held in the relevant constituent company or (ii) a shareholder resolution of
each constituent company passed by a majority in number representing 75% in value of the shareholders voting together as one class. The plan of merger or consolidation must be filed with
the Registrar of Companies together with a declaration as to the solvency of the consolidated or surviving company, a list of the assets and liabilities of each constituent company and an
undertaking that a copy of the certificate of merger or consolidation will be given to the members and creditors of each constituent company and published in the Cayman Islands Gazette.
Dissenting shareholders have the right to be paid the fair value of their shares (which, if not agreed between the parties, will be determined by the Cayman Islands court) if they follow the
required procedures, subject to certain exceptions. Court approval is not required for a merger or consolidation which is effected in compliance with these statutory procedures.
 

In addition, there are statutory provisions that facilitate the reconstruction and amalgamation of companies, provided that the arrangement is approved by a majority in number of
each class of shareholders and creditors with whom the arrangement is to be made, and who must in addition represent three-fourths in value of each such class of shareholders or creditors,
as the case may be, that are present and voting either in person or by proxy at a meeting, or meetings, convened for that purpose. The convening of the meetings and subsequently the
arrangement must be sanctioned by the Grand Court of the Cayman Islands. While a dissenting shareholder has the right to express to the court the view that the transaction ought not be
approved, the court can be expected to approve the arrangement if it determines that:
 

 • the statutory provisions as to the dual majority vote have been met;
 

 • the shareholders have been fairly represented at the meeting in question;
 

 • the arrangement is such that a businessman would reasonably approve; and
 

 • the arrangement is not one that would more properly be sanctioned under some other provision of the Companies Law.
 

When a take-over offer is made and accepted by holders of 90.0% of the shares (within four months after the making of the offer), the offeror may, within a two month period, require
the holders of the remaining shares to transfer such shares on the terms of the offer. An objection can be made to the Grand Court of the Cayman Islands, but this is unlikely to succeed unless
there is evidence of fraud, bad faith or collusion.
 

If the arrangement and reconstruction is approved, the dissenting shareholder would have no rights comparable to appraisal rights, which would otherwise ordinarily be available to
dissenting shareholders of United States corporations, providing rights to receive payment in cash for the judicially determined value of the shares.
 

Shareholders’ Suits
 

We are not aware of any reported class action or derivative action having been brought in a Cayman Islands court. In principle, we will normally be the proper plaintiff and a
derivative action may not be brought by a minority shareholder. However, based on English authorities, which would in all likelihood be of persuasive authority in the Cayman Islands, there
are exceptions to the foregoing principle, including when:
 

 • a company acts or proposes to act illegally or ultra vires;
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 • the act complained of, although not ultra vires, could be duly effected if authorized by a special or ordinary resolution that has not been obtained; and
 

 • those who control the company are perpetrating a “fraud on the minority.”
 

Indemnification of Directors and Executive Officers and Limitation of Liability
 

Cayman Islands law does not limit the extent to which a company’s articles of association may provide for indemnification of officers and directors, except to the extent any such
provision may be held by the Cayman Islands courts to be contrary to public policy, such as a provision purporting to provide indemnification against civil fraud or the consequences of
committing a crime. Our third amended and restated memorandum and articles of association permit indemnification of officers and directors against all actions, proceedings, costs, charges,
expenses, losses, damages or liabilities incurred or sustained in their capacities as such unless such losses or damages arise from dishonesty, fraud or default of such directors or officers. This
standard of conduct is generally the same as permitted under the Delaware General Corporation Law for a Delaware corporation. In addition, we have entered into indemnification
agreements with our directors and senior executive officers that provide such persons with additional indemnification beyond that provided in our third amended and restated memorandum
and articles of association.
 

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers or persons controlling us under the foregoing provisions, we have
been informed that in the opinion of the SEC such indemnification is against public policy as expressed in the Securities Act and is therefore unenforceable as a matter of United States law.
 

Anti-takeover Provisions in Our Third Amended and Restated Memorandum and Articles of Association
 

Some provisions of our third amended and restated memorandum and articles of association may discourage, delay or prevent a change in control of our company or management that
shareholders may consider favorable, including provisions that authorize our board of directors to issue preferred shares in one or more series and to designate the price, rights, preferences,
privileges and restrictions of such preferred shares without any further vote or action by our shareholders.
 

However, under Cayman Islands law, our directors may only exercise the rights and powers granted to them under our third amended and restated memorandum and articles of
association, as amended and restated from time to time, for what they believe in good faith to be in the best interests of our company.
 

Directors’ Fiduciary Duties
 

Under Delaware corporate law, a director of a Delaware corporation has a fiduciary duty to the corporation and its shareholders. This duty has two components: the duty of care and
the duty of loyalty. The duty of care requires that a director act in good faith, with the care that an ordinarily prudent person would exercise under similar circumstances. Under this duty, a
director must inform himself of, and disclose to shareholders, all material information reasonably available regarding a significant transaction. The duty of loyalty requires that a director act
in a manner he reasonably believes to be in the best interests of the corporation. He must not use his corporate position for personal gain or advantage. This duty prohibits self-dealing by a
director and mandates that the best interest of the corporation and its shareholders take precedence over any interest possessed by a director, officer or controlling shareholder and not shared
by the shareholders generally. In general, actions of a director are presumed to have been made on an informed basis, in good faith and in the honest belief that the action taken was in the
best interests of the corporation. However, this presumption may be rebutted by evidence of a breach of one of the fiduciary duties. Should such evidence be presented concerning a
transaction by a director, a director must prove the procedural fairness of the transaction, and that the transaction was of fair value to the corporation.
 

As a matter of Cayman Islands law, a director of a Cayman Islands company is in the position of a fiduciary with respect to the company and, therefore, he owes the following duties
to the company — a duty to act bona fide in the best interests of the company, a duty not to make a profit based on his position as director (unless the company permits him to do so) and a
duty not to put himself in a position where the interests of the company conflict with his personal interest or his duty to a third party. A director of a Cayman Islands company owes to the
company a duty to
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act with skill and care. It was previously thought that a director need not exhibit in the performance of his duties a greater degree of skill than may reasonably be expected from a person of
his knowledge and experience. However, English and Commonwealth courts have moved away from this subjective standard and towards an objective, reasonable director standard with
regard to the required skill and care and these authorities, objective approach is likely to be followed in the Cayman Islands.
 

Shareholder Action by Written Consent
 

Under the Delaware General Corporation Law, a corporation may eliminate the right of shareholders to act by written consent through amendment to its certificate of incorporation.
Cayman Islands law and our third amended and restated articles of association provide that shareholders may approve corporate matters by way of a unanimous written resolution signed by
or on behalf of each shareholder who would have been entitled to vote on such matter at a general meeting without a meeting being held.
 

Shareholder Proposals
 

Under the Delaware General Corporation Law, a shareholder has the right to put any proposal before the shareholders at the annual meeting, provided that such shareholder complies
with the notice provisions in the governing documents. A special meeting may be called by the board of directors or any other person authorized to do so in the governing documents, but
shareholders may be precluded from calling special meetings.
 

Cayman Islands law and our third amended and restated articles of association allow our shareholders holding not less than 10.0% of the paid up voting share capital of the Company
to require the company to call a shareholder’s meeting. As an exempted Cayman Islands company, we are not obliged by law to call shareholders’ annual general meetings. However, our
third amended and restated articles of association require us to call such meetings.
 

Cumulative Voting
 

Under the Delaware General Corporation Law, cumulative voting for elections of directors is not permitted unless the corporation’s certificate of incorporation specifically provides
for it. Cumulative voting potentially facilitates the representation of minority shareholders on a board of directors since it permits a minority shareholder to cast all the votes to which such
shareholder is entitled on a single director, which increases such shareholder’s voting power with respect to electing such director. There are no prohibitions in relation to cumulative voting
under the laws of the Cayman Islands, but our third amended and restated articles of association do not provide for cumulative voting. As a result, our shareholders are not afforded any less
protections or rights on this issue than shareholders of a Delaware corporation.
 

Removal of Directors
 

Under the Delaware General Corporation Law, a director of a corporation with a classified board may be removed only for cause with the approval of a majority of the outstanding
shares entitled to vote, unless the certificate of incorporation provides otherwise. Under our third amended and restated articles of association, directors can be removed without cause, but
only by the vote of holders of two-thirds of our shares, cast at a general meeting, or by the unanimous written resolution of all shareholders, or with cause, by the ordinary resolution or the
unanimous written resolution of all shareholders.
 

Transactions with Interested Shareholders
 

The Delaware General Corporation Law contains a business combination statute applicable to Delaware public corporations whereby, unless the corporation has specifically elected
not to be governed by such statute by amendment to its certificate of incorporation, it is prohibited from engaging in certain business combinations with an “interested shareholder” for three
years following the date that such person becomes an interested shareholder. An interested shareholder generally is a person or a group who or which owns or has owned 15.0% or more of
the target’s outstanding voting stock within the past three years. This has the effect of limiting the ability of a potential acquirer to make a two-tiered bid for the target in which all
shareholders would not be treated equally. The statute does not apply if, among other things, prior to the date on which such shareholder becomes an interested shareholder, the board of
directors approves either the business combination or the transaction which resulted in the
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person becoming an interested shareholder. This encourages any potential acquirer of a Delaware public corporation to negotiate the terms of any acquisition transaction with the target’s
board of directors.
 

Cayman Islands law has no comparable statute. As a result, we cannot avail ourselves of the types of protections afforded by the Delaware business combination statute. However,
although Cayman Islands law does not regulate transactions between a company and its significant shareholders, it does provide that such transactions must be entered into bona fide in the
best interests of the company and not with the effect of constituting a fraud on the minority shareholders.
 

Dissolution; Winding up
 

Under the Delaware General Corporation Law, unless the board of directors approves the proposal to dissolve, dissolution must be approved by shareholders holding 100% of the
total voting power of the corporation. Only if the dissolution is initiated by the board of directors may it be approved by a simple majority of the corporation’s outstanding shares. Delaware
law allows a Delaware corporation to include in its certificate of incorporation a supermajority voting requirement in connection with dissolutions initiated by the board. Under the
Companies Law of the Cayman Islands and our third amended and restated articles of association, our company may be dissolved, liquidated or wound up by the vote of holders of two-thirds
of our shares voting at a meeting or the unanimous written resolution of all shareholders or by an ordinary resolution on the basis that we are unable to pay our debts as they fall due.
 

Variation of Rights of Shares
 

Under the Delaware General Corporation Law, a corporation may vary the rights of a class of shares with the approval of a majority of the outstanding shares of such class, unless the
certificate of incorporation provides otherwise. Under Cayman Islands law and our third amended and restated articles of association, if our share capital is divided into more than one class
of shares, we may vary the rights attached to any class only with the vote at a class meeting of holders of two-thirds of the shares of such class or unanimous written resolution of all
shareholders of that class.
 

Amendment of Governing Documents
 

Under the Delaware General Corporation Law, a corporation’s governing documents may be amended with the approval of a majority of the outstanding shares entitled to vote, unless
the certificate of incorporation provides otherwise. As permitted by Cayman Islands law, our third amended and restated memorandum and articles of association may only be amended with
a special resolution at a meeting or the unanimous written resolution of all shareholders.
 

Rights of Non-resident or Foreign Shareholders
 

There are no limitations imposed by our third amended and restated memorandum and articles of association on the rights of non-resident or foreign shareholders to hold or exercise
voting rights on our shares. In addition, there are no provisions in our third amended and restated memorandum and articles of association governing the ownership threshold above which
shareholder ownership must be disclosed.
 

History of Securities Issuances
 

The following is a summary of our securities issuances since our inception in November 2007.
 

Ordinary Shares
 

On March 8, 2008, we issued a total of 49,999,900 ordinary shares to certain of our officers, directors and other minority shareholders in connection with our incorporation for an
aggregate subscription amount of US$4,999.99.
 

On August 18, 2008, we issued a total of 21,184,600 ordinary shares to certain of our officers in connection with the exercise of share options for an aggregate subscription amount of
US$16,735,834.
 

On November 17, 2009, we effected a share split whereby all of our issued and outstanding 704,281 ordinary shares of a par value of US$0.01 per share were split into 70,428,100
ordinary shares of US$0.0001 par value per share and the number of our authorized ordinary shares were increased from 4,500,000 to 450,000,000.
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Convertible Loan and Preferred Shares
 

On November 16, 2007, pursuant to the Convertible Loan Agreement dated as of November 16, 2007, our predecessor, OMS, issued two convertible loan promissory notes to the
Carlyle Entities for total consideration of US$5.0 million. The proceeds from the issuance of the convertible loan promissory notes were primarily used to fund the growth of OMS. On
April 3, 2008, pursuant to the Series A Preferred Shares Subscription Agreement dated as of February 5, 2008, as amended on April 2, 2008 and on October 20, 2008, we issued a total of
81,952 Series A contingently redeemable convertible preferred shares to the Carlyle Entities and CICC Sun Company Limited for total consideration of US$10.0 million and the conversion
of the two convertible loan promissory notes issued to the Carlyle Entities by OMS on November 16, 2007 plus accrued interest. The proceeds from the issuance of Series A contingently
redeemable convertible preferred shares were primarily used to fund our growth. Also, on June 18, 2008, we re-designated 756,500 ordinary shares as 7,565 Series A contingently
redeemable convertible preferred shares, which were transferred by Notable Enterprise Limited, a British Virgin Islands company controlled by Ms. Bona Lau, to the CICC Sun Company
Limited as part of the issuance of our Series A contingently redeemable convertible preferred shares.
 

On April 10, 2008, pursuant to the Convertible Loan Agreement dated as of April 10, 2008, we issued two convertible loan promissory notes to the Carlyle Entities for total
consideration of US$20.0 million. On July 30, 2008, we issued a total of 87,425 Series A contingently redeemable convertible preferred shares to the Carlyle Entities as a result of the
conversion of the convertible loan promissory notes issued by us on April 10, 2008 plus accrued interest. The proceeds from the issuance of the convertible loan promissory notes were
primarily used to fund our growth.
 

On October 20, 2008, pursuant to the Series B Preferred Shares Subscription Agreement, dated as of October 10, 2008, as amended on October 20, 2008, we issued a total of 233,332
Series B contingently redeemable convertible preferred shares to the Carlyle Entities, Starr Investments Cayman II, Inc. and CICC Sun Company Limited for total consideration of
US$60 million. The proceeds from the issuance of Series B contingently redeemable convertible preferred shares were primarily used to fund our growth.
 

In connection with the issuance of our Series B contingently redeemable convertible preferred shares, certain of our directors and principal shareholders have entered into an
agreement to provide each of CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP III Co-Investment, L.P. and Starr Investments Cayman II, Inc., or the preferred
shareholders, with a right to adjust their shareholding in our company based on our results of operations in 2008 and 2009. This performance adjustment provision specifies that in the event
our results of operations are less than certain predefined amounts, these directors and principal shareholders will transfer a certain portion of their ordinary shares in our company to the
preferred shareholders. As security for this performance adjustment provision, these directors or principal shareholders have pledged a certain percentage of their ordinary shares in our
company to the preferred shareholders. The pledged shares will be released after our results of operations for 2009 are determined or upon the occurrence of this offering. On November 6,
2009, pursuant to the share charge agreements, certain of our directors or principal shareholders have transferred an aggregate of 3,493,000 ordinary shares to the preferred shareholders.
 

Our directors or principal shareholders have also entered into share charge agreements that pledge a certain portion of their ordinary shares to the preferred shareholders against the
occurrence of any dispute or litigation in connection with any acquisition by us or our subsidiaries which had been consummated prior to the closing of our issuance of Series B contingently
redeemable convertible preferred shares. These share charge agreements will terminate on November 10, 2014 or upon the occurrence of certain other conditions specified in the relevant
share charge agreement. See “Principal and Selling Shareholders” for additional information as to the ordinary shares pledged by our directors or principal shareholders. On November 6,
2009, pursuant to the share charge agreements, certain of our directors or principal shareholders have transferred an aggregate of 3,493,000 ordinary shares to the preferred shareholders.
 

Share Options
 

On November 17, 2007, OMS, the predecessor of our company, adopted a share option plan, or the OMS option plan, pursuant to which OMS granted to three of its executive
directors, Mr. Haifeng Liu, Mr. Jianyu Yang
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and Mr. Steve Sun, or the OMS grantees, options to purchase a total of up to 25,000,000 ordinary shares, or the OMS share options, to purchase the ordinary shares of OMS at an exercise
price of US$0.80 per share, which the board of OMS determined to become vested upon the satisfaction of a number of performance conditions that related to the completion of the OMS
reorganization, achievement of net profit target of OMS, and the raising of new financing. The exercise price was the equivalent of US$80.00 per share in our company giving effect to the
OMS reorganization and the share exchange from Ascendium to our company at a rate of 10 shares in our company to one share in Ascendium. The OMS share options were exercisable
from the date of completion of the 2007 audited consolidated financial statements of OMS to December 31, 2008 and were transferrable to any individuals designated by the OMS grantees.
 

On August 18, 2008, the board of directors of OMS contemplated that the OMS grantees had achieved certain performance conditions outlined in the OMS option plan. However, as
the capital structure of our company had changed at that time such that we had replaced OMS as the ultimate holding company of our subsidiaries, the board of directors of OMS resolved
that the OMS option plan would be settled in vested options to purchase 21,184,600 ordinary shares to purchase shares of our company, with each option having an exercise price of US$0.79
exercisable before December 31, 2008. On the same day, two of the OMS grantees, Mr. Jianyu Yang and Mr. Steve Sun, exercised their respective options to purchase an aggregate of
6,355,400 ordinary shares of our company, with total proceeds from such exercise received by us amounting to approximately RMB34.4 million (US$5.0 million). We recorded share-based
compensation expense of approximately RMB49.5 million in 2007 related to these options granted, which was recorded in general and administrative expenses. The third OMS grantee,
Mr. Haifeng Liu, sold all of his vested options to purchase 14,829,200 ordinary shares of our company to three former directors of China Medstar who are now our directors and executive
officers as employment incentive for such directors. The three executive directors subsequently exercised the vested options with total proceeds from such exercise received by us amounting
to approximately US$11.7 million. Given the transfer of the OMS share options to the three directors was provided as an employment incentive, we recorded additional share-based
compensation expense of approximately RMB4.2 million (US$0.6 million) in 2008, which was recorded in general and administrative expenses.
 

We have adopted a 2008 share incentive plan on October 16, 2008, which was subsequently amended on November 17, 2009 to increase the number of ordinary shares that may be
granted under the plan. We have not granted any options to purchase our ordinary shares under our 2008 share incentive plan.
 

For additional information as to the issuance of our share options, see “Management — Share Incentive Plans.”
 

Registration Rights
 

Pursuant to our current shareholder agreement entered into on October 20, 2008 and as amended on November 17, 2009, we have granted the Carlyle Entities, Starr Investments
Cayman II, Inc., CICC Sun Company Limited and Perfect Key Holdings certain registration rights. No later than 181 days after this initial public offering or the expiration of the lock-up
agreements entered into in connection with this public offering, whichever date is later, we shall file a shelf registration statement with the SEC covering the resale of all of our registrable
securities held by the Carlyle Entities, Starr Investments Cayman II, Inc., CICC Sun Company Limited and Perfect Key Holdings. We shall use our best efforts to cause such shelf
registration statement to become effective on or prior to the 180th day following the completion of this initial public offering and to keep such shelf registration statement in effect until all of
the registrable securities held by each of the Carlyle Entities, Starr Investments Cayman II, Inc., CICC Sun Company Limited and Perfect Key Holdings have been resold. We shall pay all
registration expenses incurred in connection with the foregoing.
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DESCRIPTION OF AMERICAN DEPOSITARY SHARES
 

American Depositary Receipts
 

JPMorgan Chase Bank, N.A., as depositary will issue the ADSs which you will be entitled to receive in this offering. Each ADS will represent an ownership interest           in ordinary
share which we will deposit with the custodian, as agent of the depositary, under the deposit agreement among ourselves, the depositary and yourself as an ADR holder. In the future, each
ADS will also represent any securities, cash or other property deposited with the depositary but which they have not distributed directly to you. Unless specifically requested by you, all
ADSs will be issued on the books of our depositary in book-entry form and periodic statements will be mailed to you which reflect your ownership interest in such ADSs. In our description,
references to American depositary receipts or ADRs shall include the statements you will receive which reflect your ownership of ADSs.
 

The depositary’s office is located at 4 New York Plaza, New York, NY 10004.
 

You may hold ADSs either directly or indirectly through your broker or other financial institution. If you hold ADSs directly, by having an ADS registered in your name on the books
of the depositary, you are an ADR holder. This description assumes that you hold your ADSs directly. If you hold the ADSs through your broker or financial institution nominee, you must
rely on the procedures of such broker or financial institution to assert the rights of an ADR holder described in this section. You should consult with your broker or financial institution to find
out what those procedures are.
 

As an ADR holder, we will not treat you as a shareholder of ours and you will not have any shareholder rights. Cayman Island law governs shareholder rights. Because the depositary
or its nominee will be the shareholder of record for the shares represented by all outstanding ADSs, shareholder rights rest with such record holder. Your rights are those of an ADR holder.
Such rights derive from the terms of the deposit agreement to be entered into among us, the depositary and all registered holders from time to time of ADSs issued under the deposit
agreement. The obligations of the depositary and its agents are also set out in the deposit agreement. Because the depositary or its nominee will actually be the registered owner of the
ordinary shares, you must rely on it to exercise the rights of a shareholder on your behalf. The deposit agreement and the ADSs are governed by laws of the State of New York.
 

The following is a summary of the material terms of the deposit agreement. Because it is a summary, it does not contain all the information that may be important to you. For more
complete information, you should read the entire deposit agreement and the form of ADR which contains the terms of your ADSs. You can read a copy of the deposit agreement which is
filed as an exhibit to the registration statement of which this prospectus forms a part. You may also obtain a copy of the deposit agreement at the SEC’s Public Reference Room which is
located at 100 F Street, NE, Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-732-0330. You may also find
the registration statement and the attached deposit agreement on the SEC’s website at http://www.sec.gov.
 

Share Dividends and Other Distributions
 

How will I receive dividends and other distributions on the shares underlying my ADSs?
 

We may make various types of distributions with respect to our securities. The depositary has agreed that, to the extent practicable, it will pay to you the cash dividends or other
distributions it or the custodian receives on shares or other deposited securities, after converting any cash received into U.S. dollars and, in all cases, making any necessary deductions
provided for in the deposit agreement. You will receive these distributions in proportion to the number of underlying securities that your ADSs represent.
 

Except as stated below, the depositary will deliver such distributions to ADR holders in proportion to their interests in the following manner:
 

Cash.  The depositary will distribute any U.S. dollars available to it resulting from a cash dividend or other cash distribution or the net proceeds of sales of any other distribution or
portion thereof (to the extent applicable), on an averaged or other practicable basis, subject to (i) appropriate adjustments for taxes withheld, (ii) such distribution being impermissible or
impracticable with respect to certain registered ADR holders, and (iii) deduction of the depositary’s expenses in (1) converting any foreign currency to U.S. dollars to the extent that it
determines that such
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conversion may be made on a reasonable basis, (2) transferring foreign currency or U.S. dollars to the United States by such means as the depositary may determine to the extent that it
determines that such transfer may be made on a reasonable basis, (3) obtaining any approval or license of any governmental authority required for such conversion or transfer, which is
obtainable at a reasonable cost and within a reasonable time and (4) making any sale by public or private means in any commercially reasonable manner. If exchange rates fluctuate during a
time when the depositary cannot convert a foreign currency, you may lose some or all of the value of the distribution.
 

Shares.  In the case of a distribution in shares, the depositary will issue additional ADRs to evidence the number of ADSs representing such shares. Only whole ADSs will be issued.
Any shares which would result in fractional ADSs will be sold and the net proceeds will be distributed in the same manner as cash to the ADR holders entitled thereto.
 

Rights to receive additional shares.  In the case of a distribution of rights to subscribe for additional shares or other rights, if we provide evidence satisfactory to the depositary that it
may lawfully distribute such rights, the depositary will distribute warrants or other instruments in the discretion of the depositary representing such rights. However, if we do not furnish such
evidence, the depositary may:
 

 • sell such rights if practicable and distribute the net proceeds in the same manner as cash to the ADR holders entitled thereto; or
 

 • if it is not practicable to sell such rights, do nothing and allow such rights to lapse, in which case ADR holders will receive nothing.
 

We have no obligation to file a registration statement under the Securities Act in order to make any rights available to ADR holders.
 

Other Distributions.  In the case of a distribution of securities or property other than those described above, the depositary may either (i) distribute such securities or property in any
manner it deems equitable and practicable or (ii) to the extent the depositary deems distribution of such securities or property not to be equitable and practicable, sell such securities or
property and distribute any net proceeds in the same way it distributes cash.
 

If the depositary determines that any distribution described above is not practicable with respect to any specific registered ADR holder, the depositary may choose any method of
distribution that it deems practicable for such ADR holder, including the distribution of foreign currency, securities or property, or it may retain such items, without paying interest on or
investing them, on behalf of the ADR holder as deposited securities, in which case the ADSs will also represent the retained items.
 

Any U.S. dollars will be distributed by checks drawn on a bank in the United States for whole dollars and cents. Fractional cents will be withheld without liability and dealt with by
the depositary in accordance with its then current practices.
 

The depositary is not responsible if it decides that it is unlawful or impractical to make a distribution available to any ADR holders.
 

There can be no assurance that the depositary will be able to convert any currency at a specified exchange rate or sell any property, rights, shares or other securities at a specified
price, nor that any of such transactions can be completed within a specified time period.
 

Deposit, Withdrawal and Cancellation
 

How does the depositary issue ADSs?
 

The depositary will issue ADSs if you or your broker deposit shares or evidence of rights to receive shares with the custodian and pay the fees and expenses owing to the depositary
in connection with such issuance. In the case of the ADSs to be issued under this prospectus, we will arrange with the underwriters named herein to deposit such shares.
 

Shares deposited in the future with the custodian must be accompanied by certain delivery documentation, including instruments showing that such shares have been properly
transferred or endorsed to the person on whose behalf the deposit is being made.
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The custodian will hold all deposited shares (including those being deposited by or on our behalf in connection with this offering) for the account of the depositary. ADR holders thus
have no direct ownership interest in the shares and only have such rights as are contained in the deposit agreement. The custodian will also hold any additional securities, property and cash
received on or in substitution for the deposited shares. The deposited shares and any such additional items are referred to as “deposited securities”.
 

Upon each deposit of shares, receipt of related delivery documentation and compliance with the other provisions of the deposit agreement, including the payment of the fees and
charges of the depositary and any taxes or other fees or charges owing, the depositary will issue an ADR or ADRs in the name or upon the order of the person entitled thereto evidencing the
number of ADSs to which such person is entitled. All of the ADSs issued will, unless specifically requested to the contrary, be part of the depositary’s direct registration system, and a
registered holder will receive periodic statements from the depositary which will show the number of ADSs registered in such holder’s name. An ADR holder can request that the ADSs not
be held through the depositary’s direct registration system and that a certificated ADR be issued.
 

How do ADR holders cancel an ADS and obtain deposited securities?
 

When you turn in your ADR certificate at the depositary’s office, or when you provide proper instructions and documentation in the case of direct registration ADSs, the depositary
will, upon payment of certain applicable fees, charges and taxes, deliver the underlying shares to you or upon your written order. In the case of certificated ADSs, delivery will be made at the
custodian’s office. At your risk, expense and request, the depositary may deliver deposited securities at such other place as you may request.
 

The depositary may only restrict the withdrawal of deposited securities in connection with:
 

 • temporary delays caused by closing our transfer books or those of the depositary or the deposit of shares in connection with voting at a shareholders’ meeting, or the payment of
dividends;

 

 • the payment of fees, taxes and similar charges; or
 

 • compliance with any U.S. or foreign laws or governmental regulations relating to the ADRs or to the withdrawal of deposited securities.
 

This right of withdrawal may not be limited by any other provision of the deposit agreement.
 

Record Dates
 

The depositary may, after consultation with us if practicable, fix record dates for the determination of the registered ADR holders who will be entitled (or obligated, as the case may
be):
 

 • to receive any distribution on or in respect of shares,
 

 • to give instructions for the exercise of voting rights at a meeting of holders of shares, or
 

 • to pay the fee assessed by the depositary for administration of the ADR program and for any expenses as provided for in the ADR,
 

 • to receive any notice or to act in respect of other matters all subject to the provisions of the deposit agreement.
 

Voting Rights
 

How do I vote?
 

If you are an ADR holder and the depositary asks you to provide it with voting instructions, you may instruct the depositary how to exercise the voting rights for the shares which
underlie your ADSs. As soon as practicable after receiving notice of any meeting or solicitation of consents or proxies from us, the depositary will distribute to the registered ADR holders a
notice stating such information as is contained in the voting materials received by the depositary and describing how you may instruct the depositary to exercise the voting rights for the
shares which underlie your ADSs, including instructions for giving a discretionary proxy to a person designated by us. For instructions to be valid, the depositary must receive them in the
manner and on or before the date specified. The

145



Table of Contents

depositary will try, as far as is practical, subject to the provisions of and governing the underlying shares or other deposited securities, to vote or to have its agents vote the shares or other
deposited securities as you instruct.
 

The depositary will only vote or attempt to vote as you instruct. The depositary will not itself exercise any voting discretion. Furthermore, neither the depositary nor its agents are
responsible for any failure to carry out any voting instructions, for the manner in which any vote is cast or for the effect of any vote.
 

There is no guarantee that you will receive voting materials in time to instruct the depositary to vote and it is possible that you, or persons who hold their ADSs through brokers,
dealers or other third parties, will not have the opportunity to exercise a right to vote.
 

Reports and Other Communications
 

Will ADR holders be able to view our reports?
 

The depositary will make available for inspection by ADR holders at the offices of the depositary and the custodian the deposit agreement, the provisions of or governing deposited
securities, and any written communications from us which are both received by the custodian or its nominee as a holder of deposited securities and made generally available to the holders of
deposited securities.
 

Additionally, if we make any written communications generally available to holders of our shares, and we furnish copies thereof (or English translations or summaries) to the
depositary, it will distribute the same to registered ADR holders.
 

Fees and Expenses
 

What fees and expenses will I be responsible for paying?
 

The depositary may charge each person to whom ADSs are issued, including, without limitation, issuances against deposits of shares, issuances in respect of share distributions, rights
and other distributions, issuances pursuant to a stock dividend or stock split declared by us or issuances pursuant to a merger, exchange of securities or any other transaction or event
affecting the ADSs or deposited securities, and each person surrendering ADSs for withdrawal of deposited securities or whose ADRs are cancelled or reduced for any other reason, $5.00 for
each 100 ADSs (or any portion thereof) issued, delivered, reduced, cancelled or surrendered, as the case may be. The depositary may sell (by public or private sale) sufficient securities and
property received in respect of a share distribution, rights and/or other distribution prior to such deposit to pay such charge.
 

The following additional charges shall be incurred by the ADR holders, by any party depositing or withdrawing shares or by any party surrendering ADSs or to whom ADSs are
issued (including, without limitation, issuance pursuant to a stock dividend or stock split declared by us or an exchange of stock regarding the ADRs or the deposited securities or a
distribution of ADSs), whichever is applicable:
 

 • a fee of up to US$1.50 per ADR or ADRs for transfers of certificated or direct registration ADRs;
 

 • a fee of up to US$0.05 per ADS for any cash distribution made pursuant to the deposit agreement;
 

 • a fee of up to US$0.05 per ADS per calendar year (or portion thereof) for services performed by the depositary in administering the ADRs (which fee may be charged on a
periodic basis during each calendar year and shall be assessed against holders of ADRs as of the record date or record dates set by the depositary during each calendar year and
shall be payable in the manner described in the next succeeding provision);

 

 • reimbursement of such fees, charges and expenses as are incurred by the depositary and/or any of the depositary’s agents (including, without limitation, the custodian and
expenses incurred on behalf of holders in connection with compliance with foreign exchange control regulations or any law or regulation relating to foreign investment) in
connection with the servicing of the shares or other deposited securities, the delivery of deposited securities or otherwise in connection with the depositary’s or its custodian’s
compliance with applicable law, rule or regulation (which charge shall be assessed on a proportionate basis against holders as of the record date or dates set by the depositary and
shall be payable at the sole discretion of the depositary by billing such holders or by deducting such charge from one or more cash dividends or other cash distributions);
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 • a fee for the distribution of securities (or the sale of securities in connection with a distribution), such fee being in an amount equal to the fee for the execution and delivery of
ADSs which would have been charged as a result of the deposit of such securities (treating all such securities as if they were shares) but which securities or the net cash proceeds
from the sale thereof are instead distributed by the depositary to those holders entitled thereto;

 

 • stock transfer or other taxes and other governmental charges;
 

 • cable, telex and facsimile transmission and delivery charges incurred at your request in connection with the deposit or delivery of shares;
 

 • transfer or registration fees for the registration of transfer of deposited securities on any applicable register in connection with the deposit or withdrawal of deposited
securities; and

 

 • expenses of the depositary in connection with the conversion of foreign currency into U.S. dollars.
 

We will pay all other charges and expenses of the depositary and any agent of the depositary (except the custodian) pursuant to agreements from time to time between us and the
depositary. The charges described above may be amended from time to time by agreement between us and the depositary.
 

Our depositary has agreed to reimburse us for certain expenses we incur that are related to establishment and maintenance of the ADR program, including investor relations expenses
and exchange application and listing fees. Neither the depositary nor we can determine the exact amount to be made available to us because (i) the number of ADSs that will be issued and
outstanding, (ii) the level of fees to be charged to holders of ADSs and (iii) our reimbursable expenses related to the ADR program are not known at this time. The depositary collects its fees
for issuance and cancellation of ADSs directly from investors depositing shares or surrendering ADSs for the purpose of withdrawal or from intermediaries acting for them. The depositary
collects fees for making distributions to investors by deducting those fees from the amounts distributed or by selling a portion of distributable property to pay the fees. The depositary may
collect its annual fee for depositary services by deduction from cash distributions, or by directly billing investors, or by charging the book-entry system accounts of participants acting for
them. The depositary may generally refuse to provide services to any holder until the fees and expenses owing by such holder for those services or otherwise are paid.
 

Payment of Taxes
 

ADR holders must pay any tax or other governmental charge payable by the custodian or the depositary on any ADS or ADR, deposited security or distribution. If an ADR holder
owes any tax or other governmental charge, the depositary may (i) deduct the amount thereof from any cash distributions, or (ii) sell deposited securities (by public or private sale) and
deduct the amount owing from the net proceeds of such sale. In either case the ADR holder remains liable for any shortfall. Additionally, if any tax or governmental charge is unpaid, the
depositary may also refuse to effect any registration, registration of transfer, split-up or combination of deposited securities or withdrawal of deposited securities until such payment is made.
If any tax or governmental charge is required to be withheld on any cash distribution, the depositary may deduct the amount required to be withheld from any cash distribution or, in the case
of a non-cash distribution, sell the distributed property or securities (by public or private sale) to pay such taxes and distribute any remaining net proceeds to the ADR holders entitled thereto.
 

By holding an ADR or an interest therein, you will be agreeing to indemnify us, the depositary, its custodian and any of our or their respective directors, employees, agents and
affiliates against, and hold each of them harmless from, any claims by any governmental authority with respect to taxes, additions to tax, penalties or interest arising out of any refund of
taxes, reduced rate of withholding at source or other tax benefit obtained.
 

Reclassifications, Recapitalizations and Mergers
 

If we take certain actions that affect the deposited securities, including (i) any change in par value, split-up, consolidation, cancellation or other reclassification of deposited securities
or (ii) any distributions not made to holders of ADRs or (iii) any recapitalization, reorganization, merger, consolidation, liquidation, receivership, bankruptcy or sale of all or substantially all
of our assets, then the depositary may choose to:
 

(1) amend the form of ADR;

147



Table of Contents

(2) distribute additional or amended ADRs;
 

(3) distribute cash, securities or other property it has received in connection with such actions;
 

(4) sell any securities or property received and distribute the proceeds as cash; or
 

(5) none of the above.
 

If the depositary does not choose any of the above options, any of the cash, securities or other property it receives will constitute part of the deposited securities and each ADS will
then represent a proportionate interest in such property.
 

Amendment and Termination
 

How may the deposit agreement be amended?
 

We may agree with the depositary to amend the deposit agreement and the ADSs without your consent for any reason. ADR holders must be given at least 30 days notice of any
amendment that imposes or increases any fees or charges (other than stock transfer or other taxes and other governmental charges, transfer or registration fees, cable, telex or facsimile
transmission costs, delivery costs or other such expenses), or otherwise prejudices any substantial existing right of ADR holders. Such notice need not describe in detail the specific
amendments effectuated thereby, but must give ADR holders a means to access the text of such amendment. If an ADR holder continues to hold an ADR or ADRs after being so notified,
such ADR holder is deemed to agree to such amendment and to be bound by the deposit agreement as so amended. Notwithstanding the foregoing, if any governmental body or regulatory
body should adopt new laws, rules or regulations which would require amendment or supplement of the deposit agreement or the form of ADR to ensure compliance therewith, we and the
depositary may amend or supplement the deposit agreement and the ADR at any time in accordance with such changed laws, rules or regulations, which amendment or supplement may take
effect before a notice is given or within any other period of time as required for compliance. No amendment, however, will impair your right to surrender your ADSs and receive the
underlying securities, except in order to comply with mandatory provisions of applicable law.
 

How may the deposit agreement be terminated?
 

The depositary may, and shall at our written direction, terminate the deposit agreement and the ADRs by mailing notice of such termination to the registered holders of ADRs at least
30 days prior to the date fixed in such notice for such termination; provided, however, if the depositary shall have (i) resigned as depositary under the deposit agreement, notice of such
termination by the depositary shall not be provided to registered holders unless a successor depositary shall not be operating under the deposit agreement within 45 days of the date of such
resignation, and (ii) been removed as depositary under the deposit agreement, notice of such termination by the depositary shall not be provided to registered holders of ADRs unless a
successor depositary shall not be operating under the deposit agreement on the 90th day after our notice of removal was first provided to the depositary. After termination, the depositary’s
only responsibility will be (i) to deliver deposited securities to ADR holders who surrender their ADRs, and (ii) to hold or sell distributions received on deposited securities. As soon as
practicable after the expiration of six months from the termination date, the depositary will sell the deposited securities which remain and hold the net proceeds of such sales (as long as it
may lawfully do so), without liability for interest, in trust for the ADR holders who have not yet surrendered their ADRs. After making such sale, the depositary shall have no obligations
except to account for such proceeds and other cash.
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Limitations on Obligations and Liability to ADR Holders
 

Limits on our obligations and the obligations of the depositary; limits on liability to ADR holders and holders of ADSs
 

Prior to the issue, registration, registration of transfer, split-up, combination, or cancellation of any ADRs, or the delivery of any distribution in respect thereof, and from time to time,
we or the depositary or its custodian may require:
 

 • payment with respect thereto of (i) any stock transfer or other tax or other governmental charge, (ii) any stock transfer or registration fees in effect for the registration of transfers
of shares or other deposited securities upon any applicable register and (iii) any applicable fees and expenses described in the deposit agreement;

 

 • the production of proof satisfactory to it of (i) the identity of any signatory and genuineness of any signature and (ii) such other information, including without limitation,
information as to citizenship, residence, exchange control approval, beneficial ownership of any securities, compliance with applicable law, regulations, provisions of or
governing deposited securities and terms of the deposit agreement and the ADRs, as it may deem necessary or proper; and

 

 • compliance with such regulations as the depositary may establish consistent with the deposit agreement.
 

The issuance of ADRs, the acceptance of deposits of shares, the registration, registration of transfer, split-up or combination of ADRs or the withdrawal of shares, may be suspended,
generally or in particular instances, when the ADR register or any register for deposited securities is closed or when any such action is deemed advisable by the depositary; provided that the
ability to withdrawal shares may only be limited under the following circumstances: (i) temporary delays caused by closing transfer books of the depositary or our transfer books or the
deposit of shares in connection with voting at a shareholders’ meeting, or the payment of dividends, (ii) the payment of fees, taxes, and similar charges, and (iii) compliance with any laws or
governmental regulations relating to ADRs or to the withdrawal of deposited securities.
 

The deposit agreement expressly limits the obligations and liability of the depositary, ourselves and our respective agents. Neither we nor the depositary nor any such agent will be
liable if:
 

 • any present or future law, rule, regulation, fiat, order or decree of the United States, the Cayman Islands, The People’s Republic of China (including the Hong Kong Special
Administrative Region, the People’s Republic of China) or any other country, or of any governmental or regulatory authority or securities exchange or market or automated
quotation system, the provisions of or governing any deposited securities, any present or future provision of our charter, any act of God, war, terrorism or other circumstance
beyond our, the depositary’s or our respective agents’ control shall prevent, delay or subject to any civil or criminal penalty any act which the deposit agreement or the ADRs
provide shall be done or performed by us, the depositary or our respective agents (including, without limitation, voting);

 

 • it exercises or fails to exercise discretion under the deposit agreement or the ADR;
 

 • it performs its obligations under the deposit agreement and ADRs without gross negligence or bad faith;
 

 • it takes any action or refrains from taking any action in reliance upon the advice of or information from legal counsel, accountants, any person presenting shares for deposit, any
registered holder of ADRs, or any other person believed by it to be competent to give such advice or information; or

 

 • it relies upon any written notice, request, direction or other document believed by it to be genuine and to have been signed or presented by the proper party or parties.
 

Neither the depositary nor its agents have any obligation to appear in, prosecute or defend any action, suit or other proceeding in respect of any deposited securities or the ADRs. We
and our agents shall only be obligated to appear in, prosecute or defend any action, suit or other proceeding in respect of any deposited securities or the ADRs, which in our opinion may
involve us in expense or liability, if indemnity satisfactory to us against all expense (including fees and disbursements of counsel) and liability is furnished as often as may be required. The
depositary and its agents may fully respond to any and all demands or requests for information maintained by or on its behalf in
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connection with the deposit agreement, any registered holder or holders of ADRs, any ADRs or otherwise related to the deposit agreement or ADRs to the extent such information is
requested or required by or pursuant to any lawful authority, including without limitation laws, rules, regulations, administrative or judicial process, banking, securities or other regulators.
The depositary shall not be liable for the acts or omissions made by any securities depository, clearing agency or settlement system in connection with or arising out of book-entry settlement
of deposited securities or otherwise. Furthermore, the depositary shall not be responsible for, and shall incur no liability in connection with or arising from, the insolvency of any custodian
that is not a branch or affiliate of JPMorgan Chase Bank, N.A.
 

Additionally, none of us, the depositary or the custodian shall be liable for the failure by any registered holder of ADRs or beneficial owner therein to obtain the benefits of credits on
the basis of non-U.S. tax paid against such holder’s or beneficial owner’s income tax liability.
 

Neither we nor the depositary shall incur any liability for any tax consequences that may be incurred by holders or beneficial owners on account of their ownership of ADRs or ADSs.
Neither the depositary nor its agents will be responsible for any failure to carry out any instructions to vote any of the deposited securities, for the manner in which any such vote is cast or for
the effect of any such vote. Neither the depositary nor any of its agents shall be liable to registered holders of ADRs or beneficial owners of interests in ADSs for any indirect, special,
punitive or consequential damages (including, without limitation, lost profits) of any form incurred by any person or entity, whether or not foreseeable and regardless of the type of action in
which such a claim may be brought.
 

The depositary may own and deal in any class of our securities and in ADSs.
 

Disclosure of Interest in ADSs
 

To the extent that the provisions of or governing any deposited securities may require disclosure of or impose limits on beneficial or other ownership of deposited securities, other
shares and other securities and may provide for blocking transfer, voting or other rights to enforce such disclosure or limits, you agree to comply with all such disclosure requirements and
ownership limitations and to comply with any reasonable instructions we may provide in respect thereof. We reserve the right to instruct you to deliver your ADSs for cancellation and
withdrawal of the deposited securities so as to permit us to deal with you directly as a holder of shares and, by holding an ADS or an interest therein, you will be agreeing to comply with
such instructions.
 

Books of Depositary
 

The depositary or its agent will maintain a register for the registration, registration of transfer, combination and split-up of ADRs, which register shall include the depositary’s direct
registration system. Registered holders of ADRs may inspect such records at the depositary’s office at all reasonable times, but solely for the purpose of communicating with other holders in
the interest of the business of our company or a matter relating to the deposit agreement. Such register may be closed from time to time, when deemed expedient by the depositary.
 

The depositary will maintain facilities for the delivery and receipt of ADRs.
 

Pre-release of ADSs
 

In its capacity as depositary, the depositary shall not lend shares or ADSs; provided, however, that the depositary may (i) issue ADSs prior to the receipt of shares and (ii) deliver
shares prior to the receipt of ADSs for withdrawal of deposited securities, including ADSs which were issued under (i) above but for which shares may not have been received (each such
transaction a “pre-release”). The depositary may receive ADSs in lieu of shares under (i) above (which ADSs will promptly be canceled by the depositary upon receipt by the depositary) and
receive shares in lieu of ADSs under (ii) above. Each such pre-release will be subject to a written agreement whereby the person or entity (the “applicant”) to whom ADSs or shares are to be
delivered (a) represents that at the time of the pre-release the applicant or its customer owns the shares or ADSs that are to be delivered by the applicant under such pre-release, (b) agrees to
indicate the depositary as owner of such shares or ADSs in its records and to hold such shares or ADSs in trust for the depositary until such shares or ADSs are delivered to the depositary or
the custodian, (c) unconditionally guarantees to deliver to the depositary or the custodian, as applicable, such shares or ADSs, and (d) agrees to any additional restrictions or requirements
that the depositary deems appropriate. Each such pre-release will be at all times fully collateralized with cash, U.S. government securities or such other collateral as the
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depositary deems appropriate, terminable by the depositary on not more than five (5) business days’ notice and subject to such further indemnities and credit regulations as the depositary
deems appropriate. The depositary will normally limit the number of ADSs and shares involved in such pre-release at any one time to thirty percent (30%) of the ADSs outstanding (without
giving effect to ADSs outstanding under (i) above), provided, however, that the depositary reserves the right to change or disregard such limit from time to time as it deems appropriate. The
depositary may also set limits with respect to the number of ADSs and shares involved in pre-release with any one person on a case-by-case basis as it deems appropriate. The depositary
may retain for its own account any compensation received by it in conjunction with the foregoing. Collateral provided pursuant to (b) above, but not the earnings thereon, shall be held for the
benefit of the registered holders of ADRs (other than the applicant).
 

Appointment
 

In the deposit agreement, each registered holder of ADRs and each person holding an interest in ADSs, upon acceptance of any ADSs (or any interest therein) issued in accordance
with the terms and conditions of the deposit agreement will be deemed for all purposes to:
 

 • be a party to and bound by the terms of the deposit agreement and the applicable ADR or ADRs, and
 

 • appoint the depositary its attorney-in-fact, with full power to delegate, to act on its behalf and to take any and all actions contemplated in the deposit agreement and the applicable
ADR or ADRs, to adopt any and all procedures necessary to comply with applicable laws and to take such action as the depositary in its sole discretion may deem necessary or
appropriate to carry out the purposes of the deposit agreement and the applicable ADR and ADRs, the taking of such actions to be the conclusive determinant of the necessity and
appropriateness thereof.

 

Governing Law
 

The deposit agreement and the ADRs shall be governed by and construed in accordance with the laws of the State of New York. In the deposit agreement, we have submitted to the
jurisdiction of the courts of the State of New York and appointed an agent for service of process on our behalf.
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SHARES ELIGIBLE FOR FUTURE SALE
 

Upon completion of this offering, we will have             outstanding ADSs representing approximately            % of our ordinary shares in issue. All of the ADSs sold in this offering
will be freely transferable by persons other than our “affiliates” without restriction or further registration under the Securities Act. Sales of substantial amounts of our ADSs in the public
market could adversely affect prevailing market prices of our ADSs. Prior to this offering, there has been no public market for our ordinary shares or the ADSs, and although we have applied
to list the ADSs on the NYSE, we cannot assure you that a regular trading market will develop in the ADSs. We do not expect that a trading market will develop for our ordinary shares not
represented by the ADSs.
 

Lock-up Agreements
 

Our directors, executive officers and all existing shareholders have signed lock-up agreements under which they have agreed, subject to certain exceptions, not to transfer or dispose
of, directly or indirectly, any of our ordinary shares, in the form of ADSs or otherwise, or any securities convertible into or exchangeable or exercisable for our ordinary shares, in the form of
ADSs or otherwise, for a period of 180 days after the date of this prospectus. The 180-day lock-up period may be extended under certain circumstances described in “Underwriting”. After
the expiration of the lock-up period, the ordinary shares or ADSs held by our directors, executive officers or principal shareholders may be sold subject to the restrictions under Rule 144
under the Securities Act, or Rule 144, or by means of registered public offerings.
 

Rule 144
 

In general, under Rule 144 as currently in effect, a person who has beneficially owned our restricted securities for at least six months is entitled to sell the restricted securities without
registration under the Securities Act, subject to certain restrictions. Persons who are our affiliates (including persons beneficially owning 10.0% or more of our outstanding shares) may sell
within any three-month period a number of restricted securities that does not exceed the greater of the following:
 

 • 1.0% of the number of our ordinary shares then outstanding, in the form of ADSs or otherwise, which will equal approximately             shares immediately after this offering,
or           shares if the underwriters exercise their option to purchase additional ADSs in full; and

 

 • the average weekly trading volume of our ADSs on the             during the four calendar weeks preceding the date on which notice of the sale is filed with the SEC.
 

Such sales are also subject to manner-of-sale provisions, notice requirements and the availability of current public information about us. The manner-of-sale provisions require the
securities to be sold either in “brokers’ transactions” as such term is defined under the Securities Act, through transactions directly with a market maker as such term is defined under the
Exchange Act or through a riskless principal transactions as described in Rule 144. In addition, the manner-of-sale provisions require the person selling the securities not to solicit or arrange
for the solicitation of orders to buy the securities in anticipation of or in connection with such transaction or make any payment in connection with the offer or sale of the securities to any
person other than the broker or dealer who executes the order to sell the securities. If the amount of securities to be sold in reliance upon Rule 144 during any period of three months exceeds
5,000 shares or other units or has an aggregate sale price in excess of US$50,000, three copies of a notice on Form 144 should be filed with the SEC. If such securities are admitted to trading
on any national securities exchange, one copy of such notice also shall be transmitted to the principal exchange on which such securities are admitted. The Form 144 should be signed by the
person for whose account the securities are to be sold and should be transmitted for filing concurrently with either the placing with a broker of an order to execute a sale of securities or the
execution directly with a market maker of such a sale.
 

Persons who are not our affiliates and have beneficially owned our restricted securities for more than six months but not more than one year may sell the restricted securities without
registration under the Securities Act subject to the availability of current public information about us. Persons who are not our affiliates and have beneficially owned our restricted securities
for more than one year may freely sell the restricted securities without registration under the Securities Act.
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Rule 701
 

Beginning 90 days after the date of this prospectus, persons other than affiliates who purchased ordinary shares under a written compensatory plan or contract may be entitled to sell
such shares in the United States in reliance on Rule 701 under the Securities Act, or Rule 701. Rule 701 permits affiliates to sell their shares satisfying the requirements of Rule 701 under
Rule 144 without complying with the holding period requirements of Rule 144. Rule 701 further provides that non-affiliates may sell these shares in reliance on Rule 144 subject only to its
manner-of-sale requirements. However, these shares would remain subject to lock-up arrangements and would only become eligible for sale when the lock-up period expires.
 

Registration Rights
 

Upon completion of this offering, certain holders of our ordinary shares, or their transferees will be entitled to request that we register their shares under the Securities Act, following
the expiration of the lock-up agreements described above. See “Description of Share Capital — Registration Rights.”
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TAXATION
 

The following are the material Cayman Islands, People’s Republic of China and United States federal income tax consequences of an investment in our ADSs or ordinary shares is
based upon laws and relevant interpretations thereof in effect as of the date of this prospectus, all of which are subject to change or different interpretations, possibly with retroactive effect.
This summary does not deal with all possible tax consequences relating to an investment in our ADSs or ordinary shares, such as the tax consequences under U.S. state, local and other tax
laws, or tax laws of jurisdictions other than the Cayman Islands, the People’s Republic of China and the United States. To the extent the discussion relates to matters of Cayman Islands tax
law, it constitutes the opinion of Walkers, our Cayman Islands counsel.
 

Cayman Islands Taxation
 

The Cayman Islands currently levy no taxes on individuals or corporations based upon profits, income, gains or appreciation, and there is no taxation in the nature of inheritance tax
or estate duty. No Cayman Islands stamp duty will be payable unless an instrument is executed in, brought to, or produced before a court of the Cayman Islands. The Cayman Islands are not
parties to any double tax treaties. There are no exchange control regulations or currency restrictions in the Cayman Islands.
 

People’s Republic of China Taxation
 

The PRC Enterprise Income Tax Law, or the EIT Law, and the implementation regulations for the EIT Law issued by the PRC State Council, became effective as of January 1, 2008.
The new EIT law and its implementation regulation impose a single uniform income tax rate of 25% on all Chinese enterprises, including foreign-invested enterprises, and levies a
withholding tax rate of 10% on dividends payable by Chinese subsidiaries to their non-PRC enterprise shareholders except with respect to any such non-PRC enterprise shareholder whose
jurisdiction of incorporation has a tax treaty with China that provides for a different withholding agreement. The EIT Law provides that enterprises established outside of China whose “de
facto management bodies” are located in China are considered “resident enterprises” and are generally subject to the uniform 25% enterprise income tax rate on their worldwide income.
Under the implementation regulations for the EIT Law issued by the PRC State Council, a “de facto management body” is defined as a body that has material and overall management and
control over the manufacturing and business operations, personnel and human resources, finances and treasury and assets of an enterprise. On April 22, 2009, the State Administration of
Taxation promulgated a circular which sets out criteria for determining whether “de facto management bodies” are located in China for overseas incorporated, domestically controlled
enterprises. However, as this circular only applies to enterprises incorporated under the laws of foreign countries or regions that are controlled by PRC enterprises or groups of PRC
enterprises, it remains unclear how the tax authorities will determine the location of “de facto management bodies” for overseas incorporated enterprises that are controlled by individual
PRC residents like us and some of our subsidiaries. Therefore, although substantially all of our operational management is currently based in the PRC, it is unclear whether PRC tax
authorities would require (or permit) us to be treated as a PRC resident enterprise. We do not currently consider our company to be a PRC resident enterprise. However, if the Chinese tax
authorities disagree with our assessment and determine that we are a PRC resident enterprise, we may be subject to a 25% enterprise income tax on our global income.
 

Under the EIT Law and implementation regulations issued by the State Council, a 10% PRC income tax is applicable to dividends payable to investors that are “non-resident
enterprises,” which do not have an establishment or place of business in the PRC, or which have such establishment or place of business but the relevant income is not effectively connected
with the establishment or place of business, to the extent such dividends have their sources within the PRC. Furthermore, a circular issued by the Ministry of Finance and the State
Administration of Taxation on February 22, 2008 stipulates that undistributed earnings generated prior to January 1, 2008 are exempt from enterprise income tax. We are a holding company
incorporated in the Cayman Islands, which indirectly holds, through Ascendium, Cyber Medical and OMS, our equity interests in our PRC subsidiaries. Our business operations are
principally conducted through PRC subsidiaries. Thus, dividends for earnings accumulated beginning on January 1, 2008 payable to us by our subsidiaries in China, if any, will be subject to
the 10% income tax if we are considered as “non-resident enterprises” under the EIT Law. Under the EIT law, the Notice 112, which was issued on January 29, 2008 and the Double Taxation
Arrangement (Hong Kong), which became effective on December 8, 2006, dividends from our PRC subsidiaries paid to us through our Hong Kong subsidiary may be subject to a 10%
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withholding tax or a 5% withholding tax if our Hong Kong subsidiary can be considered as a “beneficial owner” and entitled to treaty benefits under the Double Taxation Arrangement (Hong
Kong). Under the existing implementation rules of the EIT Law, it is unclear what will constitute income derived from sources within the PRC. Accordingly dividends paid by us to our non-
PRC resident enterprise ADS holders and ordinary shareholders may be deemed to be derived from sources within the PRC and, therefore, be subject to the 10% PRC income tax.
 

Similarly, any gain realized on the transfer of our ADSs or ordinary shares by our non-PRC resident enterprise ADS holders and ordinary shareholders may also be subject to the 10%
PRC income tax if such gain is regarded as income derived from sources within the PRC.
 

United States Federal Income Taxation
 

The following discussion describes the material United States federal income tax consequences of the ownership of our ordinary shares and ADSs as of the date hereof. The
discussion is applicable to United States Holders (as defined below) who hold our ordinary shares or ADSs as capital assets. As used herein, the term “United States Holder” means a holder
of an ordinary share or ADS that is for United States federal income tax purposes:
 

 • an individual citizen or resident of the United States;
 

 • a corporation (or other entity treated as a corporation for United States federal income tax purposes) created or organized in or under the laws of the United States, any state
thereof or the District of Columbia;

 

 • an estate the income of which is subject to United States federal income taxation regardless of its source; or
 

 • a trust if it (1) is subject to the primary supervision of a court within the United States and one or more United States persons have the authority to control all substantial decisions
of the trust or (2) has a valid election in effect under applicable United States Treasury regulations to be treated as a United States person.

 

This discussion does not represent a detailed description of the United States federal income tax consequences applicable to you if you are subject to special treatment under the
United States federal income tax laws, including if you are:
 

 • a dealer in securities or currencies;
 

 • a financial institution;
 

 • a regulated investment company;
 

 • a real estate investment trust;
 

 • an insurance company;
 

 • a tax exempt organization;
 

 • a person holding our ordinary shares or ADSs as part of a hedging, integrated or conversion transaction, a constructive sale or a straddle;
 

 • a trader in securities that has elected the mark-to-market method of accounting for your securities;
 

 • a person liable for alternative minimum tax;
 

 • a person who owns or is deemed to own more than 10% of our voting stock;
 

 • a partnership or other pass-through entity for United States federal income tax purposes; or
 

 • a person whose “functional currency” is not the United States dollar.
 

The discussion below is based upon the provisions of the Internal Revenue Code of 1986, as amended (the “Code”), and regulations, rulings and judicial decisions thereunder as of
the date hereof, and such authorities may be replaced, revoked or modified so as to result in United States federal income tax consequences different from those discussed below. In addition,
this discussion is based, in part, upon representations made by the depositary to us and assumes that the deposit agreement, and all other related agreements, will be performed in accordance
with their terms.
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If a partnership holds ordinary shares or ADSs, the tax treatment of a partner will generally depend upon the status of the partner and the activities of the partnership. If you are a
partner of a partnership holding our ordinary shares or ADSs, you should consult your tax advisors.
 

This discussion does not contain a detailed description of all the United States federal income tax consequences to you in light of your particular circumstances and does not address
the effects of any state, local or non-United States tax laws. If you are considering the purchase, ownership or disposition of our ordinary shares or ADSs, you should consult your
own tax advisors concerning the United States federal income tax consequences to you in light of your particular situation as well as any consequences arising under the laws of
any other taxing jurisdiction.
 

The United States Treasury has expressed concerns that intermediaries in the chain of ownership between the holder of an ADS and the issuer of the security underlying the ADS may
be taking actions that are inconsistent with the claiming of foreign tax credits for United States holders of ADSs. Such actions would also be inconsistent with the claiming of the reduced
rate of tax described below, applicable to dividends received by certain non-corporate holders. Accordingly, the analysis of the creditability of PRC taxes, if any, and the availability of the
reduced tax rate for dividends received by certain non-corporate holders, each described below, could be affected by actions taken by intermediaries in the chain of ownership between the
holder of an ADS and our company.
 

ADSs
 

If you hold ADSs, for United States federal income tax purposes, you generally will be treated as the owner of the underlying ordinary shares that are represented by such ADSs.
Accordingly, deposits or withdrawals of ordinary shares for ADSs will not be subject to United States federal income tax.
 

Taxation of Dividends
 

Subject to the discussion under “— Passive Foreign Investment Company” below, the gross amount of distributions on the ADSs or ordinary shares (including amounts withheld to
reflect PRC withholding taxes) will be taxable as dividends, to the extent paid out of our current or accumulated earnings and profits as determined under United States federal income tax
principles. Such income will be includable in your gross income as ordinary income on the day actually or constructively received by you, in the case of the ordinary shares, or by the
depositary, in the case of ADSs. Such dividends will not be eligible for the dividends-received deduction allowed to corporations under the Code. To the extent that the amount of the
distribution exceeds our current and accumulated earnings and profits for a taxable year, as determined under United States federal income tax principles, it will be treated first as a tax-free
return of your tax basis in your ADSs or ordinary shares, and to the extent the amount of the distribution exceeds your tax basis, the excess will be taxed as capital gain. We do not expect to
keep earnings and profits in accordance with United States federal income tax principles. Therefore, you should expect that a distribution will be treated as a dividend (as discussed above).
 

With respect to non-corporate United States Holders, certain dividends received in taxable years beginning before January 1, 2011 from a qualified foreign corporation may be subject
to reduced rates of taxation. A foreign corporation is treated as a qualified foreign corporation with respect to dividends received from that corporation on shares (or ADSs backed by such
shares) that are readily tradable on an established securities market in the United States. Based on United States Treasury Department guidance, we expect that our ADSs (which we have
applied to list on the NYSE), but not our ordinary shares, will be readily tradable on an established securities market in the United States. Thus, we believe that dividends we pay on our
Shares that are represented by ADSs, but not on our ordinary shares that are not so represented, will meet such conditions required for the reduced tax rates. There can be no assurance that
our ADSs will be considered readily tradable on an established securities market in later years. A qualified foreign corporation also includes a foreign corporation that is eligible for the
benefits of certain income tax treaties with the United States. In the event that we are deemed to be a PRC “resident enterprise” under PRC tax law (see discussion under “Taxation —
People’s Republic of China Taxation”), we may be eligible for the benefits of the income tax treaty between the United States and the PRC and, if we are eligible for such benefits, dividends
we pay on our ordinary shares, regardless of whether such ordinary shares are represented by ADSs, would be subject to the reduced rates of taxation. Non-corporate United States Holders
that do not meet a minimum holding period requirement during which they are not protected from the risk of loss or that elect to treat the dividend
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income as “investment income” pursuant to Section 163(d)(4) of the Code will not be eligible for the reduced rates of taxation regardless of our status as a qualified foreign corporation. In
addition, the rate reduction will not apply to dividends if the recipient of a dividend is obligated to make related payments with respect to positions in substantially similar or related property.
This disallowance applies even if the minimum holding period has been met. Moreover, non-corporate United States Holders will not be eligible for reduced rates of taxation on any
dividends received from us in taxable years beginning prior to January 1, 2011 if we are a PFIC in the taxable year in which such dividends are paid or in the preceding taxable year. You
should consult your own tax advisors regarding the application of these rules given your particular circumstances.
 

In the event that we are deemed to be a PRC “resident enterprise” under PRC tax law, you may be subject to PRC withholding taxes on dividends paid to you with respect to the
ADSs or ordinary shares (see discussion under “Taxation — People’s Republic of China Taxation”). However, you may be able to obtain a reduced rate of PRC withholding taxes under the
treaty between the United States and the PRC if certain requirements are met. In addition, subject to certain conditions and limitations, PRC withholding taxes on dividends may be treated as
foreign taxes eligible for credit against your United States federal income tax liability. For purposes of calculating the foreign tax credit, dividends paid on the ADSs or ordinary shares will
be treated as foreign-source income and will generally constitute passive category income. Furthermore, in certain circumstances, if you have held the ADSs or ordinary shares for less than a
specified minimum period during which you are not protected from risk of loss, or are obligated to make payments related to the dividends, you will not be allowed a foreign tax credit for
any PRC withholding taxes imposed on dividends paid on the ADSs or ordinary shares. The rules governing the foreign tax credit are complex. You are urged to consult your tax advisors
regarding the availability of the foreign tax credit under your particular circumstances.
 

Passive Foreign Investment Company
 

Based on the projected composition of our income and valuation of our assets, including goodwill, we do not expect to be a passive foreign investment company, or a PFIC, for
United States federal income tax purposes for our current taxable year ending December 31, 2009, and we do not expect to become one in the future, although there can be no assurance in
this regard. If we are a PFIC for any taxable year during which you hold our ADSs or ordinary shares, you will be subject to special tax rules discussed below.
 

In general, we will be a PFIC for any taxable year in which:
 

 • at least 75% of our gross income is passive income; or
 

 • at least 50% of the value of our assets (based on an average of the quarterly values) is attributable to assets that produce or are held for the production of passive income.
 

For this purpose, passive income generally includes dividends, interest, royalties and rents (other than royalties and rents derived in the active conduct of a trade or business and not
derived from a related person). If we own at least 25% (by value) of the stock of another corporation, we will be treated for purposes of the PFIC tests, as owning our proportionate share of
the other corporation’s assets and receiving our proportionate share of the other corporation’s income.
 

The determination of whether we are a PFIC is made annually. Accordingly, it is possible that we may become a PFIC in the current or any future taxable year due to changes in our
asset or income composition. Because we have valued our goodwill based on the market value of our equity, a decrease in the price of our ADSs or ordinary shares may result in our
becoming a PFIC. In addition, the composition of our income and assets will be affected by how, and how quickly, we spend the cash we raise in this offering. If we are a PFIC for any
taxable year during which you hold our ADSs or ordinary shares, you will be subject to special tax rules discussed below.
 

If we are a PFIC for any taxable year during which you hold our ADSs or ordinary shares, you will be subject to special tax rules with respect to any “excess distribution” received
and any gain realized from a sale or other disposition, including a pledge, of ADSs or ordinary shares. Distributions received in a taxable year that are greater than 125% of the average
annual distributions received during the shorter of the three preceding taxable years or
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your holding period for the ADSs or ordinary shares will be treated as excess distributions. Under these special tax rules:
 

 • the excess distribution or gain will be allocated ratably over your holding period for the ADSs or ordinary shares;
 

 • the amount allocated to the current taxable year, and any taxable year prior to the first taxable year in which we were a PFIC, will be treated as ordinary income; and
 

 • the amount allocated to each other year will be subject to tax at the highest tax rate in effect for that year and the interest charge generally applicable to underpayments of tax will
be imposed on the resulting tax attributable to each such year.

 

In addition, non-corporate United States Holders will not be eligible for reduced rates of taxation on any dividends received from us in taxable years beginning prior to January 1,
2011 if we are a PFIC in the taxable year in which such dividends are paid or in the preceding taxable year. You will be required to file Internal Revenue Service Form 8621 if you hold our
ADSs or ordinary shares in any year in which we are classified as a PFIC.
 

If we are a PFIC for any taxable year during which you hold our ADSs or ordinary shares and any of our non-United States subsidiaries is also a PFIC, a United States Holder would
be treated as owning a proportionate amount (by value) of the shares of the lower-tier PFIC for purposes of the application of these rules. You are urged to consult your tax advisors about the
application of the PFIC rules to any of our subsidiaries.
 

In certain circumstances, in lieu of being subject to the excess distribution rules discussed above, you may make an election to include gain on the stock of a PFIC as ordinary income
under a mark-to-market method, provided that such stock is regularly traded on a qualified exchange. Under current law, the mark-to-market election may be available to holders of ADSs
because we have applied to list the ADSs on the NYSE, which constitutes a qualified exchange, although there can be no assurance that the ADSs will be “regularly traded” for purposes of
the mark-to-market election. It should be noted that we have applied to list only the ADSs, and not the ordinary shares, on the NYSE. Consequently, if you are a holder of ordinary shares that
are not represented by ADSs, you generally will not be eligible to make a mark-to-market election. If you make an effective mark-to-market election, you will include in each year as
ordinary income the excess of the fair market value of your ADSs at the end of the year over your adjusted tax basis in the ADSs. You will be entitled to deduct as an ordinary loss each year
the excess of your adjusted tax basis in the ADSs over their fair market value at the end of the year, but only to the extent of the net amount previously included in income as a result of the
mark-to-market election. If you make an effective mark-to-market election, any gain you recognize upon the sale or other disposition of ADSs will be treated as ordinary income and any loss
will be treated as ordinary loss, but only to the extent of the net amount previously included in income as a result of the mark-to-market election.
 

Your adjusted tax basis in the ADSs will be increased by the amount of any income inclusion and decreased by the amount of any deductions under the mark-to-market rules. If you
make a mark-to-market election it will be effective for the taxable year for which the election is made and all subsequent taxable years unless the ADSs are no longer regularly traded on a
qualified exchange or the Internal Revenue Service consents to the revocation of the election. You are urged to consult your tax advisors about the availability of the mark-to-market election
and whether making the election would be advisable in your particular circumstances.
 

Alternatively, you can sometimes avoid the rules described above by electing to treat us as a “qualified electing fund” under Section 1295 of the Code. However, this option is not
available to you because we do not intend to comply with the requirements necessary to permit you to make this election. You are urged to consult your tax advisors concerning the United
States federal income tax consequences of holding ADSs or ordinary shares if we are considered a PFIC in any taxable year.
 

Taxation of Capital Gains
 

For United States federal income tax purposes and subject to the discussion under “ — Passive Foreign Investment Company” above, you will recognize taxable gain or loss on any
sale or exchange of ADSs or ordinary shares in an amount equal to the difference between the amount realized for the ADSs or ordinary shares and your tax basis in the ADSs or ordinary
shares. Such gain or loss will generally be capital gain or loss. Capital gains of
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non-corporate United States Holders derived with respect to capital assets held for more than one year are eligible for reduced rates of taxation. The deductibility of capital losses is subject to
limitations. Any gain or loss recognized by you will generally be treated as United States source gain or loss. However, in the event that we are deemed to be a PRC “resident enterprise”
under PRC tax law, we may be eligible for the benefits of the income tax treaty between the United States and the PRC. Under that treaty, if any PRC tax was to be imposed on any gain from
the disposition of the ADSs or ordinary shares, the gain may be treated as PRC-source income. You are urged to consult your tax advisors regarding the tax consequences if a foreign tax is
imposed on gain on a disposition of our ADSs or ordinary shares, including the availability of the foreign tax credit under your particular circumstances.
 

Information Reporting and Backup Withholding
 

In general, information reporting will apply to dividends in respect of our ADSs or ordinary shares and to the proceeds from the sale, exchange or redemption of our ADSs or
ordinary shares that are paid to you within the United States (and in certain cases, outside the United States), unless you are an exempt recipient such as a corporation. A backup withholding
tax may apply to such payments if you fail to provide a taxpayer identification number or certification of other exempt status or fail to report in full dividend and interest income.
 

Any amounts withheld under the backup withholding rules will be allowed as a refund or a credit against your United States federal income tax liability provided the required
information is furnished to the Internal Revenue Service.
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UNDERWRITING
 

Under the terms and subject to the conditions contained in an underwriting agreement dated the date of this prospectus, the underwriters named below have severally agreed to
purchase, and we and the selling shareholders have agreed to sell to them, severally, the number of ADSs indicated below:
 
     

  Number of  
Name  ADSs  
Morgan Stanley & Co. International plc      
J.P. Morgan Securities Inc.      
China International Capital Corporation Hong Kong Securities Limited      
     

Total     
     

 

The underwriters are collectively referred to as the “underwriters.” The underwriters are offering the ADSs subject to their acceptance of the ADSs from us and the selling
shareholders and subject to prior sale. The underwriting agreement provides that the obligations of the several underwriters to pay for and accept delivery of the ADSs offered by this
prospectus are subject to the approval of certain legal matters by their counsel and to certain other conditions, including the absence of any material adverse change in our business and the
receipt of certain certificates, opinions and letters from us, our counsel and the independent accountants. The underwriters are obligated, severally and not jointly, to take and pay for all of
the ADSs offered by this prospectus if any such ADSs are taken. The underwriters are not required, however, to take or pay for the ADSs covered by the underwriters’ over-allotment option
described below. Morgan Stanley & Co. International plc and China International Capital Corporation Hong Kong Securities Limited will offer the ADSs in the United States through their
registered broker-dealers in the United States.
 

The underwriters initially propose to offer part of the ADSs directly to the public at the initial public offering price listed on the cover page of this prospectus and part to certain
dealers at a price that represents a concession not in excess of US$   per ADS under the initial public offering price. After the initial offering of the ADSs, the offering price and other selling
terms may from time to time be varied by the underwriters.
 

We and the selling shareholders have granted to the underwriters an option, exercisable for 30 days from the date of this prospectus, to purchase up to an aggregate of      additional
ADSs at the public offering price of US$   per ADS, less underwriting discounts and commissions. The underwriters may exercise this option solely for the purpose of covering over-
allotments, if any, made in connection with the offering of the ADSs offered by this prospectus. To the extent the option is exercised, each underwriter will become obligated, subject to
certain conditions, to purchase about the same percentage of the additional ADSs as the number listed next to the underwriter’s name in the preceding table bears to the total number of ADSs
listed in the preceding table. If the underwriters’ option is exercised in full, the total price to the public would be US$   , the total underwriters’ discounts and commissions would be US$  
and the total proceeds to us (before expenses) would be US$   . We will not receive any of the proceeds from the sale of the ADSs by the selling shareholders.
 

The table below shows the per ADS and total underwriting discounts and commissions that we and the selling shareholders will pay to the underwriters. The underwriting discounts
and commissions are determined by negotiations among us, the selling shareholders and the underwriters and are a percentage of the offering price to the public. Among the factors
considered in determining the discounts and commissions are the size of the offering, the nature of the security to be offered and the discounts and commissions charged in comparable
transactions.
 

These amounts are shown assuming both no exercise and full exercise of the underwriters’ option to purchase additional ADSs.
 
         

Underwriting Discounts and Commissions  No Exercise   Full Exercise 
Per ADS  US$               US$              
Total by us  US$               US$              
Total by the selling shareholders  US$               US$              
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The underwriters have informed us that they do not intend sales to discretionary accounts to exceed five percent of the total number of ADSs offered by them.
 

The total expenses of the offering payable by us, excluding underwriting discounts and commissions, will be approximately US$      million. Expenses include the SEC and the
Financial Industry Regulatory Authority, or FINRA, filing fees, the NYSE listing fee, and printing, legal, accounting and miscellaneous expenses.
 

We have applied for approval for listing the ADSs on the NYSE under the symbol “CCM.”
 

We have agreed that, without the prior written consent of the underwriters, we will not, during the period ending 180 days after the date of this prospectus:
 

 • offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, lend or otherwise
transfer or dispose of, directly or indirectly, any ordinary shares or ADSs or any securities convertible into or exercisable or exchangeable for ordinary shares or ADSs;

 

 • enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the ordinary shares or ADSs; or
 

 • file any registration statement with the SEC relating to the offering of any ordinary shares, ADSs or any securities convertible into or exercisable or exchangeable for ordinary
shares or ADSs (other than a registration statement on Form S-8).

 

whether any such transaction described above is to be settled by delivery of ordinary shares, ADSs, or such other securities, in cash or otherwise.
 

The restrictions described in the immediately preceding paragraph do not apply to:
 

 • ADSs to be sold by us to the underwriters in the offering;
 

 • transactions by the selling shareholders relating to ordinary shares, ADSs or other securities acquired in open market transactions after the completion of the offering, provided
that no filing under Section 16(a) of the Exchange Act shall be required or shall be voluntarily made in connection with subsequent sales of ordinary shares, ADSs or other
securities acquired in such open market transactions;

 

 • the issuance by us of ordinary shares issuable upon the exercise of an option or warrant or the conversion of any outstanding securities, provided that such recipients shall agree in
writing to be subject to the restrictions described above; or

 

 • the grant or issuance by us of options, shares, restricted shares, restricted share units, share appreciation rights, performance units or performance shares under our equity plans
and the shares or other securities issued upon exercise or conversion of any of the foregoing, provided that such recipients shall agree in writing to be subject to the restrictions
described above.

 

Each of our directors, executive officers and existing shareholders has agreed that, without the prior written consent of the underwriters, such director, officer, or shareholder will not,
during the period ending 180 days after the date of this prospectus:
 

 • offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, lend or otherwise
transfer or dispose of, directly or indirectly, any ordinary shares or ADSs or any securities convertible into or exercisable or exchangeable for ordinary shares or ADSs; or

 

 • enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the ordinary shares or ADSs.
 

whether any such transaction described above is to be settled by delivery of ordinary shares, ADSs, or such other securities, in cash or otherwise.
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The restrictions described in the immediately preceding paragraph generally do not apply to:
 

 • the ordinary shares as represented by the ADSs to be sold in this offering;
 

 • transactions relating to ordinary shares, ADSs or other securities acquired in open market transactions after the completion of the offering, provided that no filing under
Section 16(a) of the Exchange Act will be required or will be voluntarily made in connection with subsequent sales of ordinary shares, ADSs or other securities acquired in such
open market transactions;

 

 • the exercise of rights to acquire ordinary shares, ADSs or other securities of our company issued pursuant to any of our share option or similar equity incentive or compensation
plan for the issuance of share options or equity grants, provided that, in each case, such plan is in effect as of the date of and disclosed in the prospectus, and that any subsequent
sale, transfer or disposition of any securities issued upon exercise of such equity incentive grants should be subject to the restrictions described above;

 

 • transfers of our ordinary shares or ADSs to shareholders who are our existing shareholders prior to the offering or partners, members, stockholders or affiliates (as defined in
Rule 12b-2 of the Exchange Act) of such existing shareholders, provided that each transferee should agree in writing to be subject to the restrictions described above, and that no
filing under Section 16(a) of the Exchange Act reporting a reduction in beneficial ownership of ordinary shares or ADSs will be required or will be voluntarily made during the
applicable lock-up period;

 

 • transfers of our ordinary shares, ADSs or any security convertible into our ordinary shares or ADSs (i) to an immediate family member or a trust formed for the benefit of an
immediate family member, (ii) as a bona fide gift or (iii) through will or intestacy, provided that each transferee or donee should agree in writing to be subject to the restrictions
described above, and that no filing under Section 16(a) of the Exchange Act reporting a reduction in beneficial ownership of our ordinary shares or ADSs will be required or will
be voluntarily made during the applicable lock-up period;

 

 • transfers or distributions of our ordinary shares, ADSs or any security convertible into our ordinary shares or ADSs to partners, members, stockholders or affiliates, provided that
each transferee or distributee should agree in writing to be subject to the restrictions described above, and that no filing under Section 16(a) of the Exchange Act reporting a
reduction in beneficial ownership of our ordinary shares or ADSs should be required or should be voluntarily made during the applicable lock-up period; or

 

 • the establishment of a trading plan pursuant to Rule 10b5-1 under the Exchange Act for the sale of our ordinary shares or ADSs, provided that such plan does not provide for the
transfer of our ordinary shares or ADSs during the applicable lock-up period.

 

The foregoing lock-up period will be extended under certain circumstances. If (1) during the last 17 days of the applicable lock-up period, we issue an earnings release or material
news or a material event relating to us occurs; or (2) prior to the expiration of the applicable lock-up period, we announce that we will release earnings results during the 16-day period
beginning on the last day of the applicable lock-up period, the lock-up will continue to apply until the expiration of the 18-day period beginning on the issuance of the earnings release or the
occurrence of the material news or material event unless the extension is waived in writing by the underwriters.
 

To facilitate this offering of the ADSs, the underwriters may engage in transactions that stabilize, maintain or otherwise affect the price of the ADSs. Specifically, the underwriters
may sell more ADSs than they are obligated to purchase under the underwriting agreement, creating a short position. A short sale is covered if the short position is no greater than the number
of ADSs available for purchase by the underwriters under the over- allotment option. The underwriters can close out a covered short sale by exercising the over-allotment option or
purchasing ADSs in the open market. In determining the source of ADSs to close out a covered short sale, the underwriters will consider, among other things, the open market price of ADSs
compared to the price available under the over-allotment option. The underwriters may also sell ADSs in excess of the over-allotment option, creating a naked short position. The
underwriters must close out any naked short position by purchasing ADSs in the open market. A naked short position is more likely to be created if the underwriters are concerned that there
may be downward pressure on the price of the ADSs in the open market after pricing that could adversely affect investors who purchase in this
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offering. In addition, to stabilize the price of the ADSs, the underwriters may bid for, and purchase, ADSs in the open market. Finally, the underwriting syndicate may reclaim selling
concessions allowed to an underwriter or a dealer for distributing the ADSs in this offering, if the syndicate repurchases previously distributed ADSs to cover syndicate short positions or to
stabilize the price of the ADSs. Any of these activities may stabilize or maintain the market price of the ADSs above independent market levels. The underwriters are not required to engage
in these activities, and may end any of these activities at any time.
 

From time to time, the underwriters may have provided, and may continue to provide, investment banking and other financial advisory services to us, our officers or our directors for
which they have received or will receive customary fees and commissions. The CICC Sun Company Limited, which is a major shareholder of our company, is an affiliate of China
International Capital Corporation Hong Kong Securities Limited, one of the underwriters for this offering.
 

We and the selling shareholders have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act and liabilities incurred in connection
with the directed share program referred to below. If we or the selling shareholders are unable to provide this indemnification, we and the selling shareholders will contribute to payments that
the underwriters may be required to make for these liabilities.
 

At our request, the underwriters have reserved for sale, at the initial public offering price, up to      ADSs offered by this prospectus to our directors, officers, employees, business
associates and related persons. We will pay all fees and disbursements of counsel incurred by the underwriters in connection with offering the ADSs to such persons. Any sales to these
persons will be made by Morgan Stanley & Co. International plc through a directed share program. The number of ADSs available for sale to the general public will be reduced to the extent
such persons purchase such reserved ADSs. Any reserved ADSs not so purchased will be offered by the underwriters to the general public on the same basis as the other ADSs offered by
this prospectus.
 

The address of Morgan Stanley & Co. International plc is 25 Cabot Square, Canary Wharf, London E14 4QA, United Kingdom. The address of J.P. Morgan Securities Inc. is 383
Madison Avenue, New York, New York 10179, United States of America. The address of China International Capital Corporation Hong Kong Securities Limited is 29th Floor, One
International Finance Center, 1 Harbour View Street, Central, Hong Kong, People’s Republic of China.
 

Electronic Offer, Sale and Distribution of ADSs
 

A prospectus in electronic format may be made available on the websites maintained by one or more of the underwriters. The underwriters may agree to allocate a number of ADSs to
underwriters for sale to their online brokerage account holders. Internet distributions will be allocated by the underwriters that may make Internet distributions on the same basis as other
allocations. In addition, ADSs may be sold by the underwriters to securities dealers who resell ADSs to online brokerage account holders. Other than the prospectus in electronic format, the
information on any underwriter’s or selling group member’s website and any information contained in any other website maintained by any underwriter or selling group member is not part
of the prospectus or the registration statement of which this prospectus forms a part, has not been approved and/or endorsed by us or any underwriter or selling group member in its capacity
as underwriter or selling group member and should not be relied upon by investors.
 

Pricing of the Offering
 

Prior to this offering, there has been no public market for the ordinary shares or ADSs. The initial public offering price is determined by negotiations between us and the underwriters.
Among the factors considered in determining the initial public offering price are our future prospects and those of our industry in general, our sales, earnings, certain other financial and
operating information in recent periods, the price-earnings ratios, price-sales ratios and market prices of securities and certain financial and operating information of companies engaged in
activities similar to ours.
 

Selling Restrictions
 

No action has been taken in any jurisdiction (except in the United States) that would permit a public offering of the ADSs, or the possession, circulation or distribution of this
prospectus or any other material relating to us or the
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ADSs in any jurisdiction where action for that purpose is required. Accordingly, the ADSs may not be offered or sold, directly or indirectly, and neither this prospectus nor any other offering
material or advertisements in connection with the ADSs may be distributed or published, in or from any country or jurisdiction except in compliance with any applicable rules and regulations
of any such country or jurisdiction.
 

European Economic Area.  In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive, or a Relevant Member State, from and
including the date on which the Prospectus Directive is implemented in that Relevant Member State, or the Relevant Implementation Date, an offer of the ADSs to the public may not be
made in that Relevant Member State prior to the publication of a prospectus in relation to the ADSs which has been approved by the competent authority in that Relevant Member State or,
where appropriate, approved in another Relevant Member State and the competent authority in that Relevant Member State has been notified, all in accordance with the Prospectus Directive,
except that it may, with effect from and including the Relevant Implementation Date, make an offer of the ADS to the public in that Relevant Member State at any time,
 

 (a) to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose corporate purpose is solely to invest in
securities;

 

 (b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year; (2) a total balance sheet of more than €43,000,000 and
(3) an annual net turnover of more than €50,000,000, as shown in its last annual or consolidated accounts;

 

 (c) to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus Directive; or
 

 (d) in any other circumstances which do not require the publication by the company of a prospectus pursuant to Article 3 of the Prospectus Directive;
 

provided that no such offer of ADSs shall result in a requirement for the publication by the company of a prospectus pursuant to Article 3 of the Prospectus Directive.
 

For purposes of the above provision, the expression “an offer of ADSs to the public” in relation to any ADSs in any Relevant Member State means the communication in any form
and by any means of sufficient information on the terms of the offer and the ADSs to be offered so as to enable an investor to decide to purchase or subscribe the ADSs, as the same may be
varied in that Member State by any measure implementing the Prospectus Directive in that Member State, and the expression “Prospectus Directive” means Directive 2003/71/EC and
includes any relevant implementing measure in each Relevant Member State.
 

United Kingdom.  An offer of the ADSs may not be made to the public in the United Kingdom within the meaning of Section 102B of the Financial Services and Markets Act 2000,
as amended, or the FSMA, except to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose corporate purpose is solely
to invest in securities or otherwise in circumstances which do not require the publication by the company of a prospectus pursuant to the Prospectus Rules of the Financial Services Authority,
or the FSA.
 

An invitation or inducement to engage in investment activity (within the meaning of Section 21 of FSMA) may only be communicated to persons who have professional experience in
matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or in circumstances in which Section 21 of
FSMA does not apply to the company.
 

All applicable provisions of the FSMA with respect to anything done by the underwriters in relation to the ADSs must be complied with in, from or otherwise involving the United
Kingdom.
 

Japan.  The underwriters will not offer or sell any of our ADSs directly or indirectly in Japan or to, or for the benefit of any Japanese person or to others, for re-offering or re-sale
directly or indirectly in Japan or to any Japanese person, except, in each case, pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the
Securities and Exchange Law of Japan and any other applicable laws and
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regulations of Japan. For purposes of this paragraph, “Japanese person” means any person resident in Japan, including any corporation or other entity organized under the laws of Japan.
 

Hong Kong.  Our ADSs may not be offered or sold in Hong Kong, by means of any document, other than (a) to “professional investors” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance or (b) in other circumstances which do not result in the document being a “prospectus” as defined in the
Companies Ordinance (Cap. 32) of Hong Kong or which do not constitute an offer to the public within the meaning of that Ordinance. No advertisement, invitation or document relating to
our ADSs may be issued, whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely to be read by, the public in Hong Kong (except if permitted to do so
under the laws of Hong Kong) other than with respect to our ADSs which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as
defined in the Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) or any rules made under that Ordinance. The contents of this prospectus have not been reviewed by any
regulatory authority in Hong Kong. You are advised to exercise caution in relation to the offer. If you are in any doubt about any of the contents of this prospectus, you should obtain
independent professional advice.
 

Singapore.  This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of the ADSs may not be circulated or distributed, nor may the ADSs be offered or sold, or be made the subject of
an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore, or the SFA; (ii) to a relevant person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA; or
(iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.
 

Where the ADSs are subscribed or purchased under Section 275 by a relevant person which is:
 

 (a) a corporation (which is not an accredited investor) the sole business of which is to hold investments and the entire share capital of which is owned by one or more individuals,
each of whom is an accredited investor; or

 

 (b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary is an accredited investor,
 

shares, debentures and units of shares and debentures of that corporation or the beneficiaries’ rights and interest in that trust shall not be transferable for six months after that corporation or
that trust has acquired the ADSs under Section 275 except:
 

 (1) to an institutional investor (for corporations, under 274 of the SFA) or to a relevant person defined in Section 275(2) of the SFA, or to any person pursuant to an offer that is
made on terms that such shares, debentures and units of shares and debentures of that corporation or such rights and interest in that trust are acquired at a consideration of not
less than S$200,000 (or its equivalent in a foreign currency) for each transaction, whether such amount is to be paid for in cash or by exchange of securities or other assets,
and further for corporations, in accordance with the conditions specified in Section 275 of the SFA;

 

 (2) where no consideration is or will be given for the transfer; or
 

 (3) where the transfer is by operation of law.
 

Cayman Islands.  This prospectus does not constitute a public offer of the ADSs or ordinary shares, whether by way of sale or subscription, in the Cayman Islands. Each underwriter
has represented and agreed that it has not offered or sold, and will not offer or sell, directly or indirectly, any ADSs or ordinary shares to any member of the public in the Cayman Islands.
 

People’s Republic of China.  This prospectus may not be circulated or distributed in the PRC and the ADSs may not be offered or sold, and will not offer or sell to any person for re-
offering or resale directly or indirectly to any resident of the PRC except pursuant to applicable laws and regulations of the PRC. For the purpose of this paragraph, PRC does not include
Taiwan and the special administrative regions of Hong Kong and Macau.
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EXPENSES RELATED TO THIS OFFERING
 

Set forth below is an itemization of the total expenses, excluding underwriting discount, which are expected to be incurred in connection with the offer and sale of the ADSs by us and
the selling shareholders. With the exception of the SEC registration fee and the Financial Industry Regulatory Authority Inc. filing fee, all amounts are estimates.
 
     

SEC registration fee  US$ 5,580 
NYSE listing fee     
Financial Industry Regulatory Authority Inc. filing fee   10,500 
Printing and engraving expenses     
Legal fees and expenses     
Accounting fees and expenses     
Miscellaneous     
     

Total  US$              
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LEGAL MATTERS
 

Certain other legal matters as to the United States federal and New York law in connection with this offering will be passed upon for us by Simpson Thacher & Bartlett LLP. Certain
legal matters as to the United States federal and New York law in connection with this offering will be passed upon for the underwriters by O’Melveny & Myers LLP. The validity of the
ordinary shares represented by the ADSs offered in this offering and certain other legal matters as to Cayman Islands law will be passed upon for us by Walkers. Legal matters as to PRC law
will be passed upon for us by Jingtian & Gongcheng Attorneys At Law and for the underwriters by Commerce & Finance Law Offices. Simpson Thacher & Bartlett LLP may rely upon
Walkers with respect to matters governed by Cayman Islands law and Jingtian & Gongcheng Attorneys At Law with respect to matters governed by PRC law. O’Melveny & Myers LLP may
rely upon Commerce & Finance Law Offices with respect to matters governed by PRC law.
 

EXPERTS
 

The consolidated financial statements of Concord Medical Services Holdings Limited (successor company) at December 31, 2007 and 2008, for the period from September 10, 2007
to December 31, 2007 and for the year ended December 31, 2008, Our Medical Services Limited and its subsidiaries (predecessor company) for the period from January 1, 2007 to
October 30, 2007, and China Medstar Limited as of December 31, 2007 and July 31, 2008 and for the year and the seven months period then ended, appearing in this Prospectus and
Registration Statement have been audited by Ernst & Young Hua Ming, an independent registered public accounting firm, as set forth in their reports thereon appearing elsewhere herein, and
are included in reliance upon such reports given on the authority of such firm as experts in accounting and auditing.
 

The offices of Ernst & Young Hua Ming are located at 21/F China Resources Building, No. 5001 Shennan Dong Road, Shenzhen 518001, China.
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WHERE YOU CAN FIND ADDITIONAL INFORMATION
 

We have filed with the SEC a registration statement on Form F-1, including relevant exhibits and schedules under the Securities Act with respect to underlying ordinary shares
represented by the ADSs, to be sold in this offering. We have also filed with the SEC a related registration statement on F-6 to register the ADSs. This prospectus, which constitutes a part of
the registration statement, does not contain all of the information contained in the registration statement. You should read the registration statement and its exhibits and schedules for further
information with respect to us and our ADSs.
 

Immediately upon completion of this offering, we will become subject to periodic reporting and other informational requirements of the Exchange Act as applicable to foreign private
issuers. Accordingly, we will be required to file reports, including annual reports on Form 20-F, and other information with the SEC. All information filed with the SEC can be inspected and
copied at the public reference facilities maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549. You can request copies of these documents upon payment of a duplicating fee,
by writing to the SEC. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the public reference rooms. Additional information may also be obtained over the
Internet at the SEC’s website at www.sec.gov.
 

As a foreign private issuer, we are exempt under the Exchange Act from, among other things, the rules prescribing the furnishing and content of proxy statements, and our executive
officers, directors and principal shareholders are exempt from the reporting and short-swing profit recovery provisions contained in Section 16 of the Exchange Act. In addition, we will not
be required under the Exchange Act to file periodic reports and financial statements with the SEC as frequently or as promptly as U.S. companies whose securities are registered under the
Exchange Act. However, we intend to furnish the depositary with our annual reports, which will include a review of operations and annual audited consolidated financial statements prepared
in conformity with U.S. GAAP, and all notices of shareholders’ meeting and other reports and communications that are made generally available to our shareholders. The depositary will
make such notices, reports and communications available to holders of ADSs and, upon our written request, will mail to all record holders of ADSs the information contained in any notice of
a shareholders’ meeting received by the depositary from us.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 

To the Shareholders and the Board of Directors of
Concord Medical Services Holdings Limited (successor company) and Our Medical Services Limited (predecessor company):
 

We have audited the accompanying consolidated balance sheets of Concord Medical Services Holdings Limited (the “Company”) and its subsidiaries (together, the “Group”) as of
December 31, 2007 and 2008, and the related consolidated statements of operations, cash flows and changes in shareholders’ equity for the period from September 10, 2007 to December 31,
2007 and for the year ended December 31, 2008. We have also audited the consolidated statements of operations, cash flows, and changes in shareholders’ equity of Our Medical Services
Limited and its subsidiaries (predecessor company) for the period from January 1, 2007 to October 30, 2007. These consolidated financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.
 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the Group’s internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Group’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 

In our opinion, such consolidated financial statements of the successor company referred to above present fairly, in all material respects, the financial position of Concord Medical
Services Holdings Limited and its subsidiaries as of December 31, 2007 and 2008 and the results of their operations and cash flows for the period from September 10, 2007 to December 31,
2007 and for the year ended December 31, 2008 in conformity with U.S. generally accepted accounting principles. Further, in our opinion, the predecessor company’s financial statements
referred to above present fairly, in all material respects, the results of operations and cash flows of Our Medical Services Limited and its subsidiaries for the period from January 1, 2007 to
October 30, 2007 in conformity with U.S. generally accepted accounting principles.
 

/s/  Ernst & Young Hua Ming
Shenzhen, the People’s Republic of China
October 16, 2009
except for Note 26, as to which the date is,
November 17, 2009

F-2



Table of Contents

CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

CONSOLIDATED BALANCE SHEETS
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”) except for number of shares)

 
                         

     As at December 31,   Pro Forma as at December 31,  
  Note   2007   2008   2008   2008   2008  
     (successor)   (successor)  
     RMB   RMB   US$   RMB   US$  
              (unaudited)  
              (Note 2)  

 

ASSETS
Current Assets:                         
Cash       39,792   353,991   51,858   343,204   50,278 
Accounts receivable (net of allowance of RMB3,808, RMB3,830 (US$561), for 2007 and 2008, respectively)   5   19,010   92,772   13,591         
Prepayment and other current assets   6   6,132   43,566   6,382         
Deferred tax assets, current portion   17   1,201   2,649   388         
                         

Total Current Assets       66,135   492,978   72,219         
Non-current assets:                         
Property, plant and equipment, net   7   54,703   349,121   51,144         
Goodwill   4, 8   259,282   300,163   43,972         
Acquired intangible assets, net   8   129,998   181,838   26,638         
Deposits for non-current assets   9, 20   25,365   167,200   24,494         
Deferred tax assets, non-current portion   17   —    12,650   1,853         
Other non-current assets       7,540   10,445   1,530         
                         

Total assets       543,023   1,514,395   221,850         
                         

 
LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities:                         
Short-term bank borrowing   10   —    20,800   3,047         
Long-term bank borrowings, current portion   10   —    39,840   5,836         
Accounts payable       —    9,741   1,427         
Accrual for purchase of property, plant and equipment       10,000   1,881   276         
Obligations under capital leases, current portion   12   5,660   3,719   545         
Accrued expenses and other liabilities   11   21,979   42,444   6,218         
Income tax payable       7,033   17,041   2,496         
Deferred revenue, current portion       —    12,656   1,854         
Payable for acquisition of a subsidiary and business components   4   —    28,016   4,104         
Dividends payable   14   —    10,788   1,580   —    —  
Amounts due to related parties   20   43,700   3,607   529         
                         

Total current liabilities       88,372   190,533   27,912         
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

CONSOLIDATED BALANCE SHEETS — (Continued)
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”) except for number of shares)

 
                         

     As at December 31,   Pro Forma as at December 31,  
  Note   2007   2008   2008   2008   2008  
     (successor)   (successor)  
     RMB   RMB   US$   RMB   US$  
              (unaudited)  
              (Note 2)  

 

Non-Current Liabilities:                         
Long-term bank borrowings, non-current portion   10   —    52,120   7,636         
Deferred revenue, non-current portion       5,524   6,314   925         
Obligations under capitalized leases, non-current portion   12   1,631   11,656   1,707         
Lease deposit       —    3,215   471         
Deferred tax liabilities, non-current portion   17   15,765   20,078   2,941         
Convertible notes   13   36,853   —    —          
                         

Total liabilities       148,145   283,916   41,592         
                         

Commitments and contingencies   22                     
Series A contingently redeemable convertible preferred shares (par value of US$0.01 per share; Authorized — nil

and 200,000 shares as at December 31, 2007 and 2008, respectively; Issued and outstanding — nil and
176,942 shares as at December 31, 2007 and 2008, respectively; pro forma nil (unaudited). As at December 31,
2008, aggregate liquidation preference and redemption amounts were US$54,573 and US$38,147, respectively
(2007-nil))   14   —    254,358   37,262   —    —  

Series B contingently redeemable convertible preferred shares (par value of US$0.01 per share; Authorized — nil
and 300,000 shares as at December 31, 2007 and 2008, respectively; Issued and outstanding — nil and
233,332 shares as at December 31, 2007 and 2008, respectively; pro forma nil (unaudited). As at December 31,
2008, aggregate liquidation preference and redemption amounts were US$90,583 and US$61,390, respectively
(2007-nil))   14   —    411,101   60,224   —    —  

Shareholders’ Equity:                         
Ordinary shares (par value of US$0.0001 per share at December 31, 2007 and 2008; Authorized —

450,000,000 shares at December 31, 2007 and 2008; Issued and outstanding — 50,000,000 and
70,428,100 shares at December 31, 2007 and 2008, respectively, 111,455,500 shares for pro forma (unaudited))   15   41   55   8   83   12 

Additional paid-in capital       443,016   1,113,150   163,070   1,778,581   260,552 
Accumulated other comprehensive (loss) income       147   (3,822)   (560)   (3,822)   (560)
Accumulated deficit       (48,326)   (544,363)   (79,746)   (544,363)   (79,746)
                         

Total shareholders’ equity       394,878   565,020   82,772   1,230,479   180,258 
                         

Total liabilities and shareholders’ equity       543,023   1,514,395   221,850         
                         

 

The accompanying notes are an integral part of the consolidated financial statements.
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”),

except for number of shares and per share data)
 
                      

     January 1, 2007    September 10, 2007     
     to    to     

  Notes   October 30, 2007    December 31, 2007   
For the Year Ended December 31,

2008  
            (Successor)  
     (Predecessor)    (Successor)        
     RMB    RMB   RMB   US$  

                      
Revenues, Net of Business Tax, Value-Added Tax and Related Surcharges:                      
Lease and management services       63,082    13,001   155,061   22,716 
Management services       4,340    982   12,677   1,857 
Other, net       —     —    4,051   593 
                      

Total net revenues       67,422    13,983   171,789   25,166 
                      

Cost of Revenues:                      
Lease and management services       (20,396)    (1,908)   (25,046)   (3,669)
Amortization of acquired intangibles       —     (2,002)   (20,497)   (3,003)
Management services       (20)    (4)   (54)   (8)
                      

Total cost of revenues       (20,416)    (3,914)   (45,597)   (6,680)
                      

Gross profit       47,006    10,069   126,192   18,486 
Operating Expenses:                      
Selling expenses       (1,601)    (757)   (5,497)   (805)
General and administrative expenses       (8,467)    (57,171)   (18,869)   (2,764)
                      

Operating income (loss)       36,938    (47,859)   101,826   14,917 
Interest expense (including related party amounts of RMB8, RMB96 and RMB2,991 (US$438) for the period

from January 1 to October 30, 2007 (predecessor), September 10 to December 31, 2007 (successor) and the
year ended December 31, 2008 (successor), respectively)   20   (954)    (279)   (7,455)   (1,092)

Change in fair value of convertible notes   13   —     (341)   (464)   (68)
Foreign exchange loss       —     (4)   (325)   (48)
(Loss) gain from disposal of equipment       (1,555)    (25)   658   96 
Interest income       15    —    430   63 
Other income   18   —     —    7,734   1,133 
                      

Income (loss) before income taxes       34,444    (48,508)   102,404   15,001 
Income tax (expense) benefit   17   (15,014)    182   (23,335)   (3,418)
                      

Net income (loss)       19,430    (48,326)   79,069   11,583 
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

CONSOLIDATED STATEMENTS OF OPERATIONS — (Continued)
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”),

except for number of shares and per share data)

 
                      

     January 1, 2007    September 10, 2007     
     to    to     

  Notes   October 30, 2007    December 31, 2007   
For the Year Ended December 31,

2008  
            (Successor)  
     (Predecessor)    (Successor)        
     RMB    RMB   RMB   US$  

Accretion of Series A contingently redeemable convertible preferred shares   14   —     —    (270,343)   (39,604)
Accretion of Series B contingently redeemable convertible preferred shares   14   —     —    (304,763)   (44,646)
Net income (loss) attributable to ordinary shareholders       19,430    (48,326)   (496,037)   (72,667)
                      

Income (loss) per share                      
Basic and diluted   24   0.39    (0.97)   (8.63)   (1.26)
                      

Weighted Average Number of Ordinary Shares Outstanding:                      
Basic and diluted shares   24   50,000,000    50,000,000   57,481,400   57,481,400 
                      

Pro forma loss per share                      
Basic and diluted on an as converted basis (unaudited)   24            (4.87)   (0.71)
                      

Weighted average number of ordinary shares outstanding used in computation of:                      
Pro forma basic and diluted on an as converted basis (unaudited)   24            98,508,800   98,508,800 
                      

 

The accompanying notes are an integral part of the consolidated financial statements.
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”))

 
                  

  January 1, 2007 to    September 10, 2007 to   For the Year Ended  
  October 30, 2007    December 31, 2007   December 31, 2008  
         (successor)  
  (predecessor)    (successor)        
  RMB    RMB   RMB   US$  

                  
CASH FLOWS FROM OPERATING ACTIVITIES                  
Net income (loss)   19,430    (48,326)   79,069   11,583 
Adjustments to reconcile net income (loss) to net cash generated from operating activities:                  

Share-based compensation   —     49,526   4,215   617 
Imputed interest on amounts due to related parties (note 20)   8    96   2,991   438 
Depreciation of property, plant and equipment   17,906    1,084   17,629   2,583 
Amortization of acquired intangible assets   —     2,002   20,497   3,003 
Loss (gain) on disposal of equipment   1,555    25   (658)   (96)
Deferred tax expense (benefit)   9,472    (1,608)   (5,080)   (744)
Change in fair value of convertible notes        341   464   68 

Interest expense   —     —    895   131 
Changes in operating assets and liabilities:                  

Increase in accounts receivable   (5,416)    (2,771)   (19,283)   (2,825)
Increase (decrease) in prepayments and other current assets   (4,782)    2,723   (23,043)   (3,376)
Increase in deposits for non-current assets   (280)    —    (621)   (91)
Decrease in accounts payable   —     —    (20,221)   (2,962)
Increase (decrease) in accrued expenses and other liabilities   4,095    2,049   (13,709)   (2,008)
Decrease in deferred revenue   —     —    (1,666)   (244)
Decrease in lease deposit   —     —    30   4 
Increase in income tax payable   2,605    962   5,265   771 

                  

Net cash generated from operating activities   44,593    6,103   46,774   6,852 
                  

CASH FLOWS FROM INVESTING ACTIVITIES                  
Payment under arrangement with Chang’an Hospital (note 25)   —     —    (20,821)   (3,050)
Acquisitions, net of cash acquired (note 4)   —     —    (231,481)   (33,911)
Acquisition of property, plant and equipment   (43,398)    (22,466)   (31,575)   (4,625)
Deposits for the purchase of non-current assets   (13,031)    (13,573)   (95,110)   (13,933)
Proceeds from disposal of property, plant and equipment   5,977    5,598   2,616   383 

                  

Net cash used in investing activities   (50,452)    (30,441)   (376,371)   (55,136)
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”))

 
                  

  January 1, 2007 to    September 10, 2007 to   For the Year Ended  
  October 30, 2007    December 31, 2007   December 31, 2008  
         (successor)  
  (predecessor)    (successor)        
  RMB    RMB   RMB   US$  

CASH FLOWS FROM FINANCING ACTIVITIES                  
Proceeds from issuance of convertible notes   —     36,523   140,241   20,545 
Proceeds from issuance of Series A contingently redeemable convertible preferred

shares (net of paid issuance costs of RMB2,449)   —     —    67,671   9,913 
Proceeds from issuance of Series B contingently redeemable convertible preferred

shares (net of paid issuance costs of RMB5,664)   —     —    405,331   59,379 
Proceeds from short-term bank borrowings   —     —    20,800   3,047 
Proceeds from long-term bank borrowings   —     —    7,460   1,093 
Repayment of obligations under capitalized leases   (786)    (5,698)   (5,525)   (809)
Repayment of long-term bank borrowings   —     —    (37,890)   (5,551)
Repayment of short-term bank borrowings   —     —    (21,500)   (3,150)
Proceeds from exercise of share options   —     —    114,606   16,789 
Increase (decrease) in amounts due to related parties   6,806    32,400   (41,700)   (6,109)

                  

Net cash generated from financing activities   6,020    63,225   649,494   95,147 
                  

Exchange rate effect on cash   —     138   (5,698)   (834)
                  

Net increase in cash   161    39,025   314,199   46,029 
Cash at beginning of period   606    767   39,792   5,829 
                  

Cash at end of period   767    39,792   353,991   51,858 
                  

Supplemental schedule of cash flows information:                  
Income tax paid   (737)    —    (11,688)   (1,712)
Interest paid   (946)    (184)   (3,538)   (518)
Supplemental schedule of non-cash activities:                  
Acquisition of property, plant and equipment and other intangible assets through utilization

of deposits   —     1,961   50,601   7,413 
Acquisition of property, plant and equipment under capitalized lease   —     —    14,520   2,127 
Conversion of convertible notes into Series A contingently redeemable convertible

preferred shares   —     —    176,082   25,795 
 

The accompanying notes are an integral part of the consolidated financial statements.
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
(Amounts in thousands of Renminbi (“RMB”) and United States Dollar (“US$”),

except for number of shares)
 
                         

           Accumulated   Retained     
  Number of      Additional   Other   Earnings   Total  
  Ordinary   Ordinary   Paid-in   Comprehensive   (Cumulative   Shareholders’  
  Shares   Shares   Capital   Income(loss)   Deficit)   Equity  

 

Predecessor — Our Medical Services, Limited       RMB   RMB   RMB   RMB   RMB 
Balance as of January 1, 2007   50,000,000   41   45,779   —    88,444   134,264 
Comprehensive income                         

Net income   —    —    —    —    19,430   19,430 
Imputed interest on related parties’ loan (note 20)   —    —    8   —    —    8 

                         

Balance as of October 30, 2007   50,000,000   41   45,787   —    107,874   153,702 
                         

Successor — Concord Medical Services Holdings, Limited                         
Reorganization (note 1)   —    —    347,607   —    (107,874)   239,733 
Comprehensive income                         

Net loss   —    —    —    —    (48,326)   (48,326)
Foreign currency translation adjustments   —    —    —    147   —    147 

                         

Total comprehensive income   —    —    —    —    —    (48,179)
Imputed interest on related parties’ loan (note 20)   —    —    96   —    —    96 
Share-based compensation   —    —    49,526   —    —    49,526 
                         

Balance as of December 31, 2007   50,000,000   41   443,016   147   (48,326)   394,878 
                         

Comprehensive income                         
Net income   —    —    —    —    79,069   79,069 
Foreign currency translation adjustments   —    —    —    (3,969)   —    (3,969)

                         

Total comprehensive income   —    —    —    —    —    75,100 
Imputed interest on related parties’ loan (note 20)   —    —    2,991   —    —    2,991 
Exercise of share options   21,184,600   15   114,591   —    —    114,606 
Redesignation of 756,500 ordinary shares to Series A contingently redeemable

convertible preferred shares (note 15)   (756,500)   (1)   1   —    —    —  
Share-based compensation   —    —    4,215   —    —    4,215 
Recognition of beneficial conversion feature upon issuance of Series A contingently

redeemable convertible preferred shares   —    —    253,317   —    —    253,317 
Recognition of beneficial conversion feature upon issuance of Series B contingently

redeemable convertible preferred shares   —    —    295,019   —    —    295,019 
Accretion of Series A contingently redeemable convertible preferred shares (note 14)   —    —    —    —    (270,343)   (270,343)
Accretion of Series B contingently redeemable convertible preferred shares (note 14)   —    —    —    —    (304,763)   (304,763)
                         

Balance as of December 31, 2008   70,428,100   55   1,113,150   (3,822)   (544,363)   565,020 
                         

Balance as of December 31, 2008, in US$       8   163,070   (560)   (79,746)   82,772 
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands of Renminbi (“RMB”) and United States Dollar (“US$”),

except for number of shares)
 

1.  ORGANIZATION AND BASIS OF PRESENTATION
 

The accompanying consolidated financial statements include the financial statements of Concord Medical Services Holdings Limited (the “Company”) and its subsidiaries, including
Ascendium Group Limited (“Ascendium”), China Medical Services Holdings Limited (“CMS Holdings”), Our Medical Services Limited (“OMS”), China Medstar Pte Limited (“China
Medstar”), Cyber Medical Networks Limited (“Cyber”), CMS Hospital Management Co., Ltd. (“CHM”), Shenzhen Aohua Medical Services Co., Ltd (“AMS”), Shenzhen Aohua Medical
Leasing & Services Limited (“AML”), Medstar (Shanghai) Leasing Co., Ltd. (“MSC”) and Beijing Xing Heng Feng Medical Technology Co., Ltd. (“XHF”). The Company and its subsidiaries
are collectively referred to as the “Group”.
 

The Group is principally engaged in the leasing of radiotherapy and diagnostic imaging equipment and the provision of management services to hospitals located in the People’s
Republic of China (“PRC”). The Group develops and operates its business through its subsidiaries. Details of the Company’s subsidiaries as of December 31, 2008 are as follows:
 
               

        Percentage of    
  Date of   Place of   Ownership by the    
Company  Establishment   Establishment   Company   Principal Activities
 

Ascendium   September 10, 2007   BVI   100% Investment Holding
OMS   August 22, 1996   BVI   100% Investment Holding
China Medstar   August 8, 2003   Singapore   100% Investment Holding
Cyber   May 26, 2006   Hong Kong   100% Investment Holding
CMS Holdings   July 18, 2008   Hong Kong   100% Investment Holding

AMS   July 23, 1997   PRC   100% 
Leasing of medical equipment and
  provision of management services

AML   February 21, 2008   PRC   100% 
Leasing of medical equipment and
  provision of management services

MSC   March 21, 2003   PRC   100% 

Leasing and sales of medical
equipment, provision of
management services

CHM   July 23, 2008   PRC   100% Provision of management services
XHF   July 26, 2007   PRC   100% Provision of management services

 

Prior to October 30, 2007, OMS was owned by a group of individuals (the “OMS Individual Shareholders”) through two intermediate investment holding companies (“IIHC”), there
was no ultimate controlling shareholder of OMS in accordance with EITF Issue No. 02-5, “Definition of ‘Common Control’ in Relation to FASB Statement No. 141” (“SFAS 141”). OMS
together with AMS, OMS’ wholly owned subsidiary, were the predecessors of the Group and operated the business of the Group prior to the reorganization on October 30, 2007 (the
“Reorganization”).
 

Ascendium is a limited liability company that was incorporated in the British Virgin Islands (the “BVI”) on September 10, 2007. The Reorganization agreement provided that
Ascendium (a shell company owned by a nominee shareholder prior to the Reorganization), upon completion of the Reorganization, be owned by a group of individuals (“Ascendium’s
shareholders”), who as a group are substantively different than the shareholders of the IIHC (IIHC directly owned 100% of OMS prior to October 30, 2007). In accordance with the
Reorganization agreement, Ascendium’s shareholders acquired 100% ownership in OMS in exchange for issuing Ascendium shares to a portion of the IIHC shareholders. The agreement also
provided for the settlement of certain unspecified obligations amongst the IIHC shareholders and IIHC. The majority of Ascendium’s shareholdings was acquired by a number of indirect
shareholders of OMS, however because there was no controlling shareholder and the differences in shareholders is substantive, Ascendium accounted for the acquisition of 100% of OMS. The
aggregate
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands of Renminbi (“RMB”) and United States Dollar (“US$”),

except for number of shares) — (Continued)

 

purchase price for the acquisition on October 30, 2007 was determined to be RMB393,435 (US$57,636), which represents the fair value of the Ascendium shares issued as consideration. The
following table presents the allocation of the purchase price to the estimated fair values of the assets acquired and liabilities assumed, which were determined by the Group with the assistance
of American Appraisal China (“American Appraisal”) Limited, an independent valuation firm. The total purchase price was allocated to OMS’s tangible and identifiable intangible assets and
liabilities based on their estimated fair values as of October 30, 2007 as set forth below:
 
         

  RMB   US$  
 

Goodwill   259,282   37,983 
Current assets   37,253   5,458 
Property, plant and equipment   53,786   7,879 
Other intangible assets- customer relationships and operating leases   132,000   19,337 
Deposit for property, plant and equipment   13,753   2,015 
Deferred tax assets, non-current portion   41,199   6,035 
Deferred tax liabilities, non-current portion   (58,792)   (8,612)
Other non-current assets   7,538   1,104 
Liabilities assumed   (92,584)   (13,563)
         

Total consideration   393,435   57,636 
         

 

The Company was incorporated under the law of the Cayman Islands on November 27, 2007. On March 7, 2008, all the then existing shareholders of Ascendium exchanged their
respective shares of Ascendium for shares of the Company at a ratio of 10 shares in the Company in return for each share in Ascendium. As a result, Ascendium became the wholly-owned
subsidiary of the Company.
 

On July 31, 2008, the Group acquired 100% of the equity interest in China Medstar. On October 28, 2008, the Group consummated 100% of the equity interest in XHF. The acquisitions
were accounted for using the purchase method of accounting pursuant to Statement of Financial Accounting Standards (the “SFAS”) No. 141 “Business Combinations” (“SFAS 141”). The
acquired assets and liabilities of China Medstar and XHF were recorded at estimated fair values on their respective acquisition dates.
 

Shenzhen Aohua Medical Services (“AMS”) was incorporated by OMS on July 23, 1997 and OMS contributed RMB4.8 million representing 90% equity interest in AMS. Since the
incorporation of AMS, 10% of its equity interest was held by two third party nominees who acted as the custodians of such equity interest. The two nominees did not maintain their required
capital contributions at any time subsequent to the incorporation of AMS. In December 2007, the Group entered into an agreement with the two nominees to obtain title of their 10% equity
interest. The two nominees agreed to complete all legal procedures required to effect legal transfer of the shares to OMS in return for a fee of RMB 4.2 million. The transfer of the 10% equity
interest in AMS was on June 10, 2009 upon approval by the Shenzhen Industrial and Commercial Administration Bureau, and the Group paid the Minority Shareholders the 4.2 million fee.
 

Due to the two nominees failure to complete their capital injection obligations as required by PRC Company Law, it is in the Company’s view that the two nominees never possessed
any ordinary shareholding rights, including dividend or voting rights. Consequently, OMS effectively controlled 100% of the equity of AMS prior to the legal reacquisition of shares
subsequent to December 31, 2008. As such, the Group’s consolidated financial statements do not present a minority interest for the financial statement periods presented.
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands of Renminbi (“RMB”) and United States Dollar (“US$”),

except for number of shares) — (Continued)

 

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 

Basis of presentation and use of estimates
 

The accompanying consolidated financial statements have been prepared in accordance with United States generally accepted accounting principles (“U.S. GAAP”).
 

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosures of contingent assets and liabilities at the balance sheet dates and the reported amounts of revenues and expenses during the reporting periods. Significant estimates
and assumptions reflected in the Company’s financial statements include, but are not limited to, purchase price allocation, revenue recognition, allowance for doubtful accounts, useful lives of
property, plant and equipment and acquired intangible assets, realization of deferred tax assets, share-based compensation expense, and the valuation of the Company’s acquired tangible and
intangible assets and liabilities and ordinary shares, Series A and B contingently redeemable convertible preferred shares and convertible notes. Actual results could materially differ from those
estimates.
 

The Predecessor financial information is presented on the historical basis of accounting compared to the Successor financial information, which reflects the fair value of the net assets
acquired on the date of the Reorganization rather than their historical cost.
 

The financial position, results of operations, statement of cash flows and related disclosures for periods prior to October 30, 2007, the effective date of the Reorganization are presented
as those of the “Predecessor”. The financial position, results of operations, statement of cash flows and related disclosures subsequent to October 30, 2007 (September 10, 2007 —
December 31, 2007) are presented as those of the “Successor”, which was a shell company prior to October 30, 2007. The consolidated financial statements of the Successor as of
December 31, 2007 and for the period from September 10, 2007 reflect the new basis of accounting in accordance with SFAS 141. Accordingly, the fair value of net assets as of October 30,
2007 have been recorded in the financial statements for the period commencing on September 10, 2007. The consolidated financial statements of the Predecessor are presented using the
Company’s historic basis of accounting. Therefore, the results of the Successor are not comparable to the results of the Predecessor due to the difference in the new basis of presentation.
 

Principles of Consolidation
 

The consolidated financial statements of the group include the financial statements of the Company and its subsidiaries. All transactions and balances between the Company and its
subsidiaries have been eliminated upon consolidation.
 

Foreign Currency Translation and Transactions
 

The Company’s PRC subsidiaries determine their functional currencies to be the Chinese Renminbi (“RMB”) based on the criteria of SFAS 52, “Foreign Currency Translation”. The
Company uses the RMB as its reporting currency. The Company uses the monthly average exchange rate for the year and the exchange rate at the balance sheet date to translate the operating
results and financial position, respectively. Translation differences are recorded in accumulated other comprehensive income, a component of shareholders’ equity. Functional currency of the
Company and its subsidiaries, Ascendium, CMS Holdings, OMS, Cyber and China Medstar, is the United States dollar (“US$”).
 

Transactions denominated in foreign currencies are remeasured into the functional currency at the exchange rates prevailing on the transaction dates. Foreign currency denominated
financial assets and liabilities are remeasured at the exchange rates prevailing at the balance sheet date. Exchange gains and losses are included in the consolidated statements of operations.
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands of Renminbi (“RMB”) and United States Dollar (“US$”),

except for number of shares) — (Continued)

 

Convenience translation
 

Amounts in U.S. dollars (“US$”) are presented for the convenience of the reader and are translated at the noon buying rate of RMB6.8262 to US$1.00 on September 30, 2009 in the
City of New York for cable transfers of RMB as certified for customs purposes by the Federal Reserve Bank of New York. No representation is made that the RMB amounts could have been,
or could be, converted into US$ at such rate.
 

Cash
 

Cash consists of cash deposits, which are unrestricted as to withdrawal and use.
 

Accounts receivable and allowance for doubtful accounts
 

The Group considers many factors in assessing the collectability of its receivables due from its customers, such as, the age of the amounts due, the customer’s payment history and
credit-worthiness. An allowance for doubtful accounts is recorded in the period in which uncollectability is determined to be probable. Accounts receivable balances are written off after all
collection efforts have been exhausted.
 

Leases
 

In accordance with SFAS 13 “Accounting for Leases” (“SFAS 13”), leases for a lessee are classified at the inception date as either a capital lease or an operating lease. The Company
assesses a lease to be a capital lease if any of the following conditions exist: a) ownership is transferred to the lessee by the end of the lease term, b) there is a bargain purchase option, c) the
lease term is at least 75% of the property’s estimated remaining economic life or d) the present value of the minimum lease payments at the beginning of the lease term is 90% or more of the
fair value of the leased property to the lessor at the inception date. A capital lease is accounted for as if there was an acquisition of an asset and an incurrence of an obligation at the inception of
the lease. The capitalized lease obligation reflects the present value of future rental payments, discounted at the appropriate interest rates. The cost of the asset is amortized over the lease term.
However, if ownership is transferred at the end of the lease term, the cost of the asset is amortized as set out below under property, plant and equipment.
 

Property, Plant and Equipment, net
 

Property, plant and equipment are stated at cost and are depreciated using the straight-line method over the estimated useful lives of the assets, as follows:
 
         

Category  Estimated useful life   Estimated residual value  
 

Medical equipment*   Shorter of customer contract or 6-20 years   —  
Electronic and office equipment   5 years   5-10%
Motor vehicles   5 years   5-10%
Leasehold improvement   shorter of lease term or 5 years   —  

 

 

* The cost of the asset is amortized over the lease term. However, if ownership is transferred at the end of the lease term, the cost of the asset is amortized over the shorter of customer contract or the useful life of the asset which ranges
from 6-20 years.

 

Repair and maintenance costs are charged to expense as incurred, whereas the cost of renewals and betterments that extends the useful lives of property, plant and equipment are
capitalized as additions to the related assets. Retirements, sales and disposals of assets are recorded by removing the cost and accumulated depreciation from the asset and accumulated
depreciation accounts with any resulting gain or loss reflected in the consolidated statements of operations.
 

Cost incurred in constructing new facilities, including progress payment, interest and other costs relating to the construction are capitalized and transferred to fixed assets on
completion. Total interest costs incurred and capitalized
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during the period from January 1 to October 30, 2007 (predecessor), the period from September 10, 2007 to December 31, 2007 (successor) and the year ended December 31, 2008 (successor)
amounted to approximately nil, nil and RMB2,179 (US$319), respectively.
 

Goodwill
 

Goodwill represents the excess of the purchase price over the estimated fair value of net tangible and identifiable intangible assets acquired. The Company’s goodwill and acquisition
related intangible assets outstanding at December 31, 2007 and 2008 were related to the Company’s Reorganization, and acquisition of China Medstar, XHF and other businesses (see notes 1
and 4). In accordance with the provisions of Statement of Financial Accounting Standards (SFAS) No. 142, Goodwill and Other Intangible Assets (SFAS 142), goodwill amounts are not
amortized, but rather are tested for impairment at least annually or more frequently if there are indicators of impairment present. An impairment loss must be measured if the sum of the
expected future undiscounted cash flows from the use and eventual disposition of the asset is less than the net book value of the asset. The amount of the impairment loss will generally be
measured as the difference between the net book value of the asset and their estimated fair value. The Company determined it has one reporting unit in which all goodwill was tested for
impairment at each reporting period end resulting in no impairment charges.
 

Acquired Intangible Assets, net
 

Acquired intangible assets relate to customer relationships and operating leases that are not considered to have an indefinite useful life. These intangible assets are amortized on a
straight line basis over the economic life. The customer relationship assets relate to the ability to sell existing and future versions of products to existing customers and has been estimated using
the income method. Operating leases relate to favorable operating lease terms based on market conditions that existed on the date of acquisition and are amortized over the term of the leases.
 

Impairment of Long-Lived Assets and Acquired Intangibles
 

The Group evaluates its long-lived assets or asset group including acquired intangibles with finite lives for impairment whenever events or changes in circumstances (such as a
significant adverse change to market conditions that will impact the future use of the assets) indicate that the carrying amount of a group of long-lived assets may not be fully recoverable.
When these events occur, the Group evaluates the impairment by comparing the carrying amount of the assets to future undiscounted cash flows expected to result from the use of the assets
and their eventual disposition. If the sum of the expected undiscounted cash flows is less than the carrying amount of the assets, the Group recognizes an impairment loss based on the excess of
the carrying amount of the asset group over its fair value, generally based upon discounted cash flows. No such impairment charge was recognized for any of the periods presented.
 

Fair Value of Financial Instruments
 

The carrying amounts of the Group’s financial instruments, including cash, accounts receivable, accounts payable and accrued expenses and other liabilities approximate fair value
because of their short maturities. The carrying amounts of the Group’s short-term and long-term bank borrowings bear interest at floating rates and therefore approximate the fair value of these
obligations based upon management’s best estimates of interest rates that would be available for similar debt obligations at December 31, 2007 and 2008.
 

Revenue Recognition
 

The majority of the Group’s revenues are derived directly from hospitals that enter into medical equipment lease and management service arrangements with the Company. A lease and
management service arrangement will typically include the purchase and installation of diagnostic imaging and/or radiation oncology system (“medical equipment”) at the hospital, and the
full-time deployment of a qualified system technician that is responsible for certain management services related to the radiotherapy or diagnostic services being performed the hospital centers’
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doctors to their patients. To a lesser extent, revenues are generated from stand-alone management service arrangements where a hospital has previously acquired the equipment from the
Company or through another vendor or sale of medical equipment.
 

Revenues arising from sales of medical equipment and services are recognized when there is persuasive evidence of an arrangement, the fee is fixed or determinable, collectability is
reasonably assured and the delivery of the medical equipment or services has occurred. When the fees associated with an arrangement containing extended payment terms are not considered to
be fixed or determinable at the outset of arrangement, revenue is recognized as payments become due, and all of the other criteria above have been met.
 

The Group is subject to approximately 5% business tax and related surcharges on the revenue earned from provision of leasing and management services. The Group has recognized
revenues net of these business taxes and other surcharges. Such business tax and related surcharges for the period from January 1, 2007 to October 30, 2007 (predecessor), September 10, 2007
to December 31, 2007 (successor) and the year ended December 31, 2008 (successor) are approximately RMB428, RMB208 and RMB4,500 (US$659), respectively. In the event that revenue
recognition is deferred to a later period, the related business tax and other surcharges and fees are also deferred and will be recognized only upon recognition of the deferred revenue.
 

Lease and management services
 

The Group enters into both leases and management service arrangements with independent hospitals consisting of terms that range from 6 to 20 years. Pursuant to these arrangements,
the Group receives a percentage of the net profit (“profit share” as defined in the arrangement) of the hospital unit that delivers the diagnostic imaging and/or radiation oncology services
determined in accordance with the terms of the arrangement.
 

Pursuant to EITF 01-8, “Determining Whether an Arrangement Contains a Lease” (“EITF 01-8”) the Group determined that the Lease and management service arrangements contain a
lease of medical equipment. The hospital has the ability and right to operate the medical equipment while obtaining more than a minor amount of the output. The arrangement also contains a
non-lease deliverable being the management service element. The arrangement consideration should be allocated between the lease element and the non-lease deliverables on a relative fair
value basis, however because all of the consideration is earned through the contingent rent feature discussed below, there is no impact of such allocation.
 

SFAS 13, “Accounting for Leases” (“SFAS 13”) is applied to the lease elements of the arrangement and U.S. Securities and Exchange Commission (“SEC”) Staff Accounting
Bulletin No. 104 (“SAB 104”) is applied to other elements of the arrangement not within the scope of SFAS 13.
 

The lease rentals and management service receivable under the lease arrangement are based entirely on a profit share formula (“contingent rent feature”). The profitability of the
business unit is not only dependent on the medical equipment placed at the hospital, but also the hospital’s ability to manage the costs and appoint doctors and clinical staff to operate the
equipment. Certain of the lease and management service arrangements may include a transfer of ownership or bargain purchase option at the end of the lease term. Due to the length of the
lease term, the collectability of these minimum lease payments are not considered reasonably predictable and there are also important uncertainties regarding the future costs to be incurred by
the Group relating to the arrangement. Given these uncertainties, the Group accounts for all of these lease arrangements as operating leases.
 

As the collectability of the minimum lease rental is not considered predictable, and the remaining rental is considered contingent, the Group recognizes revenue when a lease payment
under the arrangement become fixed, i.e. when the profit share under the arrangement is determined and agreed upon by both parties to the agreement. Similarly, for the service element of the
arrangement, revenue is only considered determinable at the time a payment under the
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arrangement becomes fixed, i.e. when the profit share under the arrangement is determined and agreed upon by both parties. Revenue is recognized when it is determined that the basic criteria,
referred to above, have also been met.
 

Management Services
 

The Group provides stand-alone management services to certain hospitals which are already in possession of radiotherapy and diagnostic equipment. The fee for the management
service arrangement is either based on a contracted percentage of monthly revenue generated by the specified hospital unit (“revenue share”) or in limited instances on a fixed monthly fee. The
consideration that is based on a contracted percentage of revenue is recognized when the monthly fees under the arrangement become due, i.e. when the revenue share under the arrangement is
determined and agreed upon by both parties to the agreement. Fixed monthly fees are recognized ratably over the service term.
 

Medical equipment sales
 

Pursuant to the application of Emerging Issues Task Force Consensus 99-19, “Reporting Revenue Gross as Principal versus Net as an Agent” (“EITF 99-19”), the Group records
revenue related to medical equipment sales on a net basis when the equipment is delivered to the customer and the sales price is determinable. During the periods from January 1 to October 30,
2007 (predecessor), September 10 to December 31, 2007 (successor) and the year ended December 31, 2008 (successor), the Company had medical equipment sales, of nil, nil and RMB 1,725,
net of 17% value-added tax of approximately nil, nil and RMB863 (US$126) taxes, respectively. Revenue derived from medical equipment sales is recorded under “Other” in the consolidated
statements of operations.
 

Cost relating to lease and management service arrangement
 

The cost of medical equipment that is leased under an operating lease is included in property, plant and equipment in the balance sheet. The medical equipment is depreciated using the
Group’s depreciation policy. The costs of the management service component is recognized as an expense as incurred.
 

Cost of management services
 

Costs of management services mainly include the labor costs of technicians and management staff.
 

Cost of equipment sales
 

Cost of equipment sales, recorded net against the related revenue, include the cost of the equipment purchased and other direct costs involved in the equipment sales.
 

Income Taxes
 

The Group follows the liability method of accounting for income taxes. Under this method, deferred tax assets and liabilities are determined based on the difference between the
financial reporting and tax bases of assets and liabilities using enacted tax rates that will be in effect in the period in which the differences are expected to reverse. The Group records a
valuation allowance to offset deferred tax assets if based on the weight of available evidence, it is more-likely-than-not that some portion, or all, of the deferred tax assets will not be realized.
The effect on deferred taxes of a change in tax rate is recognized in tax expense in the period that includes the enactment date of the change in tax rate.
 

On January 1, 2007, the Group adopted FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109” (“FIN 48”), which
clarifies the accounting and disclosure for uncertainty in income taxes. Interest and penalties arising from underpayment of income taxes shall be computed in accordance with the related PRC
tax law. The amount of interest expense is computed by applying the applicable statutory rate of interest to the difference between the tax position recognized and the amount previously taken
or expected to be taken in a tax return. Interest and penalties recognized in accordance with FIN 48 is classified in the financial statements as income tax expense.
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In accordance with the provisions of FIN 48, the Group recognizes in its financial statements the impact of a tax position if a tax return position or future tax position is “more likely
than not” to prevail based on the facts and technical merits of the position. Tax positions that meet the “more likely than not” recognition threshold are measured at the largest amount of tax
benefit that has a greater than fifty percent likelihood of being realized upon settlement. The Group’s estimated liability for unrecognized tax benefits which is included in the “accrued
expenses and other liabilities” account is periodically assessed for adequacy and may be affected by changing interpretations of laws, rulings by tax authorities, changes and/or developments
with respect to tax audits, and expiration of the statute of limitations. The outcome for a particular audit cannot be determined with certainty prior to the conclusion of the audit and, in some
cases, appeal or litigation process. The actual benefits ultimately realized may differ from the Group’s estimates. As each audit is concluded, adjustments, if any, are recorded in the Group’s
financial statements. Additionally, in future periods, changes in facts, circumstances, and new information may require the Group to adjust the recognition and measurement estimates with
regard to individual tax positions. Changes in recognition and measurement estimates are recognized in the period in which the changes occur.
 

Share-based compensation
 

The Group’s employees participate in the Company’s share-based scheme which is more fully discussed in note 19. Share-based awards granted to employees are accounted for under
SFAS No. 123(R) “Share-Based Payment” (“SFAS 123(R)”).
 

In accordance with SFAS 123(R), all grants of share-based awards to employees are recognized in the financial statements based on their grant date fair values which are calculated
using an option pricing model. The Group has elected to recognize compensation expense using the straight-line method for all share options granted with graded vesting based on service
conditions. For share-based awards whose vesting is contingent on performance conditions, their fair value is estimated on the date of grant using an option pricing model. To the extent the
required vesting conditions are not met resulting in the forfeiture of the share-based awards, previously recognized compensation expense relating to those awards are reversed. SFAS 123(R)
requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent period if actual forfeitures differ from initial estimates. Share-based compensation expense was
recorded net of estimated forfeitures such that expense was recorded only for those share-based awards that are expected to vest.
 

Income (loss) per Share
 

Income (loss) per share is computed in accordance with SFAS No. 128, “Earnings per Share”. Basic income (loss) per ordinary share is computed by dividing income (loss) attributable
to holders of ordinary shares by the weighted average number of ordinary shares outstanding during the period. Diluted income (loss) per ordinary share reflects the potential dilution that could
occur if securities or other contracts to issue ordinary shares were exercised or converted into ordinary shares. Ordinary shares issuable upon the conversion of the contingently redeemable
convertible preferred shares are included in the computation of diluted income (loss) per ordinary share on an “if-converted” basis when the impact is dilutive. The dilutive effect of outstanding
share-based awards is reflected in the diluted income (loss) per share by application of the treasury stock method. Two-Class Method prescribed under EITF 03-6, Participating Securities and
the Two-Class Method under FASB Statement No. 128, is used to calculate income (loss) per share data for preferred shares that are participating securities in the event the Group has
reportable net income.
 

Unaudited Pro Forma Shareholders’ Equity
 

If an initial public offering is completed, all of the Series A and Series B contingently redeemable convertible preferred shares outstanding will automatically convert into ordinary
shares and all accrued but unpaid 5% fixed dividend attributable to preferred share holders will be paid immediately. Unaudited pro forma shareholders’ equity as of December 31, 2008, as
adjusted for the assumed conversion of the contingently redeemable convertible preferred shares and payment of the accrued but unpaid fixed dividend attributable to preferred shareholders, is
set forth on the
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consolidated balance sheets. Unaudited pro forma income (loss) per share for year ended December 31, 2008, as adjusted for the assumed conversion of the contingently redeemable
convertible preferred shares as of January 1, 2008, is set forth on the consolidated statements of operations (see note 24).
 

Comprehensive Income
 

Comprehensive income is defined to include all changes in equity except those resulting from investments by owners and distributions to owners. Among other disclosures,
SFAS No. 130 “Reporting Comprehensive Income” requires that all items that are required to be recognized under current accounting standards as components of comprehensive income be
reported in a financial statement that is displayed with the same prominence as other financial statements. During the periods presented, the Group’s comprehensive income includes net income
and foreign currency translation adjustments and is presented in the statement of changes in shareholders’ equity.
 

Recent Accounting Pronouncements
 

On December 4, 2007 the FASB issued SFAS No. 141 (Revised 2007), “Business Combinations” (SFAS 141(R)). This Statement will apply to all transactions in which an entity obtains
control of one or more other businesses. In general, SFAS No. 141(R) requires the acquiring entity in a business combination to recognize the fair value of all the assets acquired and liabilities
assumed in the transaction; establishes the acquisition date as the fair value measurement point; and modifies the disclosure requirements. Additionally, it changes the accounting treatment for
transaction costs, acquired contingent arrangements, in-process research and development, restructuring costs, changes in deferred tax asset valuation allowances as a result of business
combination, and changes in income tax uncertainties after the acquisition date. SFAS 141(R) applies prospectively to business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after December 15, 2008. Earlier adoption is prohibited. However, accounting for changes in valuation allowances for acquired
deferred tax assets and the resolution of uncertain tax positions for prior business combinations will impact tax expense instead of impacting goodwill. The Group is currently assessing the
impact, if any, that the adoption of SFAS 141(R) will have on its consolidated financial statements.
 

On December 4, 2007 the FASB issued SFAS No. 160, “Non-controlling Interests in Consolidated Financial Statements — An Amendment of ARB No. 51” (“SFAS 160”). SFAS 160
establishes new accounting and reporting standards for the non-controlling interest in a subsidiary and for the deconsolidation of a subsidiary. Specifically, this statement requires the
recognition of a non-controlling interest (minority interest) as equity in the consolidated financial statements and separate from the parent’s equity. The amount of net income attributable to the
non-controlling interest will be included in consolidated net income on the face of the statement of operations. SFAS 160 clarifies that changes in a parent’s ownership interest in a subsidiary
that do not result in deconsolidation are equity transactions if the parent retains its controlling financial interest. In addition, this statement requires that a parent recognize a gain or loss in net
income when a subsidiary is deconsolidated. Such gain or loss will be measured using the fair value of the non-controlling equity investment on the deconsolidation date. SFAS 160 also
includes expanded disclosure requirements regarding the interests of the parent and its non-controlling interest. SFAS 160 is effective for fiscal years, and interim periods within those fiscal
years, beginning on or after December 15, 2008 and will be applied prospectively with the exception of the presentation and disclosure requirements, which must be applied retrospectively for
all periods presented. Earlier adoption is prohibited. The Company is currently assessing the impact, if any, the adoption of SFAS 160 will have on its consolidated financial statements.
 

In March 2008, the FASB issued SFAS No. 161, “Disclosures About Derivative Instruments and Hedging Activities”, an amendment of FASB Statement No. 133 (“SFAS 161”).
SFAS 161 requires enhanced disclosures to help investors better understand the effect of an entity’s derivative instruments and related hedging activities on its financial position, financial
performance, and cash flows. SFAS 161 is effective for financial statements issued for fiscal years
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and interim periods beginning after November 15, 2008, with early application encouraged. The Group is currently assessing the impact, if any, that the adoption of SFAS No. 161 will have on
its consolidated financial statements.
 

In April 2008, the FASB issued FASB Staff Position No. FAS 142-3, Determination of the Useful Life of Intangible Assets (“FSP FAS 142-3”). FSP FAS 142-3 amends the factors that
should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized intangible asset under FASB Statement No. 142, “Goodwill and Other
Intangible Assets,” and requires enhanced disclosures relating to: (a) the entity’s accounting policy on the treatment of costs incurred to renew or extend the term of a recognized intangible
asset; (b) in the period of acquisition or renewal, the weighted-average period prior to the next renewal or extension (both explicit and implicit), by major intangible asset class; and (c) for an
entity that capitalizes renewal or extension costs, the total amount of costs incurred in the period to renew or extend the term of a recognized intangible asset for each period for which a
statement of financial position is presented, by major intangible asset class. FSP FAS 142-3 must be applied prospectively to all intangible assets acquired as of and subsequent to fiscal years
beginning after December 15, 2008, and interim periods within those fiscal years. Early adoption is prohibited. The Group is currently evaluating the impact that FSP FAS 142-3 will have on
the consolidated financial statements.
 

In June 2009, the FASB issued SFAS No. 168, “The FASB Accounting Standards CodificationTM and the Hierarchy of Generally Accepted Accounting Principles — a replacement of
FASB Statement No. 162.” The FASB Accounting Standards CodificationTM (Codification) will become the source of authoritative United States GAAP recognized by the FASB to be applied
by nongovernmental entities. This Statement and the Codification will not change GAAP. This Statement is effective for interim and annual periods ending after September 15, 2009. The
Codification will not change GAAP and therefore should not impact the Group’s consolidated financial statements.
 

In April 2009, the FASB issued Staff Position No. FAS 157-4, Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased
and Identifying Transactions That Are Not Orderly (“FSP FAS 157-4”). FSP FAS 157-4 relates to determining fair values when there is no active market or where the price inputs being used
represent distressed sales. It reaffirms what SFAS No. 157 states is the objective of fair value measurement — to reflect how much an asset would be sold for in an orderly transaction (as
opposed to a distressed or forced transaction) at the date of the financial statements under current market conditions. Specifically, it reaffirms the need to use judgment to ascertain if a formerly
active market has become inactive and in determining fair values when markets have become inactive. This guidance is effective for interim and annual periods ending after June 15, 2009, but
entities may early adopt this guidance for the interim and annual periods ending after March 15, 2009. The Group is currently evaluating the impact that FSP FAS 157-4 will have on the
consolidated financial statements.
 

In May 2009, the FASB issued SFAS No. 165 “Subsequent Events” (“SFAS 165”). SFAS 165 names the two types of subsequent events either as recognized subsequent events or non-
recognized subsequent events and modifies the definition of subsequent events as events or transactions that occur after the balance sheet date, but before the financial statements are issued.
The statement also requires entities to disclose the date through which an entity has evaluated subsequent events and the basis for that date. SFAS 165 is effective on a prospective basis for
interim or annual financial periods ending after June 15, 2009. The Company does not believe that the application of SFAS 165 will have a material impact on the Company’s consolidated
financial statements.
 

3.  CONCENTRATION OF RISKS
 

Concentration of credit risk
 

Assets that potentially subject the Group to significant concentration of credit risk primarily consist of cash and accounts receivable. As of December 31, 2008, substantially all of the
Group’s cash was deposited in financial institutions located in the PRC and in Hong Kong, which management believes are of high credit quality. Accounts receivable are typically unsecured
and are derived from revenue earned from hospitals in the PRC. The risk with respect to accounts receivable is mitigated by credit evaluations the Group performs on its customers and its
ongoing
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monitoring of outstanding balances. As of December 31, 2007 and 2008, the Company had deposits with and receivables due from one of its customers (see note 9).
 

Concentration of customers
 

The Group currently generates a substantial portion of its revenue from a limited number of customers. As a percentage of revenues, the top five customers accounted for 62% for the
period from January 1, 2007 to October 30, 2007 (predecessor), 65% for the period from September 10, 2007 to December 31, 2007 (successor) and 38% for the year ended December 31, 2008
(successor). The loss of revenue from any of these customers would have a significant negative impact on the Group’s business. However, arrangements with customers are mostly long-term in
nature. Due to the Group’s dependence on a limited number of customers and the contingent fees received based on variables the Group does not control, any negative events with respect to
the Group’s customers may cause material fluctuations or declines in the Group’ revenue and have a material adverse effect on the Group’s financial condition and results of operations.
 

Concentration of suppliers
 

A significant portion of the Group’s medical equipment are sourced from its three largest suppliers who collectively accounted for 100% of the total medical equipment purchases of the
Group for the period from January 1, 2007 to October 30, 2007 (predecessor), 100% for the period from September 10, 2007 to December 31, 2007 (successor) and 96% of the total medical
equipment purchases of the Group for the year ended December 31, 2008 (successor). Failure to develop or maintain the relationships with these suppliers may cause the Group to identify
other suppliers in order to expand its business with new hospitals. Any disruption in the supply of the medical equipment to the Group may adversely affect the Group’s business, financial
condition and results of operations.
 

Current vulnerability due to certain other concentrations
 

The Group’s operations may be adversely affected by significant political, economic and social uncertainties in the PRC. Although the PRC government has been pursuing economic
reform policies for more than 20 years, no assurance can be given that the PRC government will continue to pursue such policies or that such policies may not be significantly altered,
especially in the event of a change in leadership, social or political disruption or unforeseen circumstances affecting the PRC’s political, economic and social conditions. There is also no
guarantee that the PRC government’s pursuit of economic reforms will be consistent or effective.
 

The Group transacts all of its business in RMB, which is not freely convertible into foreign currencies. On January 1, 1994, the PRC government abolished the dual rate system and
introduced a single rate of exchange as quoted daily by the People’s Bank of China (the “PBOC”). However, the unification of the exchange rates does not imply that the RMB may be readily
convertible into United States dollars or other foreign currencies. All foreign exchange transactions continue to take place either through the PBOC or other banks authorized to buy and sell
foreign currencies at the exchange rates quoted by the PBOC. Approval of foreign currency payments by the PBOC or other institutions requires submitting a payment application form
together with suppliers’ invoices, shipping documents and signed contracts.
 

Additionally, the value of the RMB is subject to changes in central government policies and international economic and political developments affecting supply and demand in the PRC
foreign exchange trading system market.
 

A medical-related business is subject to significant restrictions under current PRC laws and regulations. Currently, the Group conducts its operations in China through contractual
arrangements entered into with hospitals in the PRC. The relevant regulatory authorities may find the current contractual arrangements and businesses to be in violation of any existing or
future PRC laws or regulations. If so, the relevant regulatory authorities would have broad discretion in dealing with such violations.
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4.  ACQUISITIONS
 

Acquisition of China Medstar
 

China Medstar was a publicly listed company on the Alternative Investment Market (the “AIM”) of the London Stock Exchange in the United Kingdom. Consistent with the Company’s
business, MSC, the wholly-owned subsidiary of China Medstar, was also principally engaged in leasing of medical equipment to hospitals and provision of management services in the PRC.
 

In July 2008, the Group acquired China Medstar for cash consideration of £17.1 million, (US$34,975) or 62 pence per share in exchange for 100% of Medstar’s issued and outstanding
share capital. On July 31, 2008, the Company completed the acquisition of China Medstar at which China Medstar became a 100% owned subsidiary of the Group. The acquisition of China
Medstar was designed to complement the Group’s existing network of treatment and diagnostic lease and management service arrangements. The results of China Medstar’s operations have
been included in the Company’s consolidated financial statements commencing August 1, 2008, the acquisition date.
 

The purchase price allocation for the acquisition is primarily based on valuations determined by the Group with the assistance of American Appraisal. The consideration paid by the
Company was more than the fair value of the net identifiable assets which led to the realization of goodwill. The purchase price was allocated to net assets acquired at fair value as follows:
 
         

  RMB   US$  
 

Goodwill   21,210   3,107 
Current assets   77,053   11,287 
Long-term receivables   9,397   1,377 
Property, plant and equipment   217,965   31,931 
Other intangible assets- customer relationships and operating lease   52,380   7,673 
Deposit for property, plant and equipment   83,505   12,233 
Deferred tax assets, non-current portion   23,089   3,382 
Deferred tax liabilities, non-current portion   (12,529)   (1,835)
Liabilities assumed   (233,323)   (34,180)
         

Total consideration paid   238,747   34,975 
         

 

The Company, with the assistance of American Appraisal, determined the fair value of the acquired customer relationships and operating lease agreements (acquired intangibles) to be
approximately RMB52,380 (US$7,673). The Company amortizes acquisition related intangible assets on a straight line basis over the economic life.
 

The following unaudited pro forma consolidated financial information reflects the Group’s consolidated results of operations for the period from September 10, 2007 to December 31,
2007 (successor) and the year ended December 31, 2008 (successor) as if the acquisition of China Medstar had occurred September 10, 2007 and January 1, 2008, respectively. These unaudited
pro forma results have been prepared for information purposes only and do not purport to be indicative of what the Company’s consolidated results of operations would have been had the
acquisition of China Medstar actually taken place on September 10, 2007 and January 1, 2008, respectively, and may not be indicative of future results of operations.
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  September 10, 2007        
  to December 31,   For the Year Ended December 31, 
  2007   2008  
  (successor)   (successor)  
  RMB   RMB   US$  

 

Revenues, net   25,392   234,662   34,377 
             

Net (loss) income   (45,638)   106,626   15,620 
             

Net loss attributable to ordinary shareholders   (45,610)   (603,628)   (88,428)
             

Net loss per common share — basic and diluted   (0.91)   (10.50)   (1.54)
             

 

Acquisition of XHF
 

XHF was established in Beijing, the PRC on July 27, 2007 as a limited liability company. The registered and paid-in capital of XHF amounted to RMB10,000 (US$1,465). Similarly,
XHF is principally engaged in the provision of leasing of medical equipment and management services. On October 28, 2008, the Group consummated 100% of the equity interest of XHF
for cash consideration of approximately RMB34,979 (US$5,124). As at December 31, 2008, RMB18,016 (US$2,639) was recorded in “Payable for acquisition of a subsidiary and business
components” which was paid in first half of 2009.
 

The Company, with the assistance of American Appraisal, determined the fair value of the acquired customer relationships to be approximately RMB18,000 (US$2,637). The
Company amortizes acquisition related intangible assets on a straight basis over the economic life.
 

Unaudited pro forma consolidated financial information has not been provided due to the overall insignificance of the acquisition relative to the Company’s results of operations and
financial condition for the year ended December 31, 2008. The results of XHF’s operations have been included in the Company’s consolidated financial statements since October 28, 2008,
the acquisition date.
 

The purchase price allocation for the acquisition is primarily based on valuations determined by the Group with the assistance of American Appraisal. The purchase price was
allocated to net assets acquired at estimated fair value as follows:
 
         

  RMB   US$  
 

Goodwill   10,906   1,598 
Current assets   12,680   1,857 
Property, plant and equipment   15,288   2,239 
Other intangible assets — customer contracts and customer relationships   18,000   2,637 
Liabilities assumed   (21,895)   (3,207)
         

Total cash consideration   34,979   5,124 
         

 

Other acquisitions
 

In order to expand the Group’s network in cancer radiotherapy and diagnosis, on March 31, 2008, the Group acquired certain medical equipment located in Tianjin People Liberation
Army 272 Hospital and the related business
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from a third party for cash consideration of RMB14,000 (US$2,051). As at December 31, 2008, the Company had RMB 10,000 (US$1,465) recorded in “Payable for acquisition of a subsidiary
and business components” relating to these acquisitions. On August 31, 2008, the Group acquired certain medical equipment located in People Liberation Army 254 Hospital and the related
business from another third party for cash consideration of RMB3,980 (US$583). These acquired assets and activities were considered to constitute businesses in accordance with EITF 98-3
“Determining Whether a Nonmonetary Transaction Involves Receipt of Productive Assets or of a Business”.
 

The Company, with the assistance of American Appraisal, determined the estimated fair value of the goodwill and intangible assets to be approximately RMB8,766 (US$1,284) and
RMB1,957 (US$287), respectively. The Company amortizes acquisition related intangible assets based on the benefits expected to be realized, considering the related cash flows over the life
of each relationship, up to a period of 12 years.
 

5.  ACCOUNTS RECEIVABLE
 
             

  December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Accounts receivable   22,818   96,602   14,152 
Allowance for doubtful accounts   (3,808)   (3,830)   (561)
             

Accounts receivable, net   19,010   92,772   13,591 
             

Movement in allowance for doubtful accounts:             
Balance at beginning of the period   2,528   3,808   558 
Provisions   1,280   22   3 
             

Balance at end of the period   3,808   3,830   561 
             

 

6.  PREPAYMENT AND OTHER CURRENT ASSETS
 

Prepayment and other current assets consist of the following:
 
             

  December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Deposits to a hospital*   —    15,000   2,197 
Prepayments to suppliers**   —    9,953   1,458 
Advance to the hospitals   2,217   2,568   376 
Deferred cost   —    7,005   1,026 
Others   3,915   9,040   1,325 
             

   6,132   43,566   6,382 
             

 

 

* The amount represents an interest-free cash deposit paid to a customer hospital pursuant to the management service contract to which the deposit is repayable at the termination of the service contract (see note 25.)
** The amount represents interest-free non-refundable partial payments to suppliers associated with contracts the Group enters into for the future scheduled delivery of medical equipment for sales. The remaining contractual obligations

associated with these purchase contracts are approximately RMB4,200 (US$615) which is included in the amount disclosed as Purchase Commitments at note 22. The risk of loss arising from non-performance by or bankruptcy of the
suppliers is assessed prior to ordering the equipment. To date, the Group has not experienced any loss on advances to suppliers.
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7.  PROPERTY, PLANT AND EQUIPMENT, NET
 

Property, plant and equipment consist of the following:
 
             

  December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Medical equipment   54,225   299,100   43,816 
Electronic and office equipment   1,186   1,895   278 
Motor vehicles   178   178   26 
Leasehold improvement and building improvement   113   1,182   173 
Construction in progress   —    65,029   9,526 
             

Total   55,702   367,384   53,819 
Less: Accumulated depreciation   (999)   (18,263)   (2,675)
             

   54,703   349,121   51,144 
             

 

Depreciation expenses were approximately RMB17,906, RMB1,084 and RMB17,629 (US$2,583) for the period from January 1, 2007 to October 30, 2007 (predecessor), September 10,
2007 to December 31, 2007 (successor) and for the year ended December 31, 2008 (successor), respectively.
 

As at December 31, 2008, certain of the Group’s property, plant and equipment with a net book value of approximately RMB81,595 (US$11,953) (2007: Nil) were pledged as security
for bank borrowings of RMB112,760 (US$16,519) (2007: Nil).
 

As at December 31, 2008, the Company held equipment under operating lease contracts with customers with an original cost of RMB299,100 (US$43,816) and accumulated
depreciation of RMB17,705 (US$2,594). As at December 31, 2007, the Company held equipment under operating lease contracts with customers with an original cost of RMB54,225 and
accumulated depreciation of RMB939.
 

8.  OTHER INTANGIBLE ASSETS AND GOODWILL
 

Goodwill is comprised of the following:
 
                 

     September 10,        
     2007        
  January 1, 2007 to   to December 31,   For the Year Ended December 31, 
  October 30,   2007   2008  
  (predecessor)   (successor)   (successor)   (successor)  
  RMB   RMB   RMB   US$  

 

Balance at beginning of period   —    —    259,282   37,983 
Goodwill recognized upon Reorganization (note 1)   —    259,282   —    —  
Goodwill recognized upon acquisition of China Medstar   —    —    21,209   3,107 
Goodwill recognized upon acquisition of XHF (note 4)   —    —    10,906   1,598 
Goodwill recognized in other business acquisitions (note 4)   —    —    8,766   1,284 
                 

Balance at end of period   —    259,282   300,163   43,972 
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No impairment loss was recognized in any of the periods presented.
 

Acquired intangible assets consist of the following:
 
             

  December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Customer relationship intangibles — OMS (note 1)   122,000   122,000   17,872 
Operating lease intangibles — OMS (note 1)   10,000   10,000   1,465 
Customer relationship intangibles — China Medstar and other acquisitions (note 4)   —    67,259   9,853 
Operating lease intangibles — China Medstar and other acquisitions (note 4)   —    5,078   744 
Less: Accumulated amortization   (2,002)   (22,499)   (3,296)
             

   129,998   181,838   26,638 
             

 

Acquired intangible amortization expenses were approximately nil, RMB2,002 and RMB20,894 (US$3,061) for the period from January 1, 2007 to October 30, 2007 (predecessor),
September 10, 2007 to December 31, 2007 (successor) and for the year ended December 31, 2008 (successor), respectively. The estimated annual amortization expenses for the above
intangible assets for each of the five succeeding years are as follows:
 
         

  Amortization  
  RMB   US$  

 

2009   26,493   3,881 
2010   26,815   3,928 
2011   23,142   3,390 
2012   23,142   3,390 
2013   18,862   2,763 
         

   118,454   17,352 
         

 

9.  DEPOSITS FOR NON-CURRENT ASSETS
 

Deposits for non-current assets consist of the following:
 
             

  December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Deposit for purchase of property, plant and equipment *   9,461   128,749   18,861 
Deposit held by a related party **   15,904   17,630   2,583 
Other ***   —    20,821   3,050 
             

   25,365   167,200   24,494 
             

 

 

* Represents interest-free non-refundable partial payments to suppliers associated with contracts the Company enters into for the future scheduled delivery of medical equipment to customers. The remaining contractual obligations
associated with these purchase contracts are approximately RMB50,220 (US$7,357) which is included in the amount disclosed as Purchase Commitments in Note 22. The risk of loss arising from non-performance by or bankruptcy of
the suppliers is assessed prior to ordering the equipment. To date, the Group has not experienced any loss on deposit to suppliers.
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** On October 31, 2007, the Group entered into a long-term sale and purchase agreement with Our Medical, under which the Group agreed to purchase gamma knife systems at agreed upon prices and Our Medical also agreed to provide
the Group relevant maintenance and repair services and training. Our Medical is controlled by an individual who was a director of the Group until July 2009.

*** The Group has entered into two distinct framework agreements with Chang’an Hospital Co. Ltd. (“Chang’an”) towards the development and construction of the following two medical facilities:
 

 • On December 18, 2007, the Group entered into a framework agreement to build a proton treatment center in Beijing, pursuant to which the Group paid deposits to a subsidiary of Chang’an Information Industry (Group) Co., Ltd.,
(“Chang’an Information”) to be used towards the construction of the proton treatment center (“Beijing Proton Medical Center”). Total deposits paid as of December 31, 2008 pursuant to this arrangement amounted to RMB3,821
(US$560).

 • On July 1, 2008, the Group entered into a framework agreement with Chang’an to build a cancer center in northwest China, the Chang’an CMS International Cancer Center (“CCICC”) pursuant to which the Group paid security
deposits to Chang’an totaling RMB17,000 (US$2,490), which were been recorded as a non-current deposit as of December 31, 2008. (See note 25.)

 

10.  BANK BORROWINGS
 
           

  December 31,  
  2007  2008   2008  
  (successor)  (successor)   (successor)  
  RMB  RMB   US$  

 

Total bank borrowings  —   112,760   16,519 
           

Comprised of:           
Short-term  —   20,800   3,047 
Long-term, current portion  —   39,840   5,836 

           

  —   60,640   8,883 
Long-term, non-current portion  —   52,120   7,636 

           

  —   112,760   16,519 
           

 

All bank borrowings were originally obtained by MSC and assumed by the Company and are from financial institutions in the PRC and are secured by equipment with a net carrying
value of RMB81,595 (US$11,953) (2007: Nil). As at December 31, 2008, the Company had RMB39,840 (US$5,836) due within one year and RMB52,120 (US$7,636) due between one and
two years. These arrangements do not have any financial reporting or administrative covenants restricting the Company’s operating, investing and financing activities.
 

The short-term bank borrowing outstanding at December 31, 2008 bore weighted average interest at 6.66% per annum, and was denominated in RMB. The long-term bank borrowings
outstanding at December 31, 2008 bore weighted average interest at 7.47% per annum and were denominated in RMB.
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11.  ACCRUED EXPENSES AND OTHER LIABILITIES
 

The components of accrued expenses and other liabilities are as follows:
 
             

  December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Accrued expenses   3,013   3,772   553 
Salary and welfare payable   2,152   2,650   388 
Business and other taxes payable   4,879   9,339   1,368 
Unrecognized tax benefit and related interest and penalty (note 17)   4,993   20,509   3,004 
Other accruals   6,942   6,174   905 
             

   21,979   42,444   6,218 
             

 

12.  OBLIGATIONS UNDER CAPITAL LEASES
 

The Company has three capital lease obligations with three independent financing companies, collateralized by the respective medical equipment with an aggregate net book value of
approximately RMB 31,610 (US$4,631) as at December 31, 2008. These obligations have stated interest rates ranging between 6.3% and 12.53%, are payable in 3 to 56 monthly installments,
and mature between March 2009 and August 2013.
 

Future minimum lease payments, together with the present value of the net minimum lease payments under capital leases, at December 31, 2008, are summarized as follows:
 
         

  
Minimum Lease

Payments  
  RMB   US$  

 

2009   5,084   745 
2010   3,781   554 
2011   3,781   554 
2012   3,781   554 
2013   2,611   382 
         

Total capital lease payments   19,038   2,789 
Less: imputed interest   (3,663)   (537)
         

   15,375   2,252 
Less: current portion   (3,719)   (545)
         

   11,656   1,707 
         

 

At December 31, 2008, the Company held equipment under capital lease contracts with an original cost of RMB39,799 (US$5,830) and accumulated depreciation of RMB8,739
(US$1,280). At December 31, 2007, the Company held equipment under capitalized lease contracts with an original cost of RMB23,675 (US$3,468) and accumulated depreciation of
RMB6,959 (US$1,019). The depreciation and amortization expenses of medical equipment under capital leases are included in cost of revenues — depreciation and amortization expenses
lease and management services.
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13.  CONVERTIBLE NOTES
 

Tranche A Convertible Notes
 

On November 17, 2007, OMS issued notes convertible into Series A contingently redeemable convertible preferred shares (the “Series A Preferred Shares”) with a principal amount of
US$5,000 (the “Tranche A Convertible Notes”) to Carlyle Asia Growth Partners III, L.P. (hereafter, “Carlyle Asia”) and CAGP III Co-Investment, L.P. (“CAGP”, an affiliate of Carlyle Asia,
together with Carlyle Asia, “Carlyle”) for cash consideration of US$5,000. The Tranche A Convertible Notes bear compound interest on the principal amount at a rate of 10% per annum. The
maturity date of the Tranche A Convertible Notes is December 31, 2008, provided they are not previously converted into Series A Preferred Shares.
 

Automatic Conversion
 

The Tranche A Convertible Notes, including any accrued and unpaid interest, are automatically convertible upon the issuance of Series A Preferred Shares at a conversion price that is
not fixed until the issuance date of Series A Preferred Shares; the conversion price will be the then subscription price of the Series A Preferred Shares. On April 10, 2008, the Company issued a
tranche of Series A Preferred Shares at US$188 per share. Concurrently, the conversion price of the Tranche A Convertible Notes was renegotiated and modified to a conversion price of
US$179 per share.
 

On April 10, 2008, the total principal and accrued and unpaid interest of the Tranche A Convertible Notes amounting to US$5,172 was converted into 28,882 Series A Preferred Shares.
 

Tranche B Convertible Notes
 

On April 2, 2008, the Company issued notes convertible into Series A Preferred Shares (“Tranche B Convertible Notes”) to Carlyle with a principal amount of US$20,000. The
Tranche B Convertible Notes bear compound interest on the principal amount at a rate of 9% per annum. The maturity date of the Tranche B Convertible Notes is December 31, 2009, provided
they are not previously converted into Series A Preference Shares.
 

Conversion
 

Carlyle shall have the right, at its sole option, to convert the Tranche B Convertible Notes into Series A Preferred Shares at any time starting from the closing of the subscription of the
Series A Preferred Shares on April 10, 2008 to August 30, 2008 at an initial conversion price of $235 per share. If an initial public offering (“IPO”) of the Company occurs after August 31,
2008, all the principal and accrued and unpaid interest shall be automatically converted into a number of Series A Preferred Shares at a conversion price that is not fixed, calculated according
to a formula based on the Group’s 2008 net income as disclosed in the IPO.
 

On July 31, 2008, Carlyle exercised its conversion right and the total principal and accrued and unpaid interest of the Tranche B Convertible Notes amounting to US$20,547 was
converted into 87,425 Series A Preferred Shares.
 

Accounting for the Tranche A and Tranche B Convertible Notes
 

The Tranche A and Tranche B Convertible Notes (collectively the “Convertible Notes”) were accounted for in accordance with SFAS 150, “Accounting for Certain Financial
Instruments with Characteristics of both Liabilities and Equity” (“SFAS 150”) as a liability recorded at fair value, because the Convertible Notes are convertible into Series A Preferred Shares,
which are redeemable instruments.
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The movement of Convertible Notes presented on the consolidated balance sheets is as follows:
 
     

  (Successor)  
  RMB  

 

Balance as at September 10, 2007     
Issuance of Tranche A Convertible Notes   36,523 
Fair value loss   341 
Foreign exchange translation gain   (11)
     

Balance as at December 31, 2007   36,853 
Issuance of Tranche B Convertible Notes   140,241 
Fair value loss   464 
Foreign exchange translation gain   (1,476)
Conversion to Series A Preferred Shares   (176,082)
     

Balance as at December 31, 2008   —  
     

Balance as at December 31, 2008 in US$   —  
     

 

14.  CONTINGENTLY REDEEMABLE CONVERTIBLE PREFERRED SHARES
 

In April 2008, OMS issued an aggregate of 53,070 Series A contingently redeemable convertible preferred shares (“Series A Preferred Shares”) to Carlyle and CICC Sun Company
Limited (“CICC”) for total cash proceeds of US$10,000, each investor subscribing for US$5,000. As discussed in note 13, the aggregate principal and accrued and unpaid interest relating to
the Tranche A Convertible Notes were converted into 28,882 Series A Preferred Shares on April 10, 2008 and all the principal and accrued and unpaid interest relating to the Tranche B
Convertible Notes were converted into 87,425 Series A Preferred Shares on July 31, 2008.
 

Concurrent with the issuance of the Series A Preferred Shares, one of the Company’s major shareholders transferred additional Series A Preferred Shares to CICC in return for services
rendered relating to the placement of Series A Preferred Shares and the Tranche B Convertible Notes. The total additional shares to be transferred represented 1.3% of the then if-converted
outstanding ordinary shares. This transfer agreement was settled on June 18, 2008. The Company agreed that a relative of a director of the Company shall transfer 7,565 of her own holdings of
the Company’s ordinary shares, which were redesignated as Series A Preferred Shares, and issued to CICC.
 

In October 2008, the Company issued an aggregate of 233,332 Series B contingently redeemable convertible preferred shares (the “Series B Preferred Shares”) to Carlyle, Starr
Investments Cayman II, Inc. (“Starr”), and CICC for cash consideration of US$25,000, US$25,000 and US$10,000, respectively.
 

The key terms of the Series A Preferred Shares and the Series B Preferred Shares (collectively the “Preferred Shares”) summarized below are defined in the Amended and Restated
Shareholders’ Agreement and the Company’s Second Amended and Restated Memorandum and Articles of Association adopted by special resolution passed on October 20, 2008, signed
among the Company, Carlyle, Starr and CICC.
 

Voting rights
 

The holder of each Preferred Share shall be entitled to the number of votes equal to the number of ordinary shares into which such Preferred Share could be converted.
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Dividends
 

A qualified initial public offering (“QIPO”) is defined as a firm-commitment underwritten IPO led by the Board, yielding a valuation of the Company of not less than US$450,000
immediately prior to the consummation of such IPO, or any other IPO approved by holders of at least 70% of the then outstanding Series B Preferred Shares.
 

Each holder of Preferred Shares shall be entitled to receive a dividend on an annual basis, in respect of each Preferred Share, of an amount equal to the higher of: (a) the product of the
number of ordinary shares into which such Preferred Share may then be converted multiplied by the dividend per ordinary share declared on the ordinary shares; or (b) the product of the
original issuance price of each Preferred Share multiplied by 5%. Dividends are payable annually on April 30 in the following financial year.
 

Liquidation Preference
 

In the event of any liquidation, dissolution or winding up of the Company, each holder of Preferred Shares shall be entitled to receive, prior to and in preference to any distribution of
any of the assets or surplus funds of the Company to the holders of the ordinary shares, the amount equal to the sum of 150% times the original price of each Preferred Share plus all accrued
but unpaid dividends thereon and all interest accrued on such unpaid dividends, taking into account adjustments for share splits, share dividends, recapitalizations, share consolidations and
other capital reorganizations (“Liquidation Preference”).
 

Conversion
 

Each Preferred Share shall be convertible, at the option of the holder at any time into a number of fully paid and non-assessable ordinary shares at an initial conversion ratio of 1:100
(the “Conversion Ratio”), subject to adjustments for anti-dilution, as follows:
 

(i) if there was a share split or reverse share split, the conversion price should be adjusted proportionally;
 

(ii) if new equity or equity-linked securities (either ordinary or preferred shares, but not including securities issued to employees pursuant to employee benefit plans) were
subsequently issued at a lower price than the then-Conversion Price of any class of Preferred Shares, the Conversion Price of such Preferred Shares shall be adjusted to the price of the
newly issued shares.

 

All Preferred Shares outstanding immediately prior to the closing of the QIPO shall, on and with effect from the closing of the qualified initial public offering, be automatically
converted into ordinary shares at the then Conversion Ratio.
 

Redemption
 

Upon the occurrence of any Put Trigger Event as defined below, each holder of Preferred Shares shall have the right to require the Company to purchase all the Preferred Shares held by
the Preferred Shareholders at a rate of return of 12.5%.
 

“Put Trigger Event” means any of the following:
 

(i) the Company has not completed a qualified initial public offering by the third anniversary of the closing date of the subscription of the Series B Preferred Shares;
 

(ii) any of certain key directors has resigned from the Company and its subsidiaries, which resignation, in the sole determination of a majority of the Investors, has resulted in or
would be likely to result in, a material adverse effect; or

 

(iii) the Company or any of its Subsidiaries has breached or failed to be in compliance with any applicable laws that has had or would be reasonably likely to have, a material
adverse effect.
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Earning adjustments
 

If the Group’s 2008 adjusted net income (pro forma adjusted net income including 2008 net income of China Medstar for the whole year) falls below US$21,430 or if the Group’s 2009
adjusted net income falls below US$34,000, the controlling shareholders shall transfer a number of ordinary shares and cash to the Series A Preferred shareholders and Series B preferred
shareholders, to a maximum of approximately 198,200,000 ordinary shares as well as pay cash to the Preferred shareholders to a maximum of US$18,000. The Company has no legal
obligation to indemnify the controlling shareholders for such cash payment. The above earnings adjustments automatically terminate upon occurrence of a qualified IPO.
 

Accounting for the contingently redeemable convertible preferred shares
 

The Preferred Shares have been classified as mezzanine equity because their redemption is contingent on certain events which are not within the control of the Company. The Preferred
Shares are not currently redeemable because none of the Put Trigger Events have occurred and, to date, the Company has determined that they are not probable of occurring. The initial
carrying value of the preferred shares is accreted using the effective interest method to the redemption amount over the earliest redemption date.
 

The initial carrying values of the Preferred Shares is the issuance price at their respective issuance dates less the attributable issuance costs. The Company evaluated the Preferred
Shares to determine if there were any embedded derivatives requiring bifurcation and to determine if there was any beneficial conversion feature. The Company determined that the conversion
option of the Preference Shares did not qualify for the scope exception of SFAS 133 paragraph 11(a) because the conversion price may be adjusted if the Company’s ordinary or preference
shares are subsequently issued at a lower price than the original conversion price. However, the conversion option of the Preferred Shares did not qualify for derivative accounting because the
Preferred Shares are not readily convertible into cash as there is not a market mechanism in place for trading its shares. The redemption option of the Preferred Shares did not qualify for
derivative accounting because the option was not considered to require a principal repayment involving a substantial premium or discount. The liquidation preference of the Series A Preferred
Shares that may be triggered if the Company is placed in liquidation, dissolution or winding up was evaluated to be an embedded derivative to be bifurcated. As at December 31, 2008, the
Company has assessed the value of this embedded derivative to be insignificant and will continually assess the value of this embedded derivative at each balance sheet date.
 

A beneficial conversion feature exists when the effective conversion price of the Preferred Shares is lower than the fair value of the ordinary shares at April 2, 2009 and July 31, 2009
for the Series A Preferred Shares and October 17, 2008 for the Series B Preferred Shares. The intrinsic value of the beneficial conversion feature is allocated from the carrying value of the
Preferred Shares as a contribution to additional paid-in-capital. Since the conversion price of the Preferred Shares is subject to additional Preferred Shares from the Earnings Adjustments, the
effective conversion price used to calculate the beneficial conversion feature is determined at the commitment date as the most favorable conversion price that would be in effect at the
conversion date, assuming there are no changes to the current circumstances except for the passage of time.
 

The Company determined the fair value of ordinary shares based on valuations performed with assistance from American Appraisal. In accordance with EITF 98-5, Accounting for
Convertible Securities with Beneficial Conversion Features or Contingently Adjustable Conversion Ratios (“EITF 98-5”), if the intrinsic value of the beneficial conversion feature is greater
than the proceeds allocated to the Preferred Shares, the amount of discount assigned to the beneficial conversion feature is limited to the amount of the proceeds allocated to the Preferred
Shares. The cumulative preferred dividends were recorded as a reduction of income available to ordinary shareholders. The discount resulting from the beneficial conversion feature to the
Preferred Shares is then accreted to the earliest conversion date. For the year ended December 31, 2008, total beneficial conversion feature recorded for the Series A
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and Series B Preferred Shares was RMB253,317 (US$37,110) and RMB295,019 (US$43,219), respectively, which was immediately accreted at the issuance date.
 

An accretion charge to increase the carrying value of the Preferred Shares to their expected redemption amount is recorded as a reduction to retained earnings from the date of
issuance to the earliest redemption date of the Preferred Shares using the effective interest method. For the year ended December 31, 2008, accretion recorded to the expected redemption
amount for the Series A and Series B Preferred Shares amounted to RMB17,026 (US$2,494) and RMB9,744 (US$1,427), of which RMB6,801 (US$996) and RMB3,987 (US$584) was
recorded as dividends payable, respectively.
 

The balance and changes in balance of the Series A Preferred Shares and Series B Preferred Shares are as follows:
 
             

  Series A   Series B   Total  
  RMB   RMB   RMB  

 

Mezzanine equity — Balance as at December 31, 2007   —    —    —  
Conversion of Convertible Notes into Series A Preferred Shares   176,082   —    176,082 
Issuance of Series A Preferred Shares   70,120   —    70,120 
Less: Series A Preferred Shares issuance costs   (2,964)   —    (2,964)
Issuance of Series B Preferred Shares   —    411,021   411,021 
Less: Series B Preferred Shares issuance costs   —    (5,677)   (5,677)
Redesignation of 756,500 ordinary shares to Series A Preferred Shares   895   —    895 
Allocation of proceeds to beneficial conversion feature   (253,317)   (295,019)   (548,336)
Accretion of beneficial conversion feature   253,317   295,019   548,336 
Accretion of 5% fixed dividend   6,801   3,987   10,788 
Accretion to the redemption amount   10,225   5,757   15,982 
             

Total   261,159   415,088   676,247 
             

Mezzanine equity — Balance as at December 31, 2008   254,358   411,101   665,459 
             

Mezzanine equity — Balance as at December 31, 2008, in US$   37,262   60,224   97,486 
             

Dividend payable — Balance as at December 31, 2008   6,801   3,987   10,788 
             

Dividend payable — Balance at the end of December 31, 2008, in US$   996   584   1,580 
             

 

15.  SHAREHOLDERS’ EQUITY
 

Share exchange
 

All share and per share data before March 7, 2008 are presented to give retroactive effect to the share exchange between Ascendium and the Company at a rate of 10 shares in the
Company to 1 share in Ascendium which included all shares of OMS exchanged into shares of Ascendium at a rate of 1 to 1 on November 8, 2007.
 

Redesignation of 756,500 ordinary shares
 

On June 18, 2008, the Company redesignated 756,500 ordinary shares held by a relative of a director of the Company into 7,565 Series A Preferred Shares which were issued to
CICC as consideration for services related to the Series A Preferred Shares subscription and issuance of the Tranche B Convertible Notes. The aggregate fair value of the 7,565 Series A
Preferred Shares issued to CICC of RMB8,734 (US$1,279) was considered issuance costs and was allocated on a pro rata basis between the US$10 million subscription amount of the
Series A Preferred Shares and
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the US$20 million subscription amount of the Tranche B Convertible Notes, respectively. The issuance costs related to the Series A Preferred Shares of RMB2,911 (US$426) were charged
against the gross proceeds of the offering. The debt issuance costs related to the Tranche B Convertible Notes are amortized into interest expense over the term of the loan until maturity on
December 31, 2009. Total interest expense recorded was RMB895 (US$131). On July 31, 2008, when the Tranche B Convertible Notes were converted into Series A Preferred Shares, the
unamortized balance of the debt issuance costs was charged against the conversion amount of the Series A Preferred Shares. The fair value of the 7,565 Series A Preferred Shares issued to
CICC was determined with assistance from American Appraisal.
 

16.  RESTRICTED NET ASSETS
 

The Company’s ability to pay dividends is primarily dependent on the Company receiving distributions of funds from its subsidiaries. Relevant PRC statutory laws and regulations
permit payments of dividends by the Group’s PRC subsidiaries only out of their retained earnings, if any, as determined in accordance with PRC accounting standards and regulations. The
results of operations reflected in the financial statements prepared in accordance with U.S. GAAP differ from those reflected in the statutory financial statements of the Company’s subsidiaries.
 

In accordance with the PRC Regulations on Enterprises with Foreign Investment and their articles of association, a foreign invested enterprise established in the PRC is required to
provide certain statutory reserves, namely general reserve fund, the enterprise expansion fund and staff welfare and bonus fund which are appropriated from net profit as reported in the
enterprise’s PRC statutory accounts. A foreign invested enterprise is required to allocate at least 10% of its annual after-tax profit to the general reserve until such reserve has reached 50% of
its respective registered capital based on the enterprise’s PRC statutory accounts. Appropriations to the enterprise expansion fund and staff welfare and bonus fund are at the discretion of the
board of directors for all foreign invested enterprises. The aforementioned reserves can only be used for specific purposes and are not distributable as cash dividends. MSC, CHM, AMS, XHF
and AML were established as a foreign invested enterprise and therefore are subject to the above mandated restrictions on distributable profits.
 

As a result of these PRC laws and regulations that require annual appropriations of 10% of after-tax income to be set aside prior to payment of dividends as general reserve fund, the
Company’s PRC subsidiaries are restricted in their ability to transfer a portion of their net assets to the Company.
 

Amounts restricted include paid-in capital, statutory reserve funds and net assets of the Company’s PRC subsidiaries, as determined pursuant to PRC generally accepted accounting
principles, totaling approximately RMB680,476 (US$99,686) as of December 31, 2008; therefore in accordance with Rules 504 and 4.08 (e) (3) of Regulation S-X, the condensed parent
company only financial statements as of December 31, 2008 and 2007 and for each of the two years in the period ended December 31, 2008 are disclosed in note 26.
 

17.  TAXATION
 

Enterprise income tax:
 

Cayman Islands
 

Under the current laws of the Cayman Islands, the Company is not subject to tax on income or capital gains. In addition, upon payments of dividends by the Company to its
shareholders, no Cayman Islands withholding tax will be imposed.
 

British Virgin Islands
 

Under the current laws of the British Virgin Islands, Ascendium and OMS are not subject to tax on income or capital gains. In addition, upon payments of dividends by these companies
to their shareholders, no British Virgin Islands withholding tax will be imposed.
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Hong Kong
 

CMS Holdings and Cyber are incorporated in Hong Kong and do not conduct any substantive operations of their own.
 

No provision for Hong Kong profits tax has been made in the financial statements as the Company has no assessable profits for the year ended December 31, 2008. In addition, upon
payment of dividends by CMS Holdings and Cyber to their shareholder, no Hong Kong withholding tax will be imposed.
 

Singapore
 

China Medstar is incorporated in Singapore and does not conduct any substantive operations of its own.
 

No provision for Singapore profits tax has been made in the financial statements as the Company has no assessable profits for the year ended December 31, 2008. In addition, upon
payments of dividends by China Medstar to its shareholder, no Singapore withholding tax will be imposed.
 

China
 

Prior to January 1, 2008, PRC enterprise income tax, “EIT”, was generally assessed at the rate of 33% of taxable income. However, as foreign enterprises located in the Shenzhen
Special Economic Zone or Pudong New District of Shanghai, AMS and MSC are entitled to preferential EIT rate of 15%.
 

In March 2007, a new enterprise income tax law (the “New EIT Law”) in the PRC was enacted which was effective on January 1, 2008. The New EIT Law applies a uniform 25% EIT
rate to both foreign invested enterprises and domestic enterprises. The new law provides a five-year transition period from its effective date for those enterprises which were established before
the promulgation date of the new tax law and which were entitled to a preferential tax treatment such as a reduced tax rate or a tax holiday. Based on the transitional rule, certain categories of
enterprises, including the foreign invested enterprise located in Shenzhen Special Economic Zone and Pudong New District, which previously enjoyed a preferential tax rate of 15% are eligible
for a five-year transition period during which the income tax rate will be gradually increased to the unified rate of 25%. Specifically, the applicable rates for AMS and MSC would be 18%,
20%, 22%, 24% and 25% for 2008, 2009, 2010, 2011, 2012 and thereafter, respectively.
 

AMS and MSC have accounted for their current and deferred income tax based on the five-year transitional tax rates, as applicable.
 

Dividends paid by PRC subsidiaries of the Group out of the profits earned after December 31, 2007 to non-PRC tax resident investors would be subject to PRC withholding tax. The
withholding tax would be 10%, unless a foreign investor’s tax jurisdiction has a tax treaty with China that provides for a lower withholding tax rate.
 

Income (loss) before income taxes consists of:
 
                  

  January 1, 2007 to    September 10, 2007   For the Year Ended  
  October 30, 2007    to December 31, 2007   December 31, 2008  
  (predecessor)    (successor)   (successor)  
      RMB   RMB   US$  

Non — PRC   —     (54,205)   (6,335)   (928)
PRC   34,444    5,697   108,739   15,929 
                  

   34,444    (48,508)   102,404   15,001 
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The current and deferred components of the income tax expense/(benefit) appearing in the consolidated statements of operations are as follows:
 
                  

  January 1, 2007 to    September 10, 2007   For the Year Ended  
  October 30, 2007    to December 31, 2007   December 31, 2008  
  (predecessor)    (successor)   (successor)  
      RMB   RMB   US$  

Current tax expense   5,542    1,426   28,395   4,159 
Deferred tax expense (benefit)   9,472    (1,608)   (5,060)   (741)
                  

   15,014    (182)   23,335   3,418 
                  

 

A reconciliation of the differences between the statutory tax rate and the effective tax rate for EIT is as follows:
 
                  

  January 1, 2007 to    September 10, 2007   For the Year Ended  
  October 30, 2007    to December 31, 2007   December 31, 2008  
  (predecessor)    (successor)   (successor)  
      RMB   RMB   US$  

Income (loss) before income taxes   34,444    (48,508)   102,404   15,001 
                  

Income tax computed at applicable tax rates (33% or 25%)   11,367    (16,007)   25,601   3,750 
Effect of different tax rates in different jurisdictions   —     17,887   1,548   227 
Non-deductible expenses   234    57   1,181   173 
Effect of preferential tax rate   (6,328)    (1,057)   (8,684)   (1,272)
Effect of tax rate changes   8,929    (1,248)   (378)   (55)
Interest and penalty on unrecognized tax benefits   812    186   4,067   595 
                  

   15,014    (182)   23,335   3,418 
                  

 

Reconciliation of accrued unrecognized tax benefits is as follows:
 
                 

  January 1, 2007 to   September 10, 2007   For the Years Ended  
  October 30, 2007   to December 31, 2007   December 31, 2008  
  (predecessor)   (successor)   (successor)   (successor)  
  RMB   RMB   RMB   US$  

 

Balance — beginning   1,552   2,941   3,218   471 
Additions based on tax positions related to the current year   1,389   277   7,393   1,083 
Addition arising from business acquisitions   —    —    2,294   336 
                 

Balance — end   2,941   3,218   12,905   1,890 
                 

 

The Group has recorded an unrecognized tax benefit of approximately RMB3,218 and RMB12,905 (US$1,890) in 2007 and 2008, respectively, which is included in the account of
“accrued expenses and other liabilities”. In 2007 and 2008, RMB2,821 and RMB10,064 (US$1,474), respectively, would impact the effective tax rate, if recognized in
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connection with the normal tax return preparation. Included in the balance at December 31, 2007 and 2008 are approximately RMB397 and RMB2,841 (US$416), respectively, of tax positions
for which the ultimate deductibility is highly certain but for which there is uncertainty about the timing of such deductibility.
 

It is possible that the amount of unrecognized tax benefits will change in the next twelve months. However, an estimate of the range of the possible change cannot be made at this time.
 

During the period from January 1 to October 30, 2007 (predecessor), the period September 10 to December 31, 2007 (successor) and the year ended December 31, 2008 (successor), the
Company recognized approximately RMB812, RMB186 and RMB4,067 (US$595) in income tax expenses for interest and penalties related to uncertain tax positions. The Company accrued
interest and penalties of approximately RMB1,774 and RMB7,604 (US$1,114), including approximately RMB1,762 (US$258) assumed in the acquisition of China Medstar, at December 31,
2007, and 2008, respectively.
 

The aggregate amount and per share effect of the tax holidays are as follows:
 
                 

  January 1, 2007 to   September 10, 2007   For the Years Ended  
  October 30, 2007   to December 31, 2007   December 31, 2008  
  (predecessor)   (successor)   (successor)   (successor)  
  RMB   RMB   RMB   US$  
  (amounts in thousands except for the per share data)  

 

The aggregate amount   5,676   1,488   8,684   1,272 
                 

The aggregate effect on basic and diluted earnings per share:                 
-Basic   0.11   0.03   0.15   0.02 

                 

-Diluted   0.11   0.03   0.15   0.02 
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The components of deferred taxes are as follows:
 
             

  December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB(’000)   RMB(’000)   US$(’000)  

 

Deferred tax assets, current portion             
Accrued expenses   516   300   44 
Accounts receivable   685   994   146 
Deferred revenue   —    2,595   380 

             

   1,201   3,889   570 
             

Deferred tax liability, current portion             
Deferred cost   —    (1,240)   (182)

             

Deferred tax assets, current portion, net*   1,201   2,649   388 
             

Deferred tax assets, non-current portion             
Accounts receivable   —    3,765   552 
Property, plant and equipment   36,520   54,044   7,917 
Deferred revenue, non-current portion   1,105   1,841   270 
Other   530   595   87 

             

   38,155   60,245   8,826 
             

Deferred tax liabilities, non-current portion             
Deferred cost   (1,240)   (1,523)   (223)
Intangible assets   (29,945)   (44,750)   (6,556)
Property, plant and equipment   (22,735)   (21,400)   (3,135)

             

   (53,920)   (67,673)   (9,914)
             

Deferred tax assets, non-current portion, net **   —    12,650   1,853 
             

Deferred tax liabilities, non-current portion, net **   (15,765)   (20,078)   (2,941)
             

 

 

* As at December 31, 2007 and 2008, deferred tax assets, current portion of approximately nil and RMB1,240 (US$182) have been offset against deferred tax liabilities, current portion relating to a particular tax-paying component of an
enterprise and within a particular tax jurisdiction, respectively.

** As at December 31, 2007 and 2008, deferred tax assets, non-current portion of approximately RMB38,155 and RMB47,595 (US$6,972) have been offset against deferred tax liabilities, non-current portion relating to a particular tax-
paying component of an enterprise and within a particular tax jurisdiction, respectively.

 

Aggregate undistributed earnings of the Company’s subsidiaries located in the PRC that are available for distribution at December 31, 2008 are considered to be indefinitely reinvested
under Accounting Principles Board Opinion No. 23 “Accounting for Income Taxes — Special Areas” and accordingly, no provision has been made for taxes that would be payable upon the
distribution of those amounts to any entity within the Group outside the PRC. Unrecognized deferred tax liabilities for temporary differences related to investments in foreign subsidiaries were
not recorded because the determination of that amount is not practicable.
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The Group does not have any present plan to pay any cash dividends on its ordinary shares in the foreseeable future. It intends to retain most of its available funds and any future
earnings for use in the operation and expansion of its business. As of December 31, 2008, the Group has not declared any dividends.
 

Business taxes
 

Generally revenue earned from the provision of leasing and management services is subject to 5% business tax regulations promulgated by the State Council of the PRC. Guoshuihan
[1999] No. 3402 issued by State Administration of Tax (the “SAT”) provided for an exemption to allow certain qualified profit sharing cooperation arrangements under existing PRC tax
regulation to be exempt from paying business taxes. One of the Group’s subsidiaries has not recorded any business taxes on certain of its leasing and management services on the basis that
revenue generated from these exceptional profit sharing cooperation arrangements with hospitals are exempt from business taxes. Based on the above, management believes that it is not
probable the SAT will challenge this subsidiary’s business tax exemption status for those exceptional profit sharing cooperation arrangements.
 

18.  Other Income
 

On January 21, 2008, the Company was awarded a settlement from the Intermediate Court of Shenzhen city, Guangdong Province in the amount of RMB7,734 (US$1,133) for the
reimbursement of amounts that were misappropriated by employees. These activities occurred during fiscal 2005 or before and were discovered in July 2006.
 

19.  Employee Share Options
 

OMS Share Options
 

On November 17, 2007, OMS, the predecessor of Ascendium and the Company, adopted a share option plan pursuant to which OMS granted three executive directors (“Grantees”)
25,000,000 options in aggregate (“OMS Share Options”) to purchase ordinary shares of OMS at an exercise price of US$0.80 per share. The OMS Share Options vest upon the achievement
of certain performance conditions.
 

The OMS Share Options are exercisable from the date they vest until their expiry on December 31, 2008 and are transferrable to any individuals designated by Grantees. As at
December 31, 2007, the OMS Share Options vested because all performance conditions had been met. The aggregate fair value of the options on the grant date of November 17, 2007 was
RMB49,526 (US$7,255), which was recorded as compensation expense.
 

In August 2008, Concord agreed to issue 21,184,600 vested options (“Concord Options”) with an exercise price of US$0.79 per share to the Grantees in exchange for their vested
OMS Share Options. Since the fair value of the Concord Options RMB36,207 (US$5,304) was less than the fair value of the OMS Share Options RMB45,970 (US$6,734), the difference of
RMB9,763 (US$1,430) has been credited to Additional Paid-In Capital.
 

Of the 21,184,600 vested Concord Options issued, 6,355,400 Concord Options were exercised immediately resulting in total proceeds of RMB34,382 (US$5,037) being paid to the
Company. The remaining 14,829,200 vested Concord Options, which were held by a significant shareholder of Concord, were sold to three directors of Concord for an amount which was
less than the fair value of the Concord Options (the “Concord Options Transfer”). The difference represented a benefit that the shareholder conveyed to the three directors to compensate
them for assuming directorship roles with the Company. The three directors signed employment contracts with the Company but the contractual terms did not contain a required service
period. At the date of the Concord Options Transfer, the fair value of the Concord Options (RMB25,460 (US$3,730)) calculated using an option pricing model exceeded the consideration
paid by the directors (RMB21,245 (US$3,112)) with the difference of RMB4,215 (US$617) being recognized immediately as compensation expense since the options had vested. An
offsetting credit was recognized in Additional Paid-In Capital to reflect the contribution made by the shareholder for providing a benefit to directors of the Company in accordance
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with SAB Topic 5T “Accounting for Expenses or Liabilities Paid by Principal Stockholder(s)”. The three directors immediately exercised the 14,829,200 Concord Options and paid total
proceeds of US$11,715 (RMB79,662) in aggregate.
 

The Company calculated the estimated grant date fair value of the share-based awards in 2007 and 2008 using a Binomial-Lattice Model based on the following weighted average
assumptions:
 
             

  November 17,   August 18,   August 18,  
  2007   2008   2008  
  (Successor)   (Successor)   (Successor)  
  OMS Options   OMS Options   Concord Options  

 

Risk-free interest rate   4.17%  2.94%  2.94%
Dividend yield   —    —    —  
Expected volatility range   38.34%  39.53%  39.53%
Sub optimal early exercise factor   1.5 times   1.5 times   1.5 times 

 

The volatility assumption was estimated based on the price volatility of ordinary shares of comparable companies in the health care industry. The sub optimal early exercise factor was
estimated based on the vesting and contractual terms of the awards and management’s expectation of exercise behavior of the grantees. The risk-free rate was based on the market yield of
China Sovereign Bonds denominated in US$ with maturity terms equal to the expected term of the option awards. Forfeitures were estimated based on historical experience. The fair value of
the ordinary shares, at the option grant dates, was determined with assistance from an independent valuation firm, American Appraisal. The weighted-average grant-date fair value of stock
options granted during the period from September 10 to December 31, 2007 (successor) and the year ended December 31, 2008 (successor) were RMB1.29 (US$0.19) and RMB1.71 (US$0.25)
per share, respectively.
 

No compensation expense was recorded by the predecessor entity for the period from January 1 to October 30, 2007 since no share-based awards were issued. Total share-based
compensation expense of RMB49,526 and RMB4,215 was recognized in the period from September 10 to December 31, 2007 (successor) and in the year ended December 31, 2008
(successor), respectively, in general and administrative expenses.
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The following table summarizes employee share-based awards activities during the period from January 1 to October 30, 2007 (predecessor), September 10 to December 31, 2007
(successor) and the year ended December 31, 2008 (successor):
 
                     

           Weighted     
           Average     
           Remaining     
Share Options Granted to  Number of   Weighted-Average   Weighted-Average   Contractual   Aggregate Intrinsic  
Employees  Shares   Exercise Price   Grant-date Fair Value   Term (Years)   Value  
 

Outstanding, January 1, 2007 and
October 30, 2007   —                  

Granted — OMS Options   25,000,000  US$ 0.80  US$ 0.26   1.09   —  
                     

Outstanding, December 31, 2007   25,000,000  US$ 0.80  US$ 0.26   1   —  
                     

Expiration of OMS Options   (25,000,000)  US$ 0.80  US$ 0.26   0.39   —  
                     

Grant of Concord Options   21,184,600  US$ 0.79  US$ 0.25   0.38   —  
Exercised of Concord Options   (21,184,600)  US$ 0.79  US$ 0.25   0.38  US$ 10,793 
                     

Outstanding, December 31, 2008   —                  
                     

 

The aggregate intrinsic value is calculated as the difference between the exercise price of the underlying awards and the fair value of the Company’s shares that would have been
received by the option holders if all in-the-money options had been exercised on December 31, 2008.
 

Concord 2008 Share Incentive Plan
 

On October 16, 2008, the Board of Directors adopted the 2008 Share Incentive Plan (“The 2008 Share Incentive Plan”). The 2008 Share Incentive Plan provides for the granting of
options, share appreciation rights, or other share-based awards to key employees, directors or consultants. The total number of Concord ordinary shares that may be issued under the
2008 Share Incentive Plan is up to 1,321,800 ordinary shares. As of December 31, 2008, no awards have been granted under the 2008 Share Incentive Plan.
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20.  RELATED PARTY TRANSACTIONS
 

a) Related parties
 
   

Name of Related Parties  Relationship with the Group
 

Mr. Haifeng Liu  A relative of a shareholder of the Company
Mr. Jianyu Yang  Director and shareholder of the Company
Mr. Zheng Cheng  Director and shareholder of the Company
Mr. Yaw Kong Yap  Director and shareholder of the Company
Shenzhen Hai Ji Tai Technology Co., Ltd. (“Haijitai”)  A company owned by Mr. Haifeng Liu
Beijing Medstar Hi-Tech Investment Co., Ltd. (“Beijing Medstar”)  A company under the control of Mr. Zheng Cheng
Our Medical New Technology Co, Ltd (“Our Medical”)  A company under the control of Mr. Haifeng Liu

 

b) The Group had the following related party transactions for the years ended December 31, 2007 and 2008:
 
                 

  January 1, 2007 to   September 10, 2007   For the Year Ended  
  October 30, 2007   to December 31, 2007   December 31, 2008  
  (predecessor)   (successor)   (successor)   (successor)  
  RMB   RMB   RMB   US$  

 

Short-term interest-free loans borrowed from:                 
Haijitai   —    38,700   —    —  
Mr. Haifeng Liu   —    4,000   —    —  
Mr. Jianyu Yang   —    1,000   4,000   586 
Repayment of interest-free loans borrowed from:                 
Haijitai   —    —    38,700   5,669 
Mr. Haifeng Liu   —    —    2,000   293 
Mr. Jianyu Yang   —    —    5,000   732 
Non-current deposits made to:                 
Our Medical   11,521   706   1,726   253 

 

Imputed interest, calculated using incremental borrowing rates ranging from 6.57% to 7.48%, amounting to approximately RMB8, RMB96, and RMB2,991 (US$438) for the period
from January 1 to October 30, 2007 (predecessor), September 10 to December 31, 2007 (successor) and the year ended December 31, 2008 (successor), respectively, were recorded with an
offsetting credit to Additional Paid-in Capital.
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c) The Group had the following related party balances at the end of the period:
 
             

  As at December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Amount due to related parties:             
Haijitai   38,700   —    —  
Beijing Medstar   —    196   29 
Mr. Haifeng Liu   4,000   2,000   293 
Mr. Jianyu Yang   1,000   —    —  
Mr. Zheng Cheng   —    1,351   198 
Mr. Yaw Kong Yap   —    60   9 
             

   43,700   3,607   529 
             

Deposits held by a related party:             
Our Medical   15,904   17,630   2,583 
             

 

All balances with the related parties as of December 31, 2007 and 2008 were unsecured, interest-free and have no fixed terms of repayment.
 

21.  EMPLOYEE DEFINED CONTRIBUTION PLAN
 

Full time employees of the Group in the PRC participate in a government mandated defined contribution plan, pursuant to which certain pension benefits, medical care, employee
housing fund and other welfare benefits are provided to employees. Chinese labor regulations require that the PRC subsidiaries of the Group make contributions to the government for these
benefits based on certain percentages of the employees’ salaries. The Group has no legal obligation for the benefits beyond the contributions made. The total amounts for such employee
benefits, which were expensed as incurred, were approximately RMB208, RMB35 and RMB938 (US$137) for the period from January 1 to October 30, 2007 (predecessor), September 10 to
December 31, 2007 (successor) and the year ended December 31, 2008 (successor), respectively.
 

Obligations for contributions to defined contribution retirement plans for full-time employees in Singapore are recognized as expense in the statements of operations as incurred. The
total amounts for such employee benefits, who is also a Director of the Company, were approximately nil, nil and RMB14 (US$2) for the period from January 1, 2007 to October 30, 2007
(predecessor), the period from September 10 to December 31, 2007 (successor) and the year ended December 31, 2008 (successor), respectively.
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22.  COMMITMENTS AND CONTINGENCIES
 

Operating lease commitments
 

Future minimum payments under non-cancelable operating leases with initial terms in excess of one year consist of the following at December 31, 2008:
 
         

  RMB   US$  
 

2009   2,700   396 
2010   1,512   221 
2011   1,191   174 
2012   1,144   168 
         

   6,547   959 
         

 

Payments under operating leases are expensed on a straight-line basis over the periods of their respective leases. The terms of the leases do not contain material rent escalation clauses
or contingent rents. For the years ended December 31, 2007 and 2008, total rental expenses for all operating leases amounted to approximately RMB711 and RMB2,620 (US$384),
respectively.
 

Purchase commitments
 

The Group has commitments to purchase certain medical equipment of approximately RMB115,919 (US$16,981) at of December 31, 2008, which are scheduled to be paid in one year.
 

Income taxes
 

As of December 31, 2008, the Group has recognized approximately RMB20,509 (US$3,004) as an accrual for unrecognized tax benefits (note 17). The final outcome of the tax
uncertainty is dependent upon various matters including tax examinations, interpretation of tax laws or expiration of status of limitation. However, due to the uncertainties associated with the
status of examinations, including the protocols of finalizing audits by the relevant tax authorities, there is a high degree of uncertainty regarding the future cash outflows associated with these
tax uncertainties. As of December 31, 2008, the Group classified the RMB20,509 (US$3,004) accrual as a current liability.
 

23.  SEGMENT REPORTING
 

In accordance with SFAS No. 131, “Disclosures About Segments of an Enterprise and Related Information”, the Group chief operating decision maker has been identified as the chief
executive officer, who reviews consolidated results when making decisions about allocating resources and assessing performance of the Group; hence, the Group has only one reportable
segment. The Group operates and manages its business as a single segment that includes primarily lease rental, management services and equipment sales.
 

Lease and management services accounted for 94%, 93% and 90% of the Group’s net revenue for the period from January 1 to October 30, 2007 (predecessor), September 10 to
December 31, 2007 (successor) and the year ended December 31, 2008 (successor), respectively. Any significant reduction in sales from this service could have a substantial negative impact
on the Group’s results of operations.
 

Hospital A represented the largest customer of the Group which individually accounted for approximately RMB23,191 (US$3,397) or more than 10% of the Group’s consolidated
revenues for the years ended December 31, 2008. Hospital A, Hospital B and Hospital C represented the largest customers of the Group accounting for RMB3,387, RMB1,683 and RMB1,911,
respectively, each of which is more than 10% of the Group’s consolidated revenues for the period from September 10 to December 31, 2007 (successor). Hospital A, Hospital C and Hospital D
represented the
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largest customers of the Group accounting for RMB14,641, RMB8,062 and RMB7,767 or more than 10% of the Group’s consolidated revenues for the period from January 1 to October 30,
2007 (predecessor).
 

Geographic disclosures:
 

As the Group primarily generates its revenues from customers in the PRC, no geographical segments are presented. All of the Group’s long-lived assets are located in the PRC.
 

24.  INCOME (LOSS) PER SHARE
 

Basic and diluted loss per share for each of the periods presented is calculated as follows:
 
                 

  January 1, 2007 to   September 10, 2007     
  October 30, 2007   to December 31, 2007   For the Year Ended December 31,  
  (predecessor)   (successor)   (successor)   (successor)  
  RMB   RMB   RMB   US$  
  (amounts in thousands except for the number of shares and per share data)  

 

Numerator:                 
Net income (loss) attributable to ordinary shareholders used in

calculating loss per ordinary share — basic and diluted   19,430   (48,326)   (496,037)   (72,667)
Denominator:                 
Weighted average number of ordinary shares outstanding used in

calculating basic and diluted loss per share   50,000,000   50,000,000   57,481,400   57,481,400 
Basic and diluted income (loss) per share   0.39   (0.97)   (8.63)   (1.26)
                 

 

In the period from September 10 to December 31, 2007 (successor), the diluted income (loss) per share is the same as basic loss per share because the if-converted method would not
be applied as the effect of the convertible notes would be anti-dilutive. The share options should not be included in the calculation of diluted income (loss) per share because the company
incurred a net loss and, therefore, the effect would be anti-dilutive.
 

In 2008, the basic loss per share was calculated using the two class method because the Preferred Shares were participating securities. The losses were not allocated to holders of the
Preferred Shares because they are not obligated to fund the losses of the Group and the contractual principal and mandatory redemption amount of Preferred Shares are not reduced as a result
of losses incurred by the Group. Diluted loss per share is the same as basic loss per share because the effects of the Preferred Shares were anti-dilutive when computed on an “if converted”
basis.
 

In 2008, the Company issued Series A and Series B contingently redeemable convertible preferred shares (see note 14). Each Preferred Share shall be convertible, at the option of the
holder thereof, at any time after the closing of the subscription, into a number of fully paid and non-assessable ordinary Shares at a ratio 1:1 and is subject to adjustment pursuant to anti-
dilution provisions. One hundred per cent of each class of the Preferred Shares which are outstanding immediately prior to the closing of the qualified initial public offering shall, on and with
effect from the closing of the qualified initial public offering, be automatically converted into ordinary shares. Assuming the
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conversion had occurred “on a hypothetical” basis on January 1, 2008, the pro-forma basic and diluted loss per share for the year ended December 31, 2008 is calculated as follows
(unaudited):
 
     

  For the Year Ended  
  December 31, 2008  
  (pro forma)  
  (successor)  
  RMB (unaudited)  

 

Numerator     
Net loss attributable to ordinary shareholders   (496,037)
Pro forma adjustments:     
Series A contingently redeemable convertible preferred shares — accretion to redemption amount   10,225 
Series B contingently redeemable convertible preferred shares — accretion to redemption amount   5,758 
     

Net loss for pro forma basic and diluted loss per share   (480,054)
     

Denominator     
Weighted average number of ordinary shares outstanding used in calculating basic loss per share   57,481,400 
Conversion of Series A preferred shares   17,694,200 
Conversion of Series B preferred shares   23,333,200 
     

Weighted average number of ordinary shares outstanding used in calculating basic and diluted loss per share   98,508,800 
     

Pro forma loss per share — basic and diluted   (4.87)
     

Pro forma loss per share — basic and diluted (in US$)   (0.71)
     

 

25.  ARRANGEMENT WITH CHANG’AN HOSPITAL CO., LTD.
 

The Group has entered into the following agreements with Chang’an Hospital Co., Ltd. (“Chang’an”), a general hospital located in Xi’an in Shaanxi province in the PRC, which is
also a significant customer of the Group, and certain of its affiliated entities, including the controlling parent of Chang’an, Chang’an Information Industry (Group) Co., Ltd., (“Chang’an
Information”), a China-based conglomerate engaged in information technology, real estate and the medical industries; a subsidiary of Chang’an, Xi’an Century Friendship Medical
Technology R&D Co., Ltd. (“Xi’an”), and another subsidiary controlled by Chang’an Information, Beijing Century Friendship Science & Technology Development Co., Ltd., (“Beijing
Century”):
 

Management agreements to provide stand-alone management services
 

The Group entered into a Medical Equipment Entrusted Management Agreement on March 1, 2007 with Xi’an and Chang’an to provide management services with respect to
radiotherapy and diagnostic equipment owned by Xi’an located in the oncology center of Chang’an. Commencing January 1, 2010 or an agreed upon earlier date, Concord has the option to
purchase the radiotherapy and diagnostic equipment owned by Xi’an at fair value if the Chang’an oncology center’s annualized revenues achieves a certain targeted level. Total management
services revenue recognized under this contract was RMB8,000 (US$1,172) for year ended December 31, 2008. Accounts receivable related to this contract as at December 31, 2008 was
RMB4,000 (US$586). On August 25, 2009, the
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Group exercised its option under the Medical Equipment Entrusted Management Agreement and converted the stand-alone management services arrangement into a lease and service
arrangement. (See note 26.)
 

On August 1, 2008, the Company signed an Entrusted Management Contract with Xi’an and Chang’an to provide general administrative management services to Chang’an. Under this
arrangement, the Group earns a certain percentage of total monthly revenues of Chang’an Hospital. In accordance with the contract, the Group paid a performance guarantee deposit of
RMB15,000 (US$2,197) to a related party of Xi’an, which is refundable 15 days after the cancellation or expiration of the contract (January 15, 2010). Total revenue recognized during the year
ended December 31, 2008 under this contract was RMB2,000 (US$293) and the ending accounts receivable relating to this contract as at December 31, 2008 was nil.
 

Beijing Proton Medical Center
 

On December 18, 2007, the Group entered into a framework agreement with Chang’an Information to build a Beijing Proton Medical Center (“Proton Center”). The Proton Center will
initially be established by Chang’an Information with a total registered capital of RMB100,000. The parties agreed that after certain capital injections from the Group, the Company will hold a
51.2% interest in the Proton Center, while Jian Chang Group Limited, a related party of Chang’an, will hold 28.8% and China-Japan Friendship Hospital, a state-owned hospital, will hold
20.0%. Once the Proton Center commences operations, the Group shall own a 51.2% controlling interest in the Proton Center and will consolidate the operating results and financial position
within the Group. Additional contractual arrangements will be entered into by the Group once all relevant permits and approvals are obtained. In order for this framework agreement to become
effective, the Group is required to pay a deposit of RMB10,000 (US$1,465); this deposit was not paid as of December 31, 2008.
 

To assist with this project, the Group has made deposits to Beijing Century in the amount of RMB3,821 (US$560) as of December 31, 2008 towards certain setup and construction
costs. All of the deposits are guaranteed by Chang’an Information and are due back to the Group by December 31, 2009.
 

Chang’an CMS International Cancer Center
 

On July 1, 2008, the Group entered into a framework agreement with Xi’an to build a cancer center in northwest China, to be called Chang’an CMS International Cancer Center
(“CCICC”). Although the CCICC will initially be established by Xi’an, the parties agreed that after certain initial capital injections estimated at RMB34,800 (US$5,098) from the Group, the
Company shall hold a controlling interest of 52% in the CCICC, while Xi’an will hold a non-controlling interest of 48%. Similarly, the Group anticipates having to consolidate the operating
results and financial position of the CCICC when the Group obtains a controlling interest. As of December 31, 2008, Xi’an is waiting for all relevant permits and approvals to be obtained prior
to the legal establishment of the CCICC, upon which, additional contractual arrangements will be entered into by the Group. As of December 31, 2008, the Group paid a deposit of RMB15,000
(US$2,197) to a related party of Xi’an in accordance with the framework agreement.
 

There are no other obligations under the current framework agreement and the agreement does not specify a contractual completion date for the deposit to be repaid to the Group. If the
CCICC is established, the RMB15,000 deposit will be applied against future capital injections beyond the initial capital investment estimate of RMB34,800. The Group has also paid deposits
to Xi’an to be used towards setup and construction costs of the CCICC amounting to RMB2,000 (US$293) as of December 31, 2008.
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The Group had the following transactions with Chang’an and its affiliated companies for the six months ended December 31, 2007 and 2008:
 
             

  For The Year Ended December 31,  
  2007   2008   2008  
  RMB   RMB   US$  

 

Management services revenue:             
Medical Equipment Entrusted Management Agreement   4,500   8,000   1,172 
Entrusted Management Contract   —    2,000   293 

             

Total management services revenue   4,500   10,000   1,465 
             

Accounts receivable due from Chang’an   4,000   4,000   586 
             

 

The Group had the following deposits on loan with Chang’an and its affiliated companies as at December 31, 2007 and 2008:
 
           

  As at December 31,  
  2007  2008   2008  
  RMB  RMB   US$  

 

Current  — Entrusted Management Contract  —   15,000   2,197 
Non-current  — Proton Center and CCICC  —   20,821   3,050 
           

Total  —   35,821   5,247 
           

 

26.  SUBSEQUENT EVENTS
 

Subsequent to the year end, the Group made aggregate deposits in the amounts of RMB1,000 (US$146) and RMB10,800 (US$1,582) to Chang’an and its affiliated companies
towards the setup of the CCICC and Proton Center, respectively. These deposits are due to be repaid back to the Group by December 31, 2009.
 

In January and May 2009, the Group entered into two non-cancellable corporate office operating leases with a lease term of two to three years. These leases have no renewal options,
material rent escalation clauses or contingent rents. Upon termination of the leases, they are renewable at fair value upon negotiation with the lessor.
 

In January and June 2009, the Group entered into two new bank borrowings with PRC financial institutions with an aggregate principal amount of RMB35,000 (US$5,127). The
weighted average interest rate of these two new bank borrowings was 5.59%. Both bank financing arrangements are secured by certain accounts receivable pledged to the bank and restricted
cash deposited with each of the respective financial institutions. One of these new borrowing arrangements were entered into by a subsidiary of the Group, MSC, which requires MSC and
AMS, another subsidiary of the Group, in accordance with PRC GAAP, to maintain a financial reporting covenant of tangible net worth of at least RMB400,000 and RMB180,000 and total
gearing ratio of less than 0.5 and 0.36, respectively. Tangible net worth is calculated as the sum of issued share capital and reserves less goodwill and intangible assets and any amount due
from shareholders and the total gearing ratio is calculated as the ratio of total liabilities to tangible net worth.
 

In August 2009, the Group obtained a RMB100,000 (US$14,649) banking facility with a financial institution in the PRC for a term of 3 years. The facility bears interest at a floating
rate of the PBOC benchmark lending rate which was 5.4% in August 2009 when the banking facility was obtained. Proceeds of this facility will be used towards future purchases of
equipment and any drawdowns of the facility will be secured by those respective equipment. As at October 16, 2009, the Group had drawn down RMB54,980 (US$8,054) of this facility.
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In August 2009, the Group exercised its option in the Medical Equipment Entrusted Management Agreement and entered into an Equipment Purchase Agreement with Xi’an and
Chang’an to acquire certain radiotherapy and diagnostic equipment owned by Xi’an for total proceeds of RMB72,716 (US$10,652) to be paid in cash. Upon exercise, the Group converted
the stand-alone management services arrangement into a lease and service agreement with Xi’an and Chang’an. This new lease and management service agreement provides the Group with a
percentage of net profit generated by the oncology center. Commencing September 2009, the Group will record all revenue associated with this arrangement within lease and management
services. (See note 25 for amounts previously recorded as management services.)
 

On November 17, 2009, the Company’s Board of Directors approved the following resolutions:
 

 • To distribute an interim dividend to the holders of the ordinary shares as at November 17, 2009 in the sum of (i) US$2,391,534 to the holders of the ordinary shares; and
(ii) US$1,590,676 to the holders of the Series A and B Preferred Shares, such dividend to be payable in cash on or about November 27, 2009.

 

 • Amended the Articles of Association to reflect a 100-for-one stock split of the Company’s ordinary shares whereby each ordinary share of the Company is subdivided into
100 shares at a par value of US$0.0001. All shares and per share amounts presented in the accompanying consolidated financial statements have been revised on a retroactive
basis to reflect the effect of the share split. The par value per ordinary share has been retroactively revised as if it had been adjusted in proportion to the 100-for-one share split.

 

 • Amended the Company’s 2008 Share Incentive Plan, to increase the total number of ordinary shares that may be issued under the 2008 Share Incentive Plan from 1,321,800
ordinary shares to 4,765,800 ordinary shares.

 

27.  PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMATION
 

Condensed balance sheet
 
             

  As at December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

ASSETS             
Current Assets:             

Cash   —    274,515   40,215 
Amount due from subsidiary   36,523   167,140   24,485 

             

Total current assets   36,523   441,655   64,700 
             

Non-Current Assets:             
Investment in subsidiaries   395,208   763,010   111,777 
Deposit for non-current assets   —    37,746   5,529 

             

Total assets   431,731   1,242,411   182,006 
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  As at December 31,  
  2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

             
LIABILITIES AND SHAREHOLDERS’ EQUITY             
Current Liabilities:             

Accrued expenses and other liabilities   —    529   78 
Amounts due to subsidiaries   —    615   90 
Dividend payable   —    10,788   1,580 

             

Total current liabilities   —    11,932   1,748 
             

Non-Current Liabilities:             
Convertible loan   36,853   —    —  

Total liabilities   36,853   11,932   1,748 
             

Commitments and Contingencies             
Series A contingently redeemable convertible preferred shares (par value of US$0.01 per share; Authorized — nil and

200,000 shares as at December 31, 2007 and 2008, respectively; Issued and outstanding — nil and 176,942 shares as at
December 31, 2007 and 2008, respectively. As at December 31, 2008, aggregate liquidation preference and redemption
amounts were US$54,573 and US$38,147, respectively (2007-nil))   —    254,358   37,262 

Series B contingently redeemable convertible preferred shares (par value of US$0.01 per share; Authorized — nil and
300,000 shares as at December 31, 2007 and 2008, respectively; Issued and outstanding — nil and 233,332 shares as at
December 31, 2007 and 2008, respectively. As at December 31, 2008, aggregate liquidation preference and redemption
amounts were US$90,583 and US$61,390, respectively (2007-nil))   —    411,101   60,224 

             

Shareholders’ Equity:             
Ordinary shares (par value of US$0.0001 per share as at December 31, 2007 and 2008, respectively; Authorized —

450,000,000 shares as at December 31, 2007 and 2008; Issued and outstanding — 50,000,000 and 70,428,100 shares as
at December 31, 2007 and 2008, respectively)   41   55   8 

Additional paid-in capital   443,016   1,113,150   163,070 
Accumulated other comprehensive income (loss)   147   (3,822)   (560)
Retained earnings   (48,326)   (544,363)   (79,746)

             

Total shareholders’ equity   394,878   565,020   82,772 
             

Total liabilities, preferred shares and shareholders’ equity   431,731   1,242,411   182,006 
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Condensed statements of operations
 
             

  September 10, 2007   For the Years Ended  
  to December 31, 2007   December 31, 2008  
  (successor)   (successor)  
  RMB   RMB   US$  

 

Revenues   —    —    —  
Cost of revenues   —    —    —  
General and administrative expenses   (53,862)   (4,593)   (673)
             

Operating loss   (53,862)   (4,593)   (673)
Equity in profit of subsidiaries   5,877   84,731   12,413 
Interest income   —    364   53 
Interest expense   —    (895)   (131)
Change in fair value of convertible note   (341)   (464)   (68)
Exchange loss   —    (74)   (11)

             

Net (loss) income   (48,326)   79,069   11,583 
             

Accretion of Series A contingently redeemable convertible preferred shares   —    (270,343)   (39,604)
Accretion of Series B contingently redeemable convertible preferred shares   —    (304,763)   (44,646)
             

Net loss attributable to ordinary shareholders   (48,326)   (496,037)   (72,667)
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Condensed statements of cash flows
 
             

  For the Period from        
  September 10, to   For the Year Ended December 31,  
  December 31, 2007   2008   2008  
  (successor)   (successor)   (successor)  
  RMB   RMB   US$  

 

Net cash generated from operating activities   —    526   77 
Net cash used in investing activities   —    (448,224)   (65,662)
Net cash generated from financing activities   —    727,849   106,626 
Exchange rate effect on cash   —    (5,636)   (826)
             

Net increase in cash   —    274,515   40,215 
Cash at beginning of the year   —    —    —  
             

Cash at end of the year   —    274,515   40,215 
             

Supplemental schedule of non-cash activities:             
Conversion of convertible notes into Series A contingently redeemable convertible preferred shares   —    176,082   25,795 
             

Proceeds from convertible notes paid directly to a subsidiary of the Company   36,523   —    —  
             

 

Basis of Presentation
 

For the presentation of the parent company only condensed financial information, the Company records its investment in subsidiaries under the equity method of accounting as
prescribed in APB opinion No. 18, “The Equity Method of Accounting for Investments in Common Stock”. Such investment is presented on the balance sheet as “Investment in Subsidiaries”
and the subsidiaries profit or loss as “Equity in profit or loss of subsidiaries” on the statement of income. The parent company only financial statements should be read in conjunction with the
Company’s consolidated financial statements.

F-51



Table of Contents

 

CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”) except for number of shares)

 
                         

     As at   Pro Forma as at  
     December 31,   September 30,   September 30,  
  Note   2008*   2009   2009   2009   2009  
     RMB   RMB   US$   RMB   US$  
        (unaudited)   (unaudited)        
              (unaudited)  

 

ASSETS
Cash       353,991   285,703   41,854   250,276   36,664 
Restricted cash, current portion   5   —    2,012   295         
Accounts receivable (net of allowance of RMB3,830 (US$561) as of December 31, 2008 and

September 30, 2009)       92,772   119,127   17,451         
Prepayment and other current assets       43,566   56,869   8,331         
Deferred tax assets, current portion       2,649   2,776   407         
                         

Total current assets       492,978   466,487   68,338         
Non-Current Assets:                         
Restricted cash, non-current portion   5   —    5,233   767         
Property, plant and equipment, net   3   349,121   557,433   81,661         
Goodwill       300,163   300,163   43,972         
Acquired intangible assets, net       181,838   161,450   23,652         
Deposits for non-current assets   4   167,200   147,851   21,659         
Deferred tax assets, non-current portion       12,650   12,648   1,853         
Other non-current assets       10,445   10,782   1,578         
Deferred initial public offering expenses       —    11,207   1,642         
                         

Total assets       1,514,395   1,673,254   245,122         
                         

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:                         
Short-term bank borrowing   5   20,800   30,000   4,395         
Long-term bank borrowings, current portion   5   39,840   44,880   6,575         
Accounts payable       9,741   9,744   1,427         
Accrual for purchase of property, plant and equipment       1,881   25,839   3,785         
Obligations under capital leases, current portion       3,719   3,582   525         
Accrued expenses and other liabilities       42,444   44,221   6,479         
Income tax payable       17,041   22,864   3,349         
Deferred revenue, current portion       12,656   13,395   1,962         
Payable for acquisition of business components       28,016   6,500   952         
Dividends payable   6   10,788   35,428   5,190   —    —  
Amounts due to related parties   10   3,607   1,607   235         
                         

Total current liabilities       190,533   238,060   34,874         
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     As at        

     December 31   As at September 30,   
Pro Forma as at
September 30,  

  Note   2008*   2009   2009   2009   2009  
     RMB   RMB   US$   RMB   US$  
        (unaudited)   (unaudited)        
              (unaudited)  

 

Non-Current Liabilities:                         
Long-term bank borrowings, non-current portion   5   52,120   104,912   15,369         
Deferred revenue, non-current portion       6,314   5,470   801         
Obligations under capitalized leases, non-current portion       11,656   8,719   1,277         
Lease deposit       3,215   3,269   479         
Deferred tax liabilities, non-current portion       20,078   18,189   2,665         
                         

Total liabilities       283,916   378,619   55,465         
                         

Commitments and Contingencies   12                     
Series A contingently redeemable convertible preferred shares (par value of US$0.01 per

share; Authorized — 200,000 shares as at December 31, 2008 and September 30, 2009;
Issued and outstanding — 176,942 shares as at December 31, 2008 and September 30, 2009;
pro forma nil (unaudited))   6   254,358   269,017   39,410         

Series B contingently redeemable convertible preferred shares (par value of US$0.01 per
share; Authorized — 300,000 shares as at December 31, 2008 and September 30, 2009;
Issued and outstanding — 233,332 shares as at December 31, 2008 and September 30, 2009;
pro forma nil (unaudited))   6   411,101   434,036   63,584         

Shareholders’ Equity:                         
Ordinary shares (par value of US$0.0001 per share at December 31, 2008 and September 30,

2009; Authorized — 450,000,000 shares at December 31, 2008 and September 30, 2009;
Issued and outstanding — 70,428,100 shares at December 31, 2008 and September 30,
2009, 111,455,500 shares for pro forma)       55   55   8   83   12 

Additional paid-in capital       1,113,150   1,113,204   163,078   1,816,229   266,068 
Accumulated other comprehensive loss       (3,822)   (4,037)   (592)   (4,037)   (592)
Accumulated deficit       (544,363)   (517,640)   (75,831)   (517,640)   (75,831)
                         

Total shareholders’ equity       565,020   591,582   86,663   1,294,635   189,657 
                         

Total liabilities and shareholders’ equity       1,514,395   1,673,254   245,122         
                         

 

 

* Amounts for the year ended December 31, 2008 were derived from the December 31, 2008 audited consolidated financial statements.
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  Note   For the Nine Months Ended September 30,  
     2008   2009   2009  
     RMB   RMB   US$  
     (unaudited)   (unaudited)   (unaudited)  

 

Revenues, Net of Business Tax, Value-Added Tax and Related Surcharges:                 
Lease and management services       94,296   184,937   27,092 
Management services       7,519   20,096   2,944 
Other, net       178   624   91 
                 

Total net revenues       101,993   205,657   30,127 
                 

Cost of Revenues:                 
Lease and management services       (14,671)   (42,144)   (6,174)
Amortization of acquired intangibles       (13,671)   (20,388)   (2,987)
Management services       (19)   (9)   (1)
                 

Total cost of revenues       (28,361)   (62,541)   (9,162)
                 

Gross profit       73,632   143,116   20,965 
Operating Expenses:                 
Selling expenses       (3,275)   (4,463)   (654)
General and administrative expenses       (12,468)   (19,687)   (2,884)
                 

Operating Income       57,889   118,966   17,427 
Interest expense (including related party amounts of RMB2,425 and RMB 54 (US$8) for the nine months

ended September 30, 2008 and 2009, respectively)   10   (5,293)   (4,880)   (715)
Change in fair value of convertible notes       (464)   —    —  
Foreign exchange loss       (13)   (218)   (32)
Gain from disposal of equipment       392   —    —  
Interest income       116   823   121 
                 

Income before income taxes       52,627   114,691   16,801 
Income tax expense   8   (12,611)   (25,734)   (3,770)
                 

Net income       40,016   88,957   13,031 
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(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”),
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     For the Nine Months Ended September 30,  
  Note   2008   2009   2009  
     RMB   RMB   USD  
     (unaudited)   (unaudited)   (unaudited)  

 

Accretion of Series A contingently redeemable convertible preferred shares   6   (262,286)   (23,851)   (3,494)
Accretion of Series B contingently redeemable convertible preferred shares   6   —    (38,383)   (5,623)
                 

Net (loss) income attributable to ordinary shareholders       (222,270)   26,723   3,914 
                 

Income (loss) per share Basic and diluted   14   (3.67)   0.38   0.06 
                 

Weighted Average Number of Ordinary Shares Outstanding:                 
Basic and diluted shares   14   60,621,700   70,428,100   70,428,100 
                 

Pro forma income per share Basic and diluted on an as converted basis   14       0.80   0.12 
                 

Weighted Average Number of Ordinary Shares Outstanding Used in Computation of:                 
Pro forma basic and diluted on an as converted basis   14       111,455,500   111,455,500 
                 

 

See accompanying notes to unaudited condensed consolidated financial statements.
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”))

 
             

  For the Nine Months Ended September 30,  
  2008   2009   2009  
  RMB   RMB   US$  
  (unaudited)   (unaudited)   (unaudited)  

 

CASH FLOWS FROM OPERATING ACTIVITIES             
Net income   40,016   88,957   13,031 
Adjustments to reconcile net income to net cash generated from operating activities:             

Share-based compensation   4,215   —    —  
Imputed interest on amounts due to related parties (note 10)   2,425   54   8 
Depreciation of property, plant and equipment   9,413   35,101   5,142 
Amortization of acquired intangible assets   13,671   20,388   2,987 
Gain on disposal of equipment   (392)   —    —  
Deferred tax benefit   (2,830)   (2,014)   (295)
Change in fair value of convertible notes   464   —    —  
Interest expense   895   —    —  

Changes in operating assets and liabilities:             
Increase in accounts receivable   (12,623)   (26,355)   (3,861)
Increase in prepayments and other current assets   (49,570)   (10,828)   (1,586)
Increase in other non-current assets   (500)   (1,035)   (152)
Increase in accounts payable   340   3   —  
Increase (decrease) in accrued expenses and other liabilities   16,057   (5,543)   (812)
Increase (decrease) in deferred revenue   5,898   (105)   (15)
Decrease in lease deposit   12   54   8 
(Decrease) increase in income tax payable   (121)   5,823   853 

             

Net cash generated from operating activities   27,370   104,500   15,308 
             

CASH FLOWS FROM INVESTING ACTIVITIES             
Purchase of subsidiaries, net of cash acquired   (219,163)   (21,534)   (3,155)
Deposits with Chang’an Hospital and its affiliated companies (note 15)   (300)   (11,800)   (1,729)
Acquisition of property, plant and equipment   (12,439)   (74,033)   (10,845)
Deposits for the purchase of non-current assets   (71,406)   (116,059)   (17,002)
Proceeds from disposal of property, plant and equipment   2,616   —    —  

             

Net cash used in investing activities   (300,692)   (223,426)   (32,731)
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)
(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”))

 
             

  For the Nine Months Ended September 30,  
  2008   2009   2009  
  RMB   RMB   US$  
  (unaudited)   (unaudited)   (unaudited)  

 

CASH FLOWS FROM FINANCING ACTIVITIES             
Proceeds from issuance of convertible notes   140,241   —    —  
Proceeds from issuance of Series A contingently redeemable convertible preferred shares (net of paid issuance costs

of RMB2,449)   67,671   —    —  
Payment of issuance cost of convertible shares   —    (529)   (77)
Payment of deferred initial public offering costs   —    (3,355)   (491)
Proceeds from short-term bank borrowings   —    19,000   2,783 
Proceeds from long-term bank borrowings   —    128,780   18,866 
Repayment of obligations under capitalized leases   (2,703)   (3,074)   (450)
Repayment of long-term bank borrowings   (17,260)   (70,948)   (10,393)
Repayment of short-term bank borrowings   —    (9,800)   (1,436)
Increase in amounts due to related parties   (11,000)   (2,000)   (293)
Increase in restricted cash   —    (7,245)   (1,061)
Proceeds from exercise of share options   101,458   —    —  

             

Net cash generated from financing activities   278,407   50,829   7,448 
             

Exchange rate effect on cash   (5,949)   (191)   (29)
             

Net decrease in cash   (864)   (68,288)   (10,004)
Cash at beginning of period   39,792   353,991   51,858 
             

Cash at end of period   38,928   285,703   41,854 
             

Supplemental schedule of cash flows information:             
Income tax paid   (7,346)   (20,787)   (3,045)
Interest paid   (1,671)   (4,771)   (699)
Supplemental schedule of non-cash activities:             
Acquisition of property, plant and equipment included in accrual for purchase of property, plant and equipment   —    18,957   2,777 
Acquisition of property, plant and equipment through utilization of deposits   14,712   152,181   22,294 
Conversion of convertible notes into Series A contingently redeemable convertible preferred shares   176,082   —    —  
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF
CHANGES IN SHAREHOLDERS

(Amounts in thousands of Renminbi (“RMB”) and US dollar (“US$”))
 
                         

           Accumulated   Retained     
  Number of      Additional   Other   Earnings   Total  
  Ordinary   Ordinary   Paid-in   Comprehensive   (Cumulative   Shareholders’  
  Shares   Shares   Capital   Income(loss)   Deficit)   Equity  
  RMB   RMB   RMB   RMB   RMB   RMB  

 

Balance as of December 31, 2007   50,000,000   41   443,016   147   (48,326)   394,878 
                         

Comprehensive income                         
Net income   —    —    —    —    40,016   40,016 
Foreign currency translation adjustments   —    —    —    (5,810)   —    (5,810)

                         

Total comprehensive income                       34,206 
Imputed interest on related parties’ loan (note 10)   —    —    2,425   —    —    2,425 
Exercise of share options   21,184,600   15   114,591   —    —    114,606 
Redesignation of 756,500 ordinary shares to Series A contingently redeemable convertible preferred

shares   (756,500)   (1)   1   —    —    —  
Share-based compensation   —    —    4,215   —    —    4,215 
Recognition of beneficial conversion feature upon issuance of Series A contingently redeemable

convertible preferred shares   —    —    253,317   —    —    253,317 
Accretion of Series A contingently redeemable convertible preferred shares (note 6)   —    —    —    —    (262,286)   (262,286)
                         

Balance as of September 30, 2008   70,428,100   55   817,565   (5,663)   (270,596)   541,361 
                         

Comprehensive income                         
Net income   —    —    —    —    39,053   39,053 
Foreign currency translation adjustments   —    —    —    1,841   —    1,841 
                         

Total comprehensive income                       40,894 
Imputed interest on related parties’ loan   —    —    566   —    —    566 
Recognition of beneficial conversion feature upon issuance of Series B contingently redeemable

convertible preferred shares   —    —    295,019   —    —    295,019 
Accretion of Series A contingently redeemable convertible preferred shares   —    —    —    —    (8,057)   (8,057)
Accretion of Series B contingently redeemable convertible preferred shares   —    —    —    —    (304,763)   (304,763)
                         

Balance as of December 31, 2008   70,428,100   55   1,113,150   (3,822)   (544,363)   565,020 
                         

Comprehensive income                         
Net income   —    —    —    —    88,957   88,957 
Foreign currency translation adjustments   —    —    —    (215)   —    (215)
Total comprehensive income                       88,742 

Imputed interest on related parties’ loan (note 10)   —    —    54   —    —    54 
Accretion of Series A contingently redeemable convertible preferred shares (note 6)   —    —    —    —    (23,851)   (23,851)
Accretion of Series B contingently redeemable convertible preferred shares (note 6)   —    —    —    —    (38,383)   (38,383)
                         

Balance as of September 30, 2009   70,428,100   55   1,113,204   (4,037)   (517,640)   591,582 
                         

Balance as of September 30, 2009, in US$       8   163,078   (590)   (75,831)   86,664 
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amount in thousands of Renminbi (“RMB”) and United States Dollar (“US$”),

except for number of shares)
 

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 

Basis of Presentation
 

The accompanying unaudited condensed consolidated financial statements include the financial statements of Concord Medical Services Holdings Limited (the “Company”) and its
subsidiaries (the “Group”). These unaudited condensed consolidated financial statements of the Group have been prepared in accordance with U.S. generally accepted accounting principles
(“U.S. GAAP”) for interim financial information using accounting policies that are consistent with those used in the preparation of the Group’s audited consolidated financial statements for the
year ended December 31, 2008. Accordingly, these unaudited condensed consolidated financial statements do not include all of the information and footnotes required by U.S. GAAP for
complete financial statements.
 

In the opinion of management, the accompanying unaudited condensed consolidated financial statements contain all normal recurring adjustments necessary to present fairly the
financial position, operating results and cash flows of the Group for each of the periods presented. The results of operations for the nine months ended September 30, 2009 are not necessarily
indicative of results to be expected for any other interim period or for the year ending December 31, 2009. The consolidated balance sheet as of December 31, 2008 was derived from the
audited consolidated financial statements at that date but does not include all of the disclosures required by U.S. GAAP for complete financial statements. These unaudited condensed
consolidated financial statements should be read in conjunction with the Group’s consolidated financial statements for the year ended December 31, 2008.
 

Subsequent events have been evaluated through the date these unaudited condensed consolidated financial statements were issued, November 6, 2009.
 

Principles of Consolidation
 

The condensed consolidated financial statements of the Group include the financial statements of the Company and its subsidiaries. All transactions and balances between the Company
and its subsidiaries have been eliminated upon consolidation.
 

Convenience Translation
 

Amounts in U.S. dollars (“US$”) are presented for the convenience of the reader and are translated at the noon buying rate of RMB6.8262 to US$1.00 on September 30, 2009 in the
City of New York for cable transfers of RMB as certified for customs purposes by the Federal Reserve Bank of New York. No representation is made that the RMB amounts could have been,
or could be, converted into US$ at such rate.
 

Restricted Cash
 

Short-term and Long-term restricted cash represents cash collateral deposits required to be maintained pursuant to certain contractual financing arrangements the Group entered into
with certain financial institutions (see note 5.)
 

Deferred Initial Public Offering Expenses
 

Deferred initial public offering expenses represent incremental costs incurred by the Group directly attributable to the Company’s initial public offering. The deferred initial public
offering costs will be charged against the gross proceeds of such offering.
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Recent Accounting Pronouncements
 

There have been no developments to recently issued accounting standards, including the expected dates of adoption and estimated effects on the Group’s consolidated financial
statements, from those disclosed in the Group’s consolidated financial statements for the year ended December 31, 2008, except for the following:
 

 • In April 2009, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Codification (“ASC”) 805-20, “Accounting for Assets Acquired and Liabilities
Assumed in a Business Combination That Arise from Contingencies” to amend SFAS 141 (revised 2007) “Business Combinations.” ASC 805-20 addresses the initial recognition,
measurement and subsequent accounting for assets and liabilities arising from contingencies in a business combination, and requires that such assets acquired or liabilities assumed
be initially recognized at fair value at the acquisition date if fair value can be determined during the measurement period. If the acquisition-date fair value cannot be determined, the
asset acquired or liability assumed arising from a contingency is recognized only if certain criteria are met. ASC 805-20 also requires that a systematic and rational basis for
subsequently measuring and accounting for the assets or liabilities be developed depending on their nature. The Company does not anticipate that the adoption of this statement will
have a material impact on its consolidated financial statements, absent any material business combinations.

 

 • In June 2009, the FASB issued SFAS No. 166, “Accounting for Transfers of Financial Assets — an amendment of FASB Statement No. 140” (“SFAS 166”). SFAS 166 seeks to
improve the relevance, representational faithfulness, and comparability of the information that a reporting entity provides in its financial statements about a transfer of financial
assets; the effects of a transfer on its financial position, financial performance, and cash flows; and a transferor’s continuing involvement, if any, in transferred financial assets.
Specifically, SFAS 166 eliminates the concept of a qualifying special-purpose entity, creates more stringent conditions for reporting a transfer of a portion of a financial asset as a
sale, clarifies other sale-accounting criteria, and changes the initial measurement of a transferor’s interest in transferred financial assets. The Company does not anticipate that the
adoption of this statement will have a material impact on its consolidated financial statements.

 

 • In June 2009, the FASB issued SFAS No. 167, “Amendments to FASB Interpretation No. 46(R)” (“SFAS 167”). SFAS 167 amends FASB Interpretation No. 46(R), “Variable
Interest Entities” for determining whether an entity is a variable interest entity (“VIE”) and requires an enterprise to perform an analysis to determine whether the enterprise’s
variable interest or interests give it a controlling financial interest in a VIE. Under SFAS 167, an enterprise has a controlling financial interest when it has a) the power to direct the
activities of a VIE that most significantly impact the entity’s economic performance and b) the obligation to absorb losses of the entity or the right to receive benefits from the entity
that could potentially be significant to the VIE. SFAS 167 also requires an enterprise to assess whether it has an implicit financial responsibility to ensure that a VIE operates as
designed when determining whether it has power to direct the activities of the VIE that most significantly impact the entity’s economic performance. SFAS 167 also requires
ongoing assessments of whether an enterprise is the primary beneficiary of a VIE, requires enhanced disclosures and eliminates the scope exclusion for qualifying special-purpose
entities. The Company is currently evaluating the impact the adoption of SFAS 167 will have on its consolidated financial statements.

 

 • In June 2009, the FASB issued ASC 105-10, “Generally Accepted Accounting Principles,” previously referenced as FASB Statement No. 168, The FASB Accounting Standards
CodificationTM and the Hierarchy of Generally Accepted Accounting Principles, a replacement of FASB Statement No. 162. This statement modifies the Generally Accepted
Accounting Principles (“GAAP”) hierarchy by establishing only two levels of GAAP, authoritative and nonauthoritative accounting literature. Effective July 2009, the FASB
Accounting Standards CodificationTM (“ASC”), also known collectively as the “Codification,” is considered
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 the single source of authoritative U.S. accounting and reporting standards, except for additional authoritative rules and interpretive releases issued by the SEC. Nonauthoritative
guidance and literature would include, among other things, FASB Concepts Statements, American Institute of Certified Public Accountants Issue Papers and Technical Practice
Aids and accounting textbooks. The Codification was developed to organize U.S. GAAP pronouncements by topic so that users can more easily access authoritative accounting
guidance. It is organized by topic, subtopic, section, and paragraph, each of which is identified by a numerical designation. This statement applies beginning in third quarter 2009.
All accounting references have been updated, and therefore U.S. GAAP standards have been replaced with ASC references. This standard had no impact on the Company’s
financial position, results of operations or cash flows.

 

 • In August 2009, the FASB issued Accounting Standards Update No. 2009-5, “Measuring Liabilities at Fair Value” (“ASU 2009-05”). ASU 2009-05 amends Accounting Standards
Codification Topic 820, “Fair Value Measurements.” Specifically, ASU 2009-05 provides clarification that in circumstances in which a quoted price in an active market for the
identical liability is not available, a reporting entity is required to measure fair value using one or more of the following methods: 1) a valuation technique that uses a) the quoted
price of the identical liability when traded as an asset or b) quoted prices for similar liabilities or similar liabilities when traded as assets and/or 2) a valuation technique that is
consistent with the principles of Topic 820 of the Accounting Standards Codification (e.g. an income approach or market approach). ASU 2009-05 also clarifies that when
estimating the fair value of a liability, a reporting entity is not required to adjust to include inputs relating to the existence of transfer restrictions on that liability. The Company does
not anticipate that the adoption of this statement will have a material impact on its consolidated financial statements.

 

 • In September 2009, the Emerging Issues Task Force (EITF) reached final consensus on ASC 605-25, “Revenue Arrangements with Multiple Deliverables.” ASC 605-25 addresses
how to determine whether an arrangement involving multiple deliverables contains more than one unit of accounting, and how the arrangement consideration should be allocated
among the separate units of accounting. EITF 08-1 may be applied retrospectively or prospectively for new or materially modified arrangements and early adoption is permitted.
The Company does not anticipate that the adoption of this statement will have a material impact on its consolidated financial statements.

 

2.  BUSINESS COMBINATION
 

On July 31, 2008, the Company completed the acquisition of China Medstar at which time China Medstar became a 100% owned subsidiary of the Group. The results of China
Medstar’s operations have been included in the Company’s consolidated financial statements commencing August 1, 2008, the acquisition date.
 

The following unaudited pro forma condensed consolidated financial information reflects the Group’s condensed consolidated results of operations for the period from January 1, 2008
to September 30, 2008 (successor) as if the acquisition of China Medstar had occurred on January 1, 2008. The unaudited pro forma results have been prepared for information purposes only
and do not purport to be indicative of what the Company’s condensed consolidated results of operations would have been had the acquisition of China Medstar actually taken place on
January 1, 2008, and may not be indicative of future results of operations. Due to the overall insignificance of the acquisitions and their respective
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results of operations individually and in the aggregate of XHF and other entities for the year ended December 31, 2008, unaudited pro forma consolidated financial information has not been
provided.
 
         

  
Nine Months Ended
September 30, 2008  

  RMB   US$  
 

Revenues, net   164,867   24,152 
         

Net income   67,573   9,899 
         

Net loss attributable to ordinary shareholders   (194,274)   (28,460)
         

Net loss per common share — basic and diluted   (3.20)   (0.47)
         

 

3.  PROPERTY, PLANT AND EQUIPMENT, NET
 

Property, plant and equipment consist of the following:
 
             

  December 31,     
  2008   September 30, 2009  
  RMB   RMB   US$  
     (unaudited)   (unaudited)  

 

Medical equipment   299,100   524,514   76,838 
Electronic and office equipment   1,895   2,154   316 
Motor vehicles   178   520   76 
Leasehold improvement and building improvement   1,182   2,552   375 
Construction in progress   65,029   79,883   11,702 
             

Total   367,384   609,623   89,307 
Less: Accumulated depreciation   (18,263)   (52,190)   (7,646)
             

   349,121   557,433   81,661 
             

 

Depreciation expenses were approximately RMB9,413 and RMB35,101 (US$5,142) for nine months ended September 30, 2008 and 2009, respectively. As at December 31, 2008 and
September 30, 2009, certain of the Group’s property, plant and equipment were pledged as security for bank borrowings (see note 5.) As at December 31, 2008 and September 30, 2009, the
Company held equipment under operating lease contracts with customers with an original cost of RMB299,100 and RMB241,414 (US$35,366) and accumulated depreciation of RMB17,705
and RMB23,786 (US$3,485), respectively.
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4.  DEPOSITS FOR NON-CURRENT ASSETS
 

Deposits for non-current assets consist of the following:
 
             

  December 31, 2008   September 30, 2009  
  RMB   RMB   US$  
     (unaudited)   (unaudited)  

 

Deposit for purchase of property, plant and equipment*   128,749   98,822   14,477 
Deposit held by a related party **   17,630   16,420   2,405 
Other ***   20,821   32,609   4,777 
             

   167,200   147,851   21,659 
             

 

 

* Represents interest-free non-refundable partial payments to suppliers associated with contracts the Group enters into for the future scheduled delivery of medical equipment to customers. As at September 30, 2009, the remaining
contractual obligations associated with these purchase contracts are approximately RMB102,688 (US$15,043) which is included in the amount disclosed as Purchase commitments in note 12. The risk of loss arising from non-
performance by or bankruptcy of the suppliers is assessed prior to ordering the equipment. To date, the Group has not experienced any loss on deposit to suppliers.

** On October 31, 2008, the Group entered into a long-term sale and purchase agreement with Our Medical New Technology, under which the Group agreed to purchase gamma knife systems at agreed upon prices and Our Medical New
Technology also agreed to provide the Group relevant maintenance and repair services and training. Our Medical New Technology is controlled by an individual who is a relative of a shareholder of the company. (See note 10.)

*** The Group has entered into two distinct framework agreements with Chang’an Hospital Co. Ltd. (“Chang’an”) and Chang’an Information Industry (Group) Co., Ltd., (“Chang’an Information”) towards the development and
construction of the following two medical facilities:
On December 18, 2007, the Group entered into a framework agreement to build a proton treatment center in Beijing, pursuant to which the Group paid deposits to a subsidiary of Chang’an Information to be used towards the
construction of the proton treatment center (“Beijing Proton Medical Center”). Total deposits paid as of December 31, 2008 and September 30, 2009 pursuant to this arrangement amounted to RMB3,821 and RMB14,615 (US$2,141),
respectively.
On July 1, 2008, the Group entered into a framework agreement with Chang’an to build a cancer center in northwest China, the Chang’an CMS International Cancer Center (“CCICC”) pursuant to which the Group paid deposits to
Chang’an totaling RMB17,000 and RMB18,000 (US$2,635), which have been recorded as a non-current deposit as of December 31, 2008 and September 30, 2009, respectively. (See note 15.)

 

5.  BANK BORROWINGS
 
             

  December 31, 2008   September 30, 2009  
  RMB   RMB   US$  
     (unaudited)   (unaudited)  

 

Total bank borrowings   112,760   179,792   26,339 
             

Comprised of:             
Short-term   20,800   30,000   4,395 
Long-term, current portion   39,840   44,880   6,575 

             

   60,640   74,880   10,970 
Long-term, non-current portion   52,120   104,912   15,369 
             

   112,760   179,792   26,339 
             

 

All bank borrowings at December 31, 2008 and September 30, 2009 are obtained from financial institutions in the PRC and are secured by equipment with a net book value of
RMB81,595 and RMB217,646 (US$31,884), accounts receivable with carrying value of nil and RMB10,131 (US$1,484), and restricted cash with carrying value of nil and
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RMB7,245 (US$1,062), respectively. Restricted cash is classified as current and non-current in the amounts of RMB2,012 (US$295) and RMB5,233 (US$767), respectively, based on the
classification of the underlying financing.
 

As at December 31, 2008 and September 30, 2009, the short-term bank borrowing bore a weighted average interest of 6.66% and 5.07% per annum, and the long-term bank
borrowings bore weighted average interest of 7.47% and 5.18% per annum, respectively. All borrowings are denominated in RMB.
 

The Group entered into four new bank borrowings with PRC financial institutions during the nine months ended September 30, 2009 with an aggregate principal amount of
RMB155,000, of which RMB93,980 (US$13,768) was drawn down as at September 30, 2009. The weighted average interest rate of these four new bank borrowings was 5.47%. The three
bank financing arrangements are secured by certain accounts receivable and restricted cash deposited with each of the respective financial institutions.
 

One of these new borrowing arrangements were entered into by a subsidiary of the Group, MSC, which requires MSC and AMS, another subsidiary of the Group, in accordance with
PRC GAAP, to maintain a financial reporting covenant of tangible net worth of at least RMB400,000 and RMB180,000 and total gearing ratio of less than 0.5 and 0.36, respectively.
Tangible net worth is calculated as the sum of issued share capital and reserves less goodwill and intangible assets and any amount due from shareholders and the total gearing ratio is
calculated as the ratio of total liabilities to tangible net worth. The Group was in compliance of these financial covenants as of September 30, 2009. The remaining bank borrowings do not
have any financial reporting or administrative covenants restricting the Company’s operating, investing and financing activities.
 

6.  CONTINGENTLY REDEEMABLE CONVERTIBLE PREFERRED SHARES
 

Background
 

On November 17, 2007, OMS, a subsidiary of the Group, issued notes convertible into Series A contingently redeemable convertible preferred shares (the “Series A Preferred
Shares”) with a principal amount of US$5,000 (the “Tranche A Convertible Notes”) to Carlyle Asia Growth Partners III, L.P. (hereafter, “Carlyle Asia”) and CAGP III Co- Investment, L.P.
(an affiliate of Carlyle Asia, together with Carlyle Asia, “Carlyle”) for cash consideration of US$5,000. On April 10, 2008, the total principal and accrued and unpaid interest of the
Tranche A Convertible Notes amounting to US$5,171 were converted into 28,882 Series A Preferred Shares.
 

On April 2, 2008, the Company issued notes convertible into Series A Preferred Shares (“Tranche B Convertible Notes”) at the holder’s option to Carlyle with a principal amount of
US$20,000. On July 31, 2008, Carlyle exercised its conversion right and the total principal and accrued and unpaid interest of the Tranche B Convertible Notes amounting to US$20,547 was
converted into 87,425 Series A Preferred Shares.
 

On April 10, 2008, OMS issued an aggregate of 53,070 Series A Preferred Shares to Carlyle and CICC Sun Company Limited (“CICC”) for total cash proceeds of US$10,000. On
June 18, 2008, the Company agreed that a relative of a director of the Company shall transfer 756,500 of her own holdings of the Company’s ordinary shares, which were redesignated as
7,565 Series A Preferred Shares, and issued to CICC.
 

On October 20, 2008, the Company issued an aggregate of 233,332 Series B contingently redeemable convertible preferred shares (the “Series B Preferred Shares”) to Carlyle, Starr
Investments Cayman II, Inc. (“Starr”), and CICC for cash consideration of US$25,000, US$25,000 and US$10,000, respectively.
 

Accounting for the contingently redeemable convertible preferred shares
 

The Preferred Shares have been classified as mezzanine equity recorded at the subscription amount, less issuance costs, and is accreted to the redemption amount using the effective
interest method. The redemption amount for the
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Preferred Shares provides the shareholder with a 12.5% compounded annual return on the original subscription price or converted value, of which 5% is payable as a fixed dividend. For the
nine months ended September 30, 2008 and 2009, the Group recorded accretion related to its Series A Preferred Shares in the amount of RMB8,969 and RMB23,851 (US$3,494), of which
RMB3,655 and RMB9,192 (US$1,347) were recorded as dividends payable, respectively. Similarly, for the nine months ended September 30, 2009, the Group recorded accretion expense for
its Series B Preferred Shares in the amount of RMB38,383 (US$5,623), of which RMB15,448 (US$2,263) was recorded as dividends payable.
 

A beneficial conversion feature exists when the effective conversion price of the Preferred Shares is lower than the fair value of the ordinary shares on their issuance date. The effective
conversion price of the Series A Preferred Shares, after considering the impact of all adjustments to the conversion price, was lower than the average estimated fair value of US$0.95 per
ordinary share. The allocation of the beneficial conversion feature is recorded to additional paid-in capital. Because the Preferred Shares do not have a stated redemption date, the beneficial
conversion feature is accreted to the earliest conversion date, which was upon issuance. For the nine months ended September 30, 2008, the aggregate beneficial conversion feature in relation
to the April 2008 and June 2008 issuances of Series A Preferred Shares amounted to RMB253,317 (US$37,110).
 

Upon the occurrence of a Put Trigger Event, each holder of Preferred Shares shall have the right to require the Company to purchase all the Preferred Shares held by the Preferred
Shareholders at a rate of return of 12.5%. A Put Trigger Event means any of the non-completion of a qualified initial public offering by the third anniversary of the closing date of the
subscription of the Preferred Shares, the resignation of certain key directors of the Company and its subsidiaries which would likely to result in a material adverse effect, or the breach or failure
to comply with any applicable laws that has had or would be reasonably likely to have, a material adverse effect. As at December 31, 2008 and September 30, 2009, the Series A Preferred
Shares redemption amounts were US$38,147 and US$41,638, and similarly, the Series B Preferred Shares redemption amounts were US$61,390 and US$67,008, respectively.
 

In the case of liquidation, dissolution or winding up of the Company, each holder of Preferred Shares shall be entitled to receive, prior to and in preference to any distribution of any of
the assets or surplus of funds of the Company to the holders of the ordinary shares, the amount equal to the sum of 150% times the original price of each Preferred share plus all accrued but
unpaid dividends thereon. As at December 31, 2008 and September 30, 2009, aggregate liquidation preference amounts for the Series A Preferred Shares were US$54,573 and US$55,471,
respectively, and similarly, the aggregate liquidation preference amounts for the Series B Preferred Shares were US$90,583 and US$92,846, respectively.
 

7.  RESTRICTED NET ASSETS
 

In accordance with the PRC Regulations on Enterprises with Foreign Investment and their articles of association, a foreign invested enterprise established in the PRC is required to
provide certain statutory reserves, namely general reserve fund, the enterprise expansion fund and staff welfare and bonus fund which are appropriated from net profit as reported in the
enterprise’s PRC statutory accounts. A foreign invested enterprise is required to allocate at least 10% of its annual after-tax profit to the general reserve until such reserve has reached 50% of
its respective registered capital based on the enterprise’s PRC statutory accounts. Appropriations to the enterprise expansion fund and staff welfare and bonus fund are at the discretion of the
board of directors for all foreign invested enterprises.
 

As a result of these PRC laws and regulations that require annual appropriations of 10% of after-tax income to be set aside prior to payment of dividends as general reserve fund, the
Company’s PRC subsidiaries are restricted in their ability to transfer a portion of their net assets to the Company. Amounts restricted include paid-in capital, statutory reserve funds and net
assets of the Company’s PRC subsidiaries, as determined pursuant to PRC generally accepted
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accounting principles, totaling approximately RMB680,476 and RMB912,850 (US$133,727) as of December 31, 2008 and September 30, 2009, respectively.
 

8.  TAXATION
 

During the nine months ended September 30, 2009, the Group has no additional unrecognized tax benefits relating to uncertain tax positions except for accruing interests related to
unsolved previous year unrecognized tax benefits. Also, the Group does not expect that the amount of unrecognized tax benefits will increase significantly within the next 12 months.
 

As of December 31, 2008 and September 30, 2009, the Group has recognized approximately RMB20,509 and RMB21,647 (US$3,171) as an accrual for unrecognized tax benefits,
respectively. The final outcome of the tax uncertainty is dependent upon various matters including tax examinations, interpretation of tax laws or expiration of status of limitation. However,
due to the uncertainties associated with the status of examinations, including the protocols of finalizing audits by the relevant tax authorities, there is a high degree of uncertainty regarding the
future cash outflows associated with these tax uncertainties. As of September 30, 2009, the Group classified the RMB21,647 (US$3,171) accrual as a current liability.
 

9.  EMPLOYEE SHARE OPTIONS
 

On October 16, 2008, the Board of Directors adopted the 2008 Share Incentive Plan (“The 2008 Share Incentive Plan”). The 2008 Share Incentive Plan provides for the granting of
options, share appreciation rights, or other share-based awards to key employees, directors or consultants. The total number of the ordinary shares of the Company that may be issued under the
2008 Share Incentive Plan is up to 1,321,800. As of September 30, 2009, no awards have been granted under the 2008 Share Incentive Plan.
 

10.  RELATED PARTY TRANSACTIONS
 

a)  Related parties
 
   

Name of Related Parties  Relationship with the Group
 

Mr. Haifeng Liu  A relative of shareholder of the Company
Mr. Jianyu Yang  Director and shareholder of the Company
Mr. Zheng Cheng  Director and shareholder of the Company
Mr. Yaw Kong Yap  Director and shareholder of the Company
Shenzhen Hai Ji Tai Technology Co., Ltd. (“Haijitai”)  A company owned by Mr. Haifeng Liu
Beijing Medstar Hi-Tech Investment Co., Ltd. (“Beijing Medstar”)  A company under the control of Mr. Zheng Cheng
Our Medical New Technology Co., Ltd (“Our Medical”)  A company under the control of Mr. Haifeng Liu
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 b)  The Group had the following related party transactions for the nine months ended September 30, 2008 and 2009:
 
             

  Nine Months Ended September 30,  
  2008   2009  
  RMB   RMB   US$  
  (unaudited)   (unaudited)   (unaudited)  

 

Short-term interest-free loans borrowed from:             
Mr. Jianyu Yang   4,000   —    —  

Repayment of interest-free loans borrowed from:             
Haijitai   12,000   —    —  
Mr. Jianyu Yang   3,000   —    —  
Mr. Haifeng Liu   —    2,000   293 

Non-current deposits made to:             
Our Medical   126   11,442   1,676 

Purchase of radioactive material source through utilization of non-current deposits from :             
Our Medical   —    12,652   1,853 

 

Imputed interest, calculated using incremental borrowing rates ranging from 6.57% to 7.48%, amounting to approximately RMB2,425, and RMB54 (US$8)for the nine months
ended September 30, 2008 and 2009 respectively, were recorded with an offsetting credit to Additional Paid-in Capital.

 

c)  The Group had the following related party balances:
 
             

  December 31, 2008   September 30, 2009  
  RMB        
     RMB   US$  
     (unaudited)   (unaudited)  

 

Amount due to related parties:             
Beijing Medstar   196   196   28 
Mr. Haifeng Liu   2,000   —    —  
Mr. Zheng Cheng   1,351   1,351   198 
Mr. Yaw Kong Yap   60   60   9 

             

   3,607   1,607   235 
             

Deposits held by a related party:             
Our Medical   17,630   16,420   2,405 

             

 

All balances with the related parties as of December 31, 2008 and September 30, 2009 were unsecured, interest-free and have no fixed terms of repayment.
 

11.  EMPLOYEE DEFINED CONTRIBUTION PLAN
 

Full time employees of the Group in the PRC participate in a government mandated defined contribution plan, pursuant to which certain pension benefits, medical care, employee
housing fund and other welfare benefits are provided to employees. Chinese labor regulations require that the PRC subsidiaries of the Group make contributions to
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the government for these benefits based on certain percentages of the employees’ salaries. The Group has no legal obligation for the benefits beyond the contributions made. The total amounts
for such employee benefits, which were expensed as incurred, were approximately RMB480 and RMB1,694 (US$248) for the nine months ended September 30, 2008 and 2009, respectively.
 

Obligations for contributions to defined contribution retirement plans for full-time employees in Singapore are recognized as expense in the statements of operations as incurred. The
total amounts for such employee benefits, who is also a Director of the Company, were approximately RMB15 and RMB40 (US$6) for the nine months ended September 30, 2008 and 2009,
respectively.
 

12.  COMMITMENTS AND CONTINGENCIES
 

Operating lease commitments
 

During the nine months ended September 30, 2009, the Group entered into two non-cancellable corporate office operating leases with a lease term of two and three years, respectively.
These leases have no renewal options, material rent escalation clauses or contingent rents. Upon termination of the leases, they are renewable at fair value upon negotiation with the lessor.
 

Future minimum payments under non-cancelable operating leases with initial terms in excess of one year consist of the following at September 30, 2009:
 
         

  RMB   US$  
 

Three months ended December 31,         
2009   1,336   196 
Year ended December 31,         
2010   5,148   754 
2011   4,763   698 
2012   2,305   338 
         

   13,552   1,986 
         

 

Payments under operating leases are expensed on a straight-line basis over the periods of their respective leases. For the nine months ended September 30, 2008 and 2009, total rental
expenses for all operating leases amounted to approximately RMB1,581 and RMB3,830 (US$561), respectively.
 

Purchase commitments
 

The Group has commitments to purchase certain medical equipment of approximately RMB102,688 (US$15,043) as of September 30, 2009, which are scheduled to be paid within one
year.
 

13.  SEGMENT REPORTING
 

The Group’s chief operating decision maker operates, evaluates performance, allocates resources, and manages its business as a single segment which includes primarily lease,
management services and equipment sales.
 

Lease and management services accounted for approximately 90% and 90% of the Group’s net revenue for the nine months ended September 30, 2008 and 2009, respectively. Any
significant reduction in sales from this service could have a substantial negative impact on the Group’s results of operations.
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Hospital A and Hospital B represented the two largest customers of the Group accounting for approximately RMB21,988 (US$3,221) and RMB20,861 (US$3,056), respectively, each
of which is more than 10% of the Group’s consolidated revenues for nine months ended September 30, 2009. Hospital A represented the largest customer of the Group accounting for
approximately RMB14,644 of revenues, which is greater than 10% of the Group’s consolidated revenues for the nine months ended September 30, 2008.
 

Geographic disclosures:
 

As the Group primarily generates its revenues from customers in the PRC, no geographical segments are presented. All of the Group’s long-lived assets are located in the PRC.
 

14.  (LOSS) INCOME PER SHARE (UNAUDITED)
 

Basic and diluted (loss) income per share for each of the periods presented is calculated as follows:
 
             

  Nine Months Ended September 30,  
  2008   2009  

  
(amounts in thousands except for the number of shares and per

share data)  
  RMB   RMB   US$  

 

Numerator:             
Net (loss) income attributable to ordinary shareholders used in calculating loss per ordinary share — basic and

diluted   (222,270)   26,723   3,914 
Denominator:             
Weighted average number of ordinary shares outstanding used in calculating basic and diluted loss per share   60,621,700   70,428,100   70,428,100 
             

Basic and diluted (loss) income per share   (3.67)   0.38   0.06 
             

 

In the nine months ended September 30, 2008, the diluted loss per share is the same as basic loss per share because the if-converted method would not be applied as the effect of the
convertible notes would be anti-dilutive. The share options should not be included in the calculation of diluted loss per share because the company incurred a net loss and, therefore, the effect
would be anti-dilutive.
 

In the nine months ended September 30, 2009, the basic income per share was calculated using the two class method because the Preferred Shares were participating securities. Diluted
income per share is the same as basic income per share because the effects of the Preferred Shares were anti-dilutive when computed on an “if converted” basis.
 

In 2008, the Company issued Series A and Series B contingently redeemable convertible preferred shares. Each Preferred Share shall be convertible, at the option of the holder thereof,
at any time after the closing of the subscription, into a number of fully paid and non-assessable ordinary shares at a ratio 1:100 and is subject to adjustment pursuant to anti-dilution provisions.
One hundred percent of each class of the Preferred Shares which are outstanding immediately prior to the closing of the qualified initial public offering shall, on and with effect from the
closing of the qualified initial public offering, be automatically converted into ordinary shares. Assuming the conversion had occurred “on a
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hypothetical” basis on January 1, 2009, the pro-forma basic and diluted loss per share for the nine months ended September 30, 2009 is calculated as follows:
 
     

  For the Nine  
  Months Ended  
  September 30,  
  2009  
  (pro forma)  
  RMB  
  (amounts in  
  thousands except  
  for the number of  
  shares and per  
  share data)  

 

Numerator     
Net income attributable to ordinary shareholders   26,723 
Pro forma adjustments:     
Series A contingently redeemable convertible preferred shares — accretion to redemption amount   23,851 
Series B contingently redeemable convertible preferred shares — accretion to redemption amount   38,383 
     

Net income for pro forma basic and diluted income per share   88,957 
     

Denominator     
Weighted average number of ordinary shares outstanding used in calculating basic income per share   70,428,100 
Conversion of Series A preferred shares   17,694,200 
Conversion of Series B preferred shares   23,333,200 
     

Weighted average number of ordinary shares outstanding used in calculating basic and diluted income per share   111,455,500 
     

Pro forma income per share — basic and diluted   0.80 
     

Pro forma income per share — basic and diluted (in US$)   0.12 
     

 

15.  ARRANGEMENT WITH CHANG’AN HOSPITAL CO., LTD.
 

The Group has entered into the following agreements with Chang’an Hospital Co., Ltd. (“Chang’an”), a general hospital located in Xi’an in Shaanxi province in the PRC, which is
also a significant customer of the Group, and certain of its related parties, including the controlling parent of Chang’an, Chang’an Information Industry (Group) Co., Ltd., (“Chang’an
Information”), a China-based conglomerate engaged in information technology, real estate and the medical industries; a subsidiary of Chang’an, Xi’an Century Friendship Medical
Technology R&D Co., Ltd.
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(“Xi’an”), and another subsidiary controlled by Chang’an Information, Beijing Century Friendship Science & Technology Development Co., Ltd., (“Beijing Century”):
 

Management agreements to provide stand-alone management services
 

The Group entered into a Medical Equipment Entrusted Management Agreement on March 1, 2007 with Xi’an and Chang’an to provide management services with respect to
radiotherapy and diagnostic equipment owned by Xi’an located in the oncology center of Chang’an. Commencing January 1, 2010 or an agreed upon earlier date, Concord has the option to
purchase the radiotherapy and diagnostic equipment owned by Xi’an at fair value if the Chang’an oncology center’s annualized revenues achieves a certain targeted level. Total management
services revenue recognized under this contract was RMB6,135 and RMB10,921 (US$1,600) for the nine months ended September 30, 2008 and 2009, respectively. Accounts receivable
related to this contract as at December 31, 2008 and September 30, 2009 was RMB4,000 and RMB10,921 (US$1,600), respectively.
 

On August 25, 2009, the Group entered into an Equipment Purchase Agreement with Xi’an and Chang’an to acquire the radiotherapy and diagnostic equipment for a total cash
consideration of RMB72,716 (US$10,646), of which RMB50,000 (US$7,325) was paid in September 2009. Concurrently, the Group also converted the stand-alone management services
arrangement into a lease and management service agreement, which provides the Group with a percentage of net profit generated by Chang’an’s oncology center. Commencing September
2009, the Group records all revenue associated with this arrangement as lease and management services revenue. The depreciation expense of the associated equipment is recorded as lease and
management services cost of revenues. Total lease and management service revenue recognized under this lease and management service agreement was RMB2,036 (US$298) for the nine
months ended September 30, 2009. Accounts receivable related to this contract as at September 30, 2009 was RMB2,036 (US$298).
 

On August 1, 2008, the Company signed an Entrusted Management Contract with Xi’an and Chang’an to provide general administrative management services to Chang’an. Under this
arrangement, the Group earns a certain percentage of total monthly revenues of Chang’an Hospital. In accordance with the contract, the Group paid a performance guarantee deposit of
RMB15,000 (US$2,197) to a related party of Xi’an, which is refundable 15 days after the cancellation or expiration of the contract (January 15, 2010). Total revenue recognized during the nine
months ended September 30, 2009 under this contract was RMB9,024 (US$1,322). Accounts receivable related to this contract as at September 30, 2009 was RMB9,024 (US$1,322).
 

Beijing Proton Medical Center
 

On December 18, 2007, the Group entered into a framework agreement with Chang’an Information to build a Beijing Proton Medical Center (“Proton Center”). The Proton Center will
initially be established by Chang’an Information with a total registered capital of RMB100,000. The parties agreed that after certain capital injections from the Group are made for purposes of
financing the construction and center development costs, the Company will hold a 51.2% interest in the Proton Center, while Jian Chang Group Limited, a related party of Chang’an, will hold
28.8% and China-Japan Friendship Hospital, a state-owned hospital, will hold 20.0%. Once the Proton Center commences operations, the Group shall own a 51.2% controlling interest in the
Proton Center and will consolidate the operating results and financial position within the Group. Additional contractual arrangements will be entered into by the Group once all relevant permits
and approvals are obtained. In order for this framework agreement to become effective, the Group is required to pay a deposit of RMB10,000 (US$1,465); this deposit was not paid as of
December 31, 2008 and September 30, 2009.
 

To assist with the project, the Group has made deposits to Beijing Century in the amounts of RMB3,821 and RMB14,615 (US$2,141) as of December 31, 2008 and September 30,
2009, respectively, towards certain setup and
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construction costs of the Proton Center; these deposits are due back to the Group by December 31, 2009. All of the deposits are guaranteed by Chang’an Information.
 

Chang’an CMS International Cancer Center
 

On July 1, 2008, the Group entered into a framework agreement with Xi’an to build a cancer center in northwest China, to be called Chang’an CMS International Cancer Center
(“CCICC”). Although the CCICC will initially be established by Xi’an, the parties agreed that after certain initial capital injections estimated at RMB34,800 (US$5,098) from the Group are
made, the Company shall hold a controlling interest of 52% in the CCICC, while Xi’an will hold a non-controlling interest of 48%. Similarly, the Group anticipates having to consolidate the
operating results and financial position of the CCICC when the Group obtains a controlling interest. As of September 30, 2009, Xi’an is waiting for all relevant permits and approvals to be
obtained prior to the legal establishment the CCICC, upon which, additional contractual arrangements will be entered into by the Group. As of December 31, 2008 and September 30, 2009, the
Group paid a deposit of RMB15,000 (US$2,197) to a related party of Xi’an in accordance with the framework agreement.
 

There are no other obligations under the current framework agreement and the agreement does not specify a contractual completion date for the deposit to be repaid to the Group. If the
CCICC is established, the RMB15,000 deposit will be applied against future capital injections beyond the initial capital investment estimate of RMB34,800. The Group has also paid deposits
to Xi’an to be used towards setup and construction costs of the CCICC amounting to RMB2,000 and RMB3,000 (US$439) as of December 31, 2008 and September 30, 2009, respectively.
 

The Group had the following transactions with Chang’an and its affiliated companies for the nine months ended September 30, 2008 and 2009:
 
             

  Nine Months Ended September 30,  
  2008   2009   2009  
  RMB   RMB   US$  
  (unaudited)   (unaudited)   (unaudited)  

 

Management services revenue:             
Medical Equipment Entrusted Management Agreement   6,135   10,921   1,600 
Entrusted Management Contract   —    9,024   1,322 

Lease and management service revenue:   —    2,036   298 
             

Total revenue   6,135   21,981   3,220 
             

Accounts receivable due from Chang’an   4,000   21,981   3,220 
             

 

The Group had the following deposits on loan with Chang’an and its affiliated companies as at December 31, 2008 and September 30, 2009:
 
             

  December 31,   September 30,   September 30,  
  2008   2009   2009  
  RMB   RMB   US$  
     (unaudited)   (unaudited)  

 

Current — Entrusted Management Contract   15,000   15,000   2,197 
Non-current — Proton Center and CCICC   20,821   32,615   4,778 
             

Total   35,821   47,615   6,975 
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16.  SUBSEQUENT EVENTS
 

In accordance with ASC subtopic 855-10 (“ASC 855-10”), Subsequent Events: Overall (Pre-Codification: SFAS 165), the Company evaluated subsequent events through
November 17, 2009, which was the date that the consolidated interim financial statements were available to be issued. The Company had the following significant subsequent events:
 

On November 17, 2009, the Company’s Board of Directors approved the following resolutions:
 

 • To distribute an interim dividend to the holders of the ordinary shares as at November 17, 2009 in the sum of (i) US$2,391,534 to the holders of the ordinary shares; and
(ii) US$1,590,676 to the holders of the Series A and B Preferred Shares, such dividend to be payable in cash on or about November 27, 2009.

 

 • Amended the Articles of Association to reflect a 100-for-one stock split of the Company’s ordinary shares whereby each ordinary share of the Company is subdivided into
100 shares at a par value of US$0.0001. All shares and per share amounts presented in the accompanying consolidated financial statements have been revised on a retroactive
basis to reflect the effect of the share split. The par value per ordinary share has been retroactively revised as if it had been adjusted in proportion to the 100-for-one share split.

 

 • Amended the Company’s 2008 Share Incentive Plan, to increase the total number of ordinary shares that may be issued under the 2008 Incentive Plan from 1,321,800 ordinary
shares to 4,765,800 ordinary shares
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 

The Board of Directors and Shareholders of
China Medstar Limited
 

We have audited the accompanying consolidated balance sheets of China Medstar Limited (the “Company”) and its subsidiaries (together, the “Group”) as of December 31, 2007 and
July 31, 2008, and the related consolidated statements of operations, cash flows and changes in shareholders’ equity for the year and the seven months period then ended. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.
 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the Group’s internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Group’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of the Group at December 31, 2007 and July 31, 2008
and the consolidated results of their operations and their cash flows for the year and the seven months period then ended in conformity with U.S. generally accepted accounting principles.
 

/s/  Ernst & Young Hua Ming
Shenzhen, the People’s Republic of China
September 3, 2009
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    As at        
    December 31,   As at July 31,  
  Notes  2007   2008   2008  
    RMB   RMB   US$  

 

ASSETS
Current assets:                 

Cash       25,926   19,584   2,869 
Accounts receivable       21,038   49,731   7,285 
Prepayment and other current assets   4   3,780   7,477   1,095 
Deferred tax assets   8   58   261   38 
Current assets held for sale   9   4,410   —    —  

               

Total current assets       55,212   77,053   11,287 
               

Non-current assets:                 
Property, plant and equipment, net   5   216,918   284,699   41,707 
Deposits for property, plant and equipment       58,678   83,505   12,233 
Deferred tax assets   8   7,747   7,526   1,103 
Non-current assets held for sale   9   316   —    —  
Other non-current assets       8,435   7,229   1,059 

               

Total assets       347,306   460,012   67,389 
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    As at        
    December 31,   As at July 31,  
  Notes  2007   2008   2008  
    RMB   RMB   US$  

 

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:                 

Short-term bank borrowings   6   21,500   21,500   3,150 
Long-term bank borrowings, current portion   6   12,623   19,320   2,830 
Accounts payable       6,733   30,238   4,430 
Accrual for purchase of property, plant and equipment       192   8,595   1,259 
Accrued expenses and other liabilities   7   7,032   20,825   3,051 
Income tax payable       3,605   4,743   694 
Deferred revenue, current portion       737   4,622   677 
Current liabilities of discontinued operation   9   90   —    —  
Amounts due to related parties   11   1,591   13,881   2,033 

               

Total current liabilities       54,103   123,724   18,124 
Non-current liabilities:                 

Long-term bank borrowings, non-current portion   6   89,600   103,070   15,099 
Deferred revenue, non-current portion       3,683   3,344   490 
Lease deposits       2,118   3,185   467 

               

Total liabilities       149,504   233,323   34,180 
               

Commitments and contingencies   13             
Minority interests       2,179   —    —  
Shareholders’ equity:                 

Share capital (Issued and outstanding — 27,564,138 shares as at December 31,
2007 and July 31, 2008; nil par value)   1   129,557   129,557   18,979 

Additional paid-in capital       19,237   21,962   3,218 
Accumulated other comprehensive loss       (929)   (682)   (100)
Retained earnings       47,758   75,852   11,112 

               

Total shareholders’ equity       195,623   226,689   33,209 
               

Total liabilities and shareholders’ equity       347,306   460,012   67,389 
               

 

The accompanying notes are an integral part of the consolidated financial statements.
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(Amounts in thousands of Renminbi (“RMB”) and U.S. Dollars (“US$”))

 
                 

    Year Ended     
    December 31,   Seven Month Period Ended  
  Notes  2007   July 31, 2008  
    RMB   RMB   US$  

 

Revenues, net of business tax, value-added tax and related surcharge:                 
Lease and management services       65,357   48,745   7,141 
Management services       —    7,980   1,169 
Other, net       3,094   6,148   900 

               

Total net revenues       68,451   62,873   9,210 
               

Cost of revenues:                 
Lease and management services       (23,484)   (14,806)   (2,169)
Management services       —    (63)   (9)
Others       (4,781)   —    —  

               

Total cost of revenues       (28,265)   (14,869)   (2,178)
               

Gross profit       40,186   48,004   7,032 
Operating expenses:                 

Selling expenses       (2,911)   (1,581)   (232)
General and administrative expenses       (17,224)   (8,340)   (1,221)

               

Operating profit       20,051   38,083   5,579 
Interest income       351   32   5 
Interest expense       (5,204)   (1,585)   (233)
Loss from disposal of property, plant and equipment       (400)   —    —  
Foreign exchange loss       (49)   (230)   (34)
Other expenses       (5)   (200)   (29)

               

Income from continuing operations before income taxes       14,744   36,100   5,288 
Income tax expense   8   (922)   (8,445)   (1,237)

               

Income from continuing operations       13,822   27,655   4,051 
Discontinued operations:                 

Loss from discontinued operations, net of taxes   9   (193)   (683)   (100)
Gain on disposal of discontinued operations, net of taxes   9   —    1,122   164 

               

(Loss) gain from discontinued operations       (193)   439   64 
               

Net income       13,629   28,094   4,115 
               

 

The accompanying notes are an integral part of the consolidated financial statements
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(Amounts in thousands of Renminbi (“RMB”) and U.S. Dollars (“US$”))

 
             

  Year Ended     
  December 31,   Seven Month Period Ended  
  2007   July 31, 2008  
  RMB   RMB   US$  

 

CASH FLOWS FROM OPERATING ACTIVITIES             
Net income   13,629   28,094   4,115 
Add/less: net loss (income) from discontinued operations   193   (439)   (64)
Income from continuing operations   13,822   27,655   4,051 
Adjustments to reconcile income from continuing operations to net cash generated from operating activities:             

Share-based compensation   1,529   2,725   399 
Depreciation and amortization   23,180   14,857   2,176 
Loss on disposal of property, plant and equipment   400   —    —  
Deferred tax (benefit) expense   (4,776)   18   3 

Changes in operating assets and liabilities:             
Increase in accounts receivable   (11,196)   (28,694)   (4,204)
Increase in prepayment and other current assets   (803)   (1,083)   (159)
Decrease in other non-current assets   10,613   1,205   177 
(Decrease) increase in accounts payable and note payables   (1,803)   23,506   3,444 
Increase in accrued expenses and other liabilities   270   1,964   288 
(Decrease) increase in deferred revenue   (826)   3,545   519 
Increase in amounts due to related parties   188   108   16 
Increase in long term lessee deposits   117   1,068   156 
(Decrease) increase in income tax payable   (762)   1,138   167 

             

Net cash generated from operating activities from continuing operations   29,953   48,012   7,033 
Net cash used in operating activities from discontinued operations   (4,684)   413   61 

             

Net cash generated from operating activities   25,269   48,425   7,094 
             

CASH FLOWS FROM INVESTING ACTIVITIES             
Acquisition of property, plant and equipment, net of related payables   (19,661)   (26,351)   (3,860)
Deposits for the purchase of property, plant and equipment   (81,637)   (72,713)   (10,652)
Proceeds from disposal of fixed assets   158   —    —  

             

Net cash used in investing activities from continuing operations   (101,140)   (99,064)   (14,512)
Net cash used in investing activities from discontinued operations   (317)   (77)   (11)

             

Net cash used in investing activities   (101,457)   (99,141)   (14,523)
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(Amounts in thousands of Renminbi (“RMB”) and U.S. Dollars (“US$”))

 
             

  Year Ended   Seven Month Period  
  December 31,   January 1 to  
  2007   July 31, 2008  
  RMB   RMB   US$  

 

CASH FLOWS FROM FINANCING ACTIVITIES             
Decrease in restricted cash   10,500   —    —  
Proceeds from short-term bank borrowings   21,500   —    —  
Proceeds from long-term bank borrowings   135,200   53,780   7,878 
Loans from Ascendium and other unrelated parties (note 7)   —    12,000   1,758 
Loans from related party   —    12,274   1,798 
Repayment of long-term bank borrowings   (103,985)   (33,613)   (4,924)
Repayment of short-term bank borrowings   (14,222)   —    —  

             

Net cash used in financing activities from continuing operations   48,993   44,441   6,510 
Net cash generated from financing activities from discontinued operations   2,350   —    —  

             

Net cash generated from financing activities   51,343   44,441   6,510 
             

Exchange rate effect on cash   3,384   (67)   (10)
             

Net decrease in cash   (21,461)   (6,342)   (929)
Cash at beginning of the year   47,387   25,926   3,798 
             

Cash at end of the year   25,926   19,584   2,869 
             

Supplemental schedule of cash flow information:             
Income tax paid   (4,502)   (5,979)   (876)
Interest paid   (5,204)   (1,585)   (232)
Supplemental schedule of non-cash activities:             
Acquisition of property, plant and equipment included in accrued expenses and other liabilities   —    8,403   1,231 
Acquisition of property, plant and equipment and other intangible assets through utilization of deposits   75,809   47,885   7,015 

 

The accompanying notes are an integral part of the consolidated financial statements.
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(Amounts in thousands of Renminbi (“RMB”) and U.S. Dollars (“US$”) except for number of shares)

 
                         

           Accumulated        
  Number of      Additional   Other      Total  
  Ordinary   Share   Paid-In   Comprehensive   Retained   Shareholder’s  
  Shares   Capital   Capital   Income (Loss)   Earnings   Equity  
     RMB   RMB   RMB   RMB   RMB  

 

Balance as of January 1, 2007   27,564,138   129,557   17,708   (353)   34,129   181,041 
Comprehensive income                         

Net income   —    —    —    —    13,629   13,629 
Foreign currency translation adjustments   —    —    —    (576)   —    (576)

                         

Total comprehensive income                       13,053 
                         

Share-based compensation (note 10)   —    —    1,529   —    —    1,529 
                         

Balance as of December 31, 2007   27,564,138   129,557   19,237   (929)   47,758   195,623 
                         

Comprehensive income                         
Net income   —    —    —    —    28,094   28,094 
Foreign currency translation adjustments   —    —    —    247   —    247 

                         

Total comprehensive income                       28,341 
                         

Share-based compensation (note 10)       —    2,725   —    —    2,725 
                         

Balance as of July 31, 2008   27,564,138   129,557   21,962   (682)   75,852   226,689 
                         

Balance as of July 31, 2008, in US$       18,979   3,218   (100)   11,112   33,209 
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(Amounts in thousands of Renminbi (“RMB”), and U.S. Dollars (“US$”) except for number of shares

 

1.  ORGANIZATION AND BASIS OF PRESENTATION
 

The accompanying consolidated financial statements include the financial statements of China Medstar Limited (the “Company”, or “China Medstar”) and its subsidiaries, Medstar
(Shanghai) Leasing Co., Ltd. (formerly Shanghai Medstar Investment Management Limited Company, “MSC”) and Medstar (Beijing) International Anti-Aging Health Bio-tech Inc. (“Anti-
Aging”). The Company and its subsidiaries are collectively referred to as the “Group”.
 

The Company was incorporated in the Republic of Singapore on August 7, 2003 as an investment holding company. In November 2006, the Company completed an initial public
offering and became a listed company with its shares trading in Alternative Investment Market (the “AIM”) of the London Stock Exchange in United Kingdom.
 

On July 31, 2008, Ascendium Group Limited (“Ascendium”) acquired the Company for cash consideration of £17.1 million, (RMB238,747 or US$34,975) or 62 pence per share in
exchange for 100% of the Company’s issued and outstanding share capital. Immediately prior to the acquisition, China Medstar delisted its ordinary shares from trading on the AIM and
converted from being public limited company to a private limited company.
 

The Group is principally engaged in the leasing of radiotherapy and diagnostic imaging equipment and the provision of management services to hospitals located in the People’s
Republic of China (“PRC”). The Group develops and operates its business through its subsidiaries. Details of the Company’s subsidiaries as of December 31, 2007 and July 31, 2008 are as
follows:
 

                   

      
Percentage of Ownership by the

Company   
  Date of  Place of  December 31,  July 31,   
Company  Establishment  Establishment  2007  2008  Principal Activities
 

 MSC 

 

March 21, 2003

 

 PRC 

 

 100% 

 

 100% 

 

Leasing and sales of medical equipment,
provision of
management services

 Anti-Aging 
 

September 29, 2007
 

 PRC 
 

 53% 
 

 —  
 

Provision of technology and consultancy
services

 

On July 30, 2008, the Group entered into an agreement to sell its 53% interest in Anti-Aging. Accordingly, the disposal was accounted for as a discontinued operation (See note 9).
 

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 

Basis of presentation and use of estimates
 

The accompanying consolidated financial statements have been prepared in accordance with United States generally accepted accounting principles (“U.S. GAAP”).
 

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosures of contingent assets and liabilities at the balance sheet dates and the reported amounts of revenues and expenses during the reporting periods. Significant estimates
and assumptions reflected in the Company’s financial statements include, but are not limited to, revenue recognition, allowance for doubtful accounts, useful lives of property, plant and
equipment, realization of deferred tax assets and share-based compensation expenses. Actual results could materially differ from those estimates.
 

Principles of Consolidation
 

The consolidated financial statements include the financial statements of the Company and its subsidiaries. All transactions and balances between the Company and its subsidiaries have
been eliminated upon consolidation.
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Foreign Currency Translation and Transactions
 

The Company’s PRC subsidiaries determine their functional currencies to be the Chinese Renminbi (“RMB”) based on the criteria of SFAS 52, “Foreign Currency Translation”. The
Company uses the RMB as its reporting currency. The Company uses the monthly average exchange rate for the year and the exchange rate at the balance sheet date to translate the operating
results and financial position, respectively. Translation differences are recorded in accumulated other comprehensive income, a component of shareholders’ equity. Functional currency of the
Company is United States dollars (“US$”).
 

Transactions denominated in foreign currencies are remeasured into the functional currency at the exchange rates prevailing on the transaction dates. Foreign currency denominated
financial assets and liabilities are remeasured at the exchange rates prevailing at the balance sheet date. Exchange gains and losses are included in the consolidated statements of operations.
 

Convenience translation
 

Amounts in US$ are presented for the convenience of the reader and are translated at the noon buying rate of RMB6.8262 to US$1.00 on September 30, 2009 in the City of New York
for cable transfers of RMB as certified for customs purposes by the Federal Reserve Bank of New York. No representation is made that the RMB amounts could have been, or could be,
converted into US$ at such rate.
 

Cash
 

Cash consists of cash on hand and bank deposits, which are unrestricted as to withdrawal and use.
 

Accounts receivable and allowance for doubtful accounts
 

The Group considers many factors in assessing the collectability of its receivables due from its customers, such as, the aging of the amounts due, the customer’s payment history and
credit-worthiness. An allowance for doubtful accounts is recorded in the period in which uncollectability is determined to be probable. Accounts receivable balances are written off after all
collection efforts have been exhausted.
 

Leases
 

In accordance with SFAS 13 “Accounting for Leases” (“SFAS 13”), leases for a lessee are classified at the inception date as either a capital lease or an operating lease. The Company
assesses a lease to be a capital lease if any of the following conditions exists: a) ownership is transferred to the lessee by the end of the lease term, b) there is a bargain purchase option, c) the
lease term is at least 75% of the property’s estimated remaining economic life or d) the present value of the minimum lease payments at the beginning of the lease term is 90% or more of the
fair value of the leased property to the lessor at the inception date. A capital lease is accounted for as if there was an acquisition of an asset and an incurrence of an obligation at the inception of
the lease. The capitalized lease obligation reflects the present value of future rental payments, discounted at the appropriate interest rates. The cost of the asset is amortized over the lease term.
However, if ownership is transferred at the end of the lease term, the cost of the asset is amortized as set out below under property, plant and equipment.
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Property, Plant and Equipment, net
 

Property, plant and equipment are stated at cost and are depreciated using the straight-line method over the estimated useful lives of the assets, as follows:
 
        

Category  Estimated Useful Life  Estimated Residual Value
 

Medical equipment  Shorter of customer contract or 6-12 years   —   
Electronic and office equipment  5 years   5-10 %
Leasehold improvement  Shorter of lease term or 5 years   —   

 

 

* The cost of the asset is amortized over the lease term. However, if ownership is transferred at the end of the lease term, the cost of the asset is amortized over the shorter of customer
contract or 6-12 years.

 

Repair and maintenance costs are charged to expense as incurred, whereas the cost of renewals and betterment that extends the useful lives of property, plant and equipment are
capitalized as additions to the related assets. Retirements, sales and disposals of assets are recorded by removing the cost and accumulated depreciation from the asset and accumulated
depreciation accounts with any resulting gain or loss reflected in the consolidated statements of operations.
 

Cost incurred in constructing new facilities, including progress payment, interest and other costs relating to the construction are capitalized and transferred to fixed assets on
completion. Total interest costs incurred and capitalized during the year ended December 31, 2007 and the period from January 1 to July 31, 2008 amounted to approximately RMB 1,235 and
RMB4,489 (US$658), respectively.
 

Impairment of Long-Lived Assets
 

The Group evaluates its long-lived assets or asset group for impairment whenever events or changes in circumstances (such as a significant adverse change to market conditions that
will impact the future use of the assets) indicate that the carrying amount of a group of long-lived assets may not be fully recoverable. When these events occur, the Group evaluates the
impairment by comparing the carrying amount of the assets to future undiscounted net cash flows expected to result from the use of the assets and their eventual disposition. If the sum of the
expected undiscounted cash flows is less than the carrying amount of the assets, the Group recognizes an impairment loss based on the excess of the carrying amount of the asset group over its
fair value, generally based upon discounted cash flows. No such impairment charge was recognized for any of the periods presented.
 

Fair Value of Financial Instruments
 

The carrying amounts of the Group’s financial instruments, including cash, accounts receivable, accounts payable, accrued and other liabilities, and amounts due to related parties
approximate fair value because of their short maturities. The carrying amounts of the Group’s short-term and long-term bank borrowings bear interest at floating rates and therefore
approximate the fair value of these obligations based upon management’s best estimates of interest rates that would be available for similar debt obligations at December 31, 2007 and 2008.
 

Revenue Recognition
 

The majority of the Group’s revenues are derived directly from hospitals that enter into medical equipment lease and management service arrangements with the Company. A lease and
management service arrangement will typically include the purchase and installation of diagnostic imaging and/or radiation oncology system (“medical equipment”) at the hospital, and the
full-time deployment of a qualified system technician that is responsible for certain management services of managing radiotherapy or diagnostic services such that the hospital and doctors can
provide specialized services to their patients. To a lesser extent, revenues are generated from stand-alone management service arrangements where the hospital has previously acquired the
equipment from the Company or through another vendor or sale of medical equipment.
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Revenues arising from sales of medical equipment and services are recognized when there is persuasive evidence of an arrangement, the fee is fixed or determinable, collectability is
reasonably assured and the delivery of the medical equipment or services has occurred. When the fees associated with an arrangement containing extended payment terms are not considered to
be fixed or determinable at the outset of arrangement, revenue is recognized as payments become due, and all of the other criteria above have been met.
 

The Group is subject to approximately 5% business tax and related surcharges on the revenue earned from provision of leasing and management services. The Group has recognized
revenues net of these business taxes and other surcharges. Such business tax and related surcharges for the year ended December 31, 2007 and the seven month period ended July 31, 2008 are
approximately RMB3,763, RMB2,856 (US$418), respectively. In the event that revenue recognition is deferred to a later period, the related business tax and other surcharges and fees is also
deferred and will be recognized only upon recognition of the deferred revenue.
 

Lease and management services
 

The Group enters into a lease and management service arrangements with independent hospitals with terms ranging from 6 to 20 years, pursuant to which the Group receives a
percentage of the net profit (“profit share” as defined in the arrangement) of the hospital unit that delivers the diagnostic imaging and/or radiation oncology services determined in accordance
with the terms of the arrangement.
 

Pursuant to EITF 01-8, “Determining Whether an Arrangement Contains a Lease” (“EITF 01-8”) the Group determined that the Lease and management service arrangements contain a
lease of medical equipment. The hospital has ability and right to operate the medical equipment while obtaining more than a minor amount of the output. The arrangement also contains a non-
lease deliverable being the management service element. The arrangement consideration should be allocated between the lease element and the non-lease deliverables on a relative fair value
basis, however because all of the consideration is earned through the contingent rent feature discussed below, there is no impact of such allocation.
 

SFAS 13, “Accounting for Leases” (“SFAS 13”) is applied to the lease elements of the arrangement and U.S. Securities and Exchange Commission (“SEC”) Staff Accounting
Bulletin No. 104 (“SAB 104”) is applied to other elements of the arrangement not within the scope of SFAS 13.
 

The lease element of rentals and management service receivable under the lease arrangement are based purely on a profit share formula (“contingent rent feature”). The profitability of
the business unit is not only dependent on the medical equipment placed at the hospital, but also the hospital’s ability to manage the costs and appoint doctors and clinical staff to operate the
equipment. Certain of the lease and management service arrangements may include a transfer of ownership or bargain purchase option at the end of the lease term. Due to the length of the
lease term, the collectibility of these minimum lease payments are not considered predictable and there are important uncertainties regarding the future costs to be incurred by the Group
relating to the arrangement. Therefore, the lessor’s additional criteria for capital lease classification in SFAS 13 par. 8 (a) and (b) was not met even if any of the SFAS 13 par. 7 criteria for
capital leases are met. Consequently, the Group accounts for all lease arrangements as operating leases.
 

As the collectability of the minimum lease rental is not considered predictable, and the remaining rental is considered contingent, the Group recognizes revenue when the lease
payments under the arrangement become due, i.e. when the profit share under the arrangement is determined and agreed upon by both parties to the agreement.
 

For the service element of the arrangement, as discussed above, revenue is only considered determinable at the time the consideration under the arrangement becomes known, i.e. when
the profit share under the arrangement is determined and agreed upon by both parties. Revenue is recognized when determined if all other basic criteria have also been met.
 

Revenue derived from the lease and management service arrangement is recorded under “Lease and management service” in the consolidated statements of operations.
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Management Services
 

The Group provides stand-alone management services to certain hospitals which are already in possession of radiotherapy and diagnostic equipment. The fee for the management
service arrangement is either based on a contracted percentage of monthly revenue generated by the specified hospital unit (“revenue share”) or in limited instances on a fixed monthly fee. The
consideration that is based on a contracted percentage of revenue is recognized when the monthly fees under the arrangement become due, i.e. when the revenue share under the arrangement is
determined and agreed upon by both parties to the agreement. Fixed monthly fees are recognized ratably over the service term. Revenue derived from stand-alone management services is
recorded under “Management Service” in the consolidated statements of operations.
 

Medical equipment sales
 

Pursuant to the application of Emerging Issues Task Force Consensus 99-19, “Reporting Revenue Gross as Principal versus Net as an Agent” (“EITF 99-19”), the Group records
revenue related to medical equipment sales on a net basis when the equipment is delivered to the customer and the sales price is determinable. During the year ended December 31, 2007 and
the seven month period ended July 31, 2008, the Company had medical equipment sales, of RMB3,094, RMB6,148 (US$901), net of 17% value-added tax of approximately RMB1,865,
RMB6,150 (US$901), respectively. Revenue derived from medical equipment sales is recorded under “Other, net” in the consolidated statements of operations.
 

Cost relating to lease and management service arrangement
 

The cost of medical equipment that is leased under an operating lease is included in property, plant and equipment in the balance sheet. The medical equipment is depreciated using the
Group’s depreciation policy. In determining the Group’s normal depreciation policy, the planned use of the asset, the lease term and its related useful life is taken into account. The costs of the
management service component is recognized as an expense as incurred.
 

Cost of management services
 

Costs of management services mainly include the labor costs of technicians and management staff.
 

Cost of equipment sales
 

Cost of equipment sales, recorded net against the related revenue, include the cost of the equipment purchased and other direct costs involved in the equipment sales.
 

Income Taxes
 

The Group follows the liability method of accounting for income taxes. Under this method, deferred tax assets and liabilities are determined based on the difference between the
financial reporting and tax bases of assets and liabilities using enacted tax rates that will be in effect in the period in which the differences are expected to reverse. The Group records a
valuation allowance to offset deferred tax assets if based on the weight of available evidence, it is more-likely-than-not that some portion, or all, of the deferred tax assets will not be realized.
The effect on deferred taxes of a change in tax rate is recognized in tax expense in the period that includes the enactment date of the change in tax rate.
 

On January 1, 2007, the Group adopted FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109” (“FIN 48”), which
clarifies the accounting and disclosure for uncertainty in income taxes. Interest and penalties arising from underpayment of income taxes shall be computed in accordance with the related PRC
tax law. The amount of interest expense is computed by applying the applicable statutory rate of interest to the difference between the tax position recognized and the amount previously taken
or expected to be taken in a tax return. Interest and penalties recognized in accordance with FIN 48 is classified in the financial statements as income tax expense.
 

In accordance with the provisions of FIN 48, the Group recognizes in its financial statements the impact of a tax position if a tax return position or future tax position is “more likely
than not” to prevail based on the facts and technical
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merits of the position. Tax positions that meet the “more likely than not” recognition threshold are measured at the largest amount of tax benefit that has a greater than fifty percent likelihood
of being realized upon settlement. The Group’s estimated liability for unrecognized tax benefits which is included in the “accrued expenses and other liabilities” account is periodically
assessed for adequacy and may be affected by changing interpretations of laws, rulings by tax authorities, changes and/or developments with respect to tax audits, and expiration of the statute
of limitations. The outcome for a particular audit cannot be determined with certainty prior to the conclusion of the audit and, in some cases, appeal or litigation process. The actual benefits
ultimately realized may differ from the Group’s estimates. As each audit is concluded, adjustments, if any, are recorded in the Group’s financial statements. Additionally, in future periods,
changes in facts, circumstances, and new information may require the Group to adjust the recognition and measurement estimates with regard to individual tax positions. Changes in
recognition and measurement estimates are recognized in the period in which the changes occur.
 

Share-based compensation
 

The Company’s employees and non-employees participate in the Company’s share-based scheme which is more fully discussed in note 10. Share-based awards granted to employees
are accounted for under SFAS No. 123(R) “Share-Based Payment” (“SFAS 123(R)”). Share-based awards granted to employees and non-employees are accounted for under SFAS No. 123(R)
“Share-Based Payment” (“SFAS 123(R)”) and EITF Issue No. 96-18 “Accounting for Equity Instruments That Are Issued to Other Than Employees for Acquiring, or in Conjunction with
Selling, Goods or Services” (“EITF 96-18”), respectively.
 

In accordance with SFAS 123(R), all grants of share-based awards to employees are recognized in the financial statements based on their grant date fair values which are calculated
using an option pricing model. The Group has elected to recognize compensation expense using the straight-line method for all share options granted with graded vesting based on service
conditions. To the extent the required vesting conditions are not met resulting in the forfeiture of the share-based awards, previously recognized compensation expense relating to those awards
are reversed. SFAS 123(R) requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent period if actual forfeitures differ from initial estimates. Share-based
compensation expense was recorded net of estimated forfeitures such that expense was recorded only for those share-based awards that are expected to vest.
 

In accordance with EITF 96-18, grants of share-based awards to non-employees are measured at fair value at the earlier of the performance commitment date and the date when
performance is complete.
 

Comprehensive Income
 

Comprehensive income is defined to include all changes in equity except those resulting from investments by owners and distributions to owners. Among other disclosures,
SFAS No. 130, “Reporting Comprehensive Income”, requires that all items that are required to be recognized under current accounting standards as components of comprehensive income be
reported in a financial statement that is displayed with the same prominence as other financial statements. During the periods presented, the Company’s comprehensive income represents its
net income and foreign currency translation adjustments and is presented in the statement of changes in shareholders’ equity.
 

Recent Accounting Pronouncements
 

On December 4, 2007 the FASB issued SFAS No. 141 (Revised 2007), “Business Combinations” (SFAS 141(R)). This Statement will apply to all transactions in which an entity obtains
control of one or more other businesses. In general, SFAS No. 141(R) requires the acquiring entity in a business combination to recognize the fair value of all the assets acquired and liabilities
assumed in the transaction; establishes the acquisition date as the fair value measurement point; and modifies the disclosure requirements. Additionally, it changes the accounting treatment for
transaction costs, acquired contingent arrangements, in-process research and development, restructuring costs, changes in deferred tax asset valuation allowances as a result of business
combination, and changes in income tax uncertainties after the acquisition date. SFAS 141(R) applies prospectively to business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after December 15,
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2008. Earlier adoption is prohibited. However, accounting for changes in valuation allowances for acquired deferred tax assets and the resolution of uncertain tax positions for prior business
combinations will impact tax expense instead of impacting goodwill. The Company is currently assessing the impact, if any, that the adoption of SFAS 141(R) will have on its financial
statements.
 

On December 4, 2007 the FASB issued SFAS No. 160, “Non-controlling Interests in Consolidated Financial Statements — An Amendment of ARB No. 51” (“SFAS 160”). SFAS 160
establishes new accounting and reporting standards for the non-controlling interest in a subsidiary and for the deconsolidation of a subsidiary. Specifically, this statement requires the
recognition of a non-controlling interest (minority interest) as equity in the consolidated financial statements and separate from the parent’s equity. The amount of net income attributable to the
non-controlling interest will be included in consolidated net income on the face of the statement of operations. SFAS 160 clarifies that changes in a parent’s ownership interest in a subsidiary
that do not result in deconsolidation are equity transactions if the parent retains its controlling financial interest. In addition, this statement requires that a parent recognize a gain or loss in net
income when a subsidiary is deconsolidated. Such gain or loss will be measured using the fair value of the non-controlling equity investment on the deconsolidation date. SFAS 160 also
includes expanded disclosure requirements regarding the interests of the parent and its non-controlling interest. SFAS 160 is effective for fiscal years, and interim periods within those fiscal
years, beginning on or after December 15, 2008 and will be applied prospectively with the exception of the presentation and disclosure requirements, which must be applied retrospectively for
all periods presented. Earlier adoption is prohibited. The Company is currently assessing the impact, if any, that the adoption of SFAS 160 will have on its financial statements.
 

In April 2008, the FASB issued FASB Staff Position No. FAS 142-3, Determination of the Useful Life of Intangible Assets (“FSP FAS 142-3”). FSP FAS 142-3 amends the factors that
should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized intangible asset under FASB Statement No. 142, “Goodwill and Other
Intangible Assets,” and requires enhanced disclosures relating to: (a) the entity’s accounting policy on the treatment of costs incurred to renew or extend the term of a recognized intangible
asset; (b) in the period of acquisition or renewal, the weighted-average period prior to the next renewal or extension (both explicit and implicit), by major intangible asset class; and (c) for an
entity that capitalizes renewal or extension costs, the total amount of costs incurred in the period to renew or extend the term of a recognized intangible asset for each period for which a
statement of financial position is presented, by major intangible asset class. FSP FAS 142-3 must be applied prospectively to all intangible assets acquired as of and subsequent to fiscal years
beginning after December 15, 2008, and interim periods within those fiscal years. Early adoption is prohibited. The Group is currently evaluating the impact that FSP FAS 142-3 will have on
the consolidated financial statements.
 

In May 2009, the FASB issued SFAS No. 165 “Subsequent Events” (“SFAS 165”). SFAS 165 names the two types of subsequent events either as recognized subsequent events or non-
recognized subsequent events and modifies the definition of subsequent events as events or transactions that occur after the balance sheet date, but before the financial statements are issued.
The statement also requires entities to disclose the date through which an entity has evaluated subsequent events and the basis for that date. SFAS 165 is effective on a prospective basis for
interim or annual financial periods ending after June 15, 2009. The Company does not believe that the application of SFAS 165 will have a significant impact on its financial position and
results of operations.
 

In June 2009, the FASB issued SFAS No. 168, “The FASB Accounting Standards CodificationTM and the Hierarchy of Generally Accepted Accounting Principles — a replacement of
FASB Statement No. 162.” The FASB Accounting Standards CodificationTM (Codification) will become the source of authoritative United States GAAP recognized by the FASB to be applied
by nongovernmental entities. This Statement and the Codification will not change GAAP. This Statement is effective for interim and annual periods ending after September 15, 2009. The
Codification will not change GAAP and therefore should not impact the Company’s consolidated financial statements.
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3.  CONCENTRATION OF RISKS
 

Concentration of Credit Risk
 

Assets that potentially subject the Group to significant concentration of credit risk primarily consist of cash and accounts receivable. As of July 31, 2008, substantially all of the Group’s
cash were deposited in financial institutions located in the PRC and in Singapore, which management believes are of high credit quality. Accounts receivable are typically unsecured and are
derived from revenue earned from customers in the PRC. The risk with respect to accounts receivable is mitigated by credit evaluations the Group performs on its customers and its ongoing
monitoring process of outstanding balances.
 

Concentration of Customers
 

The Group currently generates a substantial portion of its revenue from a limited number of customers. As a percentage of revenues, the top five customers accounted for 58% for the
year ended December 31, 2007 and 52% for the period from January 1 to July 31, 2008. The loss of revenue from any of these customers would have a significant negative impact on the
Group’s business. However arrangements with customers are mostly long-term in nature. Due to the Group’s dependence on a limited number of customers and the contingent fees based on
variables the Group does not control of certain contracts, any negative events with respect to the Group’s customers may cause material fluctuations or declines in the Group’s revenue and have
a material adverse effect on the Group’s financial condition and results of operations.
 

Concentration of Suppliers
 

A significant portion of the Group’s medical equipment are sourced from its three largest suppliers who collectively accounted for 100% of the total medical equipment purchases of the
Group for the year ended December 31, 2007 and 96% of the total medical equipment purchases of the Group for the period from January 1 to July 31, 2008. Failure to develop or maintain the
relationships with these suppliers may cause the Group to be unable to expand its business with new hospitals. Any disruption in the supply of the medical equipment to the Group may
adversely affect the Group’s business, financial condition and results of operations.
 

Current vulnerability due to certain other concentrations
 

The Group’s operations may be adversely affected by significant political, economic and social uncertainties in the PRC. Although the PRC government has been pursuing economic
reform policies for more than 20 years, no assurance can be given that the PRC government will continue to pursue such policies or that such policies may not be significantly altered,
especially in the event of a change in leadership, social or political disruption or unforeseen circumstances affecting the PRC’s political, economic and social conditions. There is also no
guarantee that the PRC government’s pursuit of economic reforms will be consistent or effective.
 

The Group transacts all of its business in RMB, which is not freely convertible into foreign currencies. On January 1, 1994, the PRC government abolished the dual rate system and
introduced a single rate of exchange as quoted daily by the People’s Bank of China (the “PBOC”). However, the unification of the exchange rates does not imply that the RMB may be readily
convertible into United States dollars or other foreign currencies. All foreign exchange transactions continue to take place either through the PBOC or other banks authorized to buy and sell
foreign currencies at the exchange rates quoted by the PBOC. Approval of foreign currency payments by the PBOC or other institutions requires submitting a payment application form
together with suppliers’ invoices, shipping documents and signed contracts.
 

Additionally, the value of the RMB is subject to changes in central government policies and international economic and political developments affecting supply and demand in the PRC
foreign exchange trading system market.
 

A medical-related business is subject to significant restrictions under current PRC laws and regulations. Currently, the Group conducts its operations in China through contractual
arrangements entered into with
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hospitals in the PRC. The relevant regulatory authorities may find the current contractual arrangements and businesses to be in violation of any existing or future PRC laws or regulations. If so,
the relevant regulatory authorities would have broad discretion in dealing with such violations.
 

4.  PREPAYMENT AND OTHER CURRENT ASSETS
 

Prepayment and other current assets consist of the following:
 
             

  As at December 31,   As at July 31,  
  2007   2008   2008  
  RMB   RMB   US$  

 

Advance to suppliers   2,564   2,564   376 
Receivable arising from disposal of a subsidiary (note 9)   —    2,950   432 
Others   1,216   1,963   287 
             

   3,780   7,477   1,095 
             

 

5.  PROPERTY, PLANT AND EQUIPMENT, NET
 

Property, plant and equipment consist of the following:
 
             

  As at December 31,   As at July 31  
  2007   2008   2008  
  RMB   RMB   US$  

 

Medical equipment   210,176   286,581   41,983 
Electronic and office equipment   448   448   66 
Leasehold improvement and building improvement   528   528   77 
Construction in progress   73,485   79,718   11,678 
             

Total   284,637   367,275   53,804 
Less: Accumulated depreciation   (67,719)   (82,576)   (12,097)
             

   216,918   284,699   41,707 
             

 

Depreciation expenses were approximately RMB23,180 and RMB14,857 (US$2,176) for the year ended December 31, 2007 and for the period from January 1 to July 31, 2008,
respectively.
 

As at July 31, 2008, the Company held equipment under operating lease contracts with customers with an original cost of RMB286,581 (US$41,983) and accumulated depreciation of
RMB82,254 (US$12,050). As at December 31, 2007, the Company held equipment under operating lease contracts with customers with an original cost of RMB210,176 and accumulated
depreciation of RMB67,490.
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6.  BANK BORROWINGS
 
             

  As at December 31,   As at July 31  
  2007   2008   2008  
  RMB   RMB   US$  

 

Short-term   21,500   21,500   3,150 
Long-term, current portion   12,623   19,320   2,830 
             

   34,123   40,820   5,980 
Long-term, non-current portion   89,600   103,070   15,099 
             

   123,723   143,890   21,079 
             

 

All bank borrowings were obtained from financial institutions in the PRC and secured by the equipment under capital lease with net carrying value of RMB117,226 (US$17,173) (2007:
RMB118,001). As at July 31, 2008, the Company had RMB19,320 (US$2,830) and RMB103,070 (US$15,099) of long term facilities due within 1 and 2 years, respectively. These
arrangements do not have any financial reporting or administrative covenants restricting the Company’s operating, investing and financing activities.
 

The short-term bank borrowing outstanding as of July 31, 2008 bore weighted average interest at 7.29% per annum, and was denominated in RMB. The long-term bank borrowings
outstanding as of July 31, 2008 bore weighted average interest at 7.48% per annum and were denominated in RMB.
 

7.  ACCRUED EXPENSES AND OTHER LIABILITIES
 

The components of accrued expenses and other liabilities are as follows:
 
             

  As at December 31,   As at July 31  
  2007   2008   2008  
  RMB   RMB   US$  

 

Unrecognized tax benefit and related interest and penalty (note 8)   2,692   4,056   594 
Loans from Ascendium and other unrelated parties*   —    12,000   1,758 
Others   4,340   4,769   699 
             

   7,032   20,825   3,051 
             

 

 

* The amount represents interest-free loans borrowed from an unrelated party. Such loan is for working capital purpose and is repayable on demand. The balance was settled by the end of December 31, 2008.
 

8.  TAXATION
 

Singapore
 

The Company is incorporated in Singapore and does not conduct any substantive operations of its own. As the Company has no assessable profits for the year ended December 31, 2007
and the period from January 1 to July 31, 2008, no provision for tax has been made in the financial statements. In addition, upon payments of dividends by China Medstar to its shareholder, no
Singapore withholding tax will be imposed.
 

China
 

Prior to January 1, 2008, PRC enterprise income tax, “EIT”, was generally assessed at the rate of 33% of taxable income. However, as foreign enterprises located in Pudong New
District of Shanghai, MSC is entitled to preferential EIT rate of 15%.
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In March 2007, a new enterprise income tax law (the “New EIT Law”) in the PRC was enacted which was effective on January 1, 2008. The New EIT Law applies a uniform 25% EIT
rate to both foreign invested enterprises and domestic enterprises. The new law provides a five-year transition period from its effective date for those enterprises which were established before
the promulgation date of the new tax law and which were entitled to a preferential tax treatment such as a reduced tax rate or a tax holiday. Based on the transitional rule, certain categories of
enterprises, including the foreign invested enterprise located in Pudong New District, which previously enjoyed a preferential tax rate of 15% are eligible for a five-year transition period during
which the income tax rate will gradually be increased to the unified rate of 25%. Specifically, the applicable rates for MSC would be 18%, 20%, 22%, 24% and 25% for 2008, 2009, 2010,
2011, 2012 and thereafter, respectively.
 

MSC has accounted for their current and deferred income tax based on the five-year transitional tax rate, as applicable.
 

In general, the PRC tax authorities have up to five years to conduct examinations of the PRC entities’ tax filings. Accordingly, MSC’s tax years from 2003 to 2008 remain subject to
examination by the tax authorities.
 

Income from continuing operations before income taxes consists of:
 
             

     Period From  
  Year Ended December 31,   January 1 to July 31,  
  2007   2008  
  RMB   RMB   US$  

 

Non-PRC   (9,175)   (3,392)   (497)
PRC   23,919   39,492   5,785 
             

   14,744   36,100   5,288 
             

 

The current and deferred components of the income tax expense (benefit) appearing in the consolidated statements of operations are as follows:
 
             

  Year Ended   Period From  
  December 31,   January 1 to July 31,  
  2007   2008  
  RMB   RMB   US$  

 

Current tax expense   5,698   8,427   1,234 
Deferred tax (benefit) expense   (4,776)   18   3 
             

   922   8,445   1,237 
             

 

A reconciliation of the differences between the statutory tax rate and the effective tax rate for EIT is as follows:
 
             

  Year Ended   Period From  
  December 31,   January 1 to July 31,  
  2007   2008  
  RMB   RMB   US$  

 

Income from continuing operations before income taxes   14,744   36,100   5,288 
             

Income tax computed at applicable tax rates (33% or 25%)   4,866   9,025   1,322 
Non-deductible expenses   3,285   1,572   230 
Effect of preferential tax rate   (6,431)   (3,009)   (441)
Effect of tax rate changes   (1,137)   168   25 
Interest and penalty on unrecognized tax benefits   339   689   101 
             

   922   8,445   1,237 
             

F-92



Table of Contents

 

CHINA MEDSTAR LIMITED
 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

 

Reconciliation of accrued unrecognized tax benefits is as follows:
 
         

  Unrecognized Tax Benefits  
  RMB(’000)   US$(’000)  

 

Balance — January 1, 2007   1,192   175 
Additions based on tax positions related to the current year   427   62 
         

Balance — December 31, 2007   1,619   237 
Additions based on tax positions related to the current period   675   99 
         

Balance — July 31, 2008   2,294   336 
         

 

As of December 31, 2007 and July 31, 2008, the Group has recognized a provision of RMB1,619 and RMB2,294 (US$336) for unrecognized tax benefits, of which RMB185 and
RMB306 (US$45) would impact the effective tax rate, if ultimately recognized. Included in the balance at December 31, 2007 and July 31, 2008 are approximately RMB1,434 and RMB1,988
(US$291), respectively, of tax positions for which the ultimate deductibility is highly certain but for which there is uncertainty about the timing of such deductibility. The Company had
approximately RMB1,073 and RMB1,761 (US$258) for the payment of interest and penalty accrued at December 31, 2007, and July 31, 2008, respectively.
 

It is possible that the amount of unrecognized tax benefits will change in the next twelve months. However, an estimate of the range of the possible change cannot be made at this time.
 

Deferred taxes reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income
tax purposes. The components of deferred taxes are as follows:
 
             

  As at December 31,   As at July 31,  
  2007   2008  
  RMB   RMB   US$  

 

Deferred tax assets, current portion             
Accounts receivable   —    216   32 
Deferred revenue   58   45   6 

             

Deferred tax assets, current portion, net   58   261   38 
             

Deferred tax assets, non-current portion             
Accounts receivable   4,917   3,810   558 
Deferred cost, non-current portion   (1,664)   (1,198)   (175)
Property, plant and equipment   4,174   4,642   680 
Deferred revenue, non-current portion   320   272   40 

             

Deferred tax assets, non-current portion, net   7,747   7,526   1,103 
             

 

Dividends paid by PRC subsidiaries of the Group out of the profits earned after December 31, 2007 to non-PRC tax resident investors would be subject to PRC withholding tax. The
withholding tax would be 10%, unless a foreign investor’s tax jurisdiction has a tax treaty with China that provides for a lower withholding tax rate.
 

Aggregate undistributed earnings of the Company’s subsidiary located in the PRC that are available for distribution at July 31, 2008 are considered to be indefinitely reinvested under
Accounting Principles Board Opinion No. 23 “Accounting for Income Taxes — Special Areas” and accordingly, no provision has been made for taxes that would be payable upon the
distribution of those amounts to any entity within the Group outside the PRC. Unrecognized deferred tax liabilities for temporary differences related to investments in foreign subsidiaries were
not recorded because the determination of that amount is not practicable.
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The Group does not have any present plan to pay any cash dividends on its ordinary shares in the foreseeable future. It intends to retain most of its available funds and any future
earnings for use in the operation and expansion of its business. As of July 31, 2008, the Group has not declared any dividends.
 

9.  DISCONTINUED OPERATIONS
 

On July 30, 2008, the Group entered into an agreement to sell all its 53% interest in Anti-Aging to an independent third party for RMB2,950 (US$432), which resulted in a gain on
disposal of RMB1,122 (US$164), net of income tax expense of RMB54 (US$8). Accordingly, as of December 31, 2007, the Company has accounted for Anti-Aging as discontinued
operations. The assets and liabilities of Anti-Aging as at December 31, 2007 have been reclassified as assets held for sale and liabilities of discontinued operations, respectively, and the results
of operations of Anti-Aging have been removed from the Company’s results of continuing operations and cash flows for the year ended December 31, 2007. Subsequent to the year end,
RMB1,000 (US$146) was collected from the seller such that the outstanding receivable amount is RMB1,950 (US$286). Anti-Aging was established in September 2007 and thus did not
generate any revenue in any of the periods presented.
 

The assets and liabilities of Anti-Aging reported as held-for-sale include:
 
     

  As at December 31,  
  2007  
  RMB  

 

Current assets held for sale     
Cash   4,211 
Prepayment and other current assets   199 

     

Current assets held for sale   4,410 
     

Non-current assets held for sale     
Property, plant and equipment, net   316 

     

Current liabilities     
Accrued expenses and other liabilities   90 

     

 

10.  SHARE BASED COMPENSATION
 

The Company’s 2006 Share Option Plan (the “Plan”) was adopted on November 24, 2006 and is administered by the Remuneration Committee (the “Committee”). Employees
(including executive Directors) and non-executive Directors of the Company, employees of Group companies, subject to certain conditions, are eligible to participate in the Plan. Options
granted from the Plan a maximum life of ten years from the date of grant. Options granted to employees cliff vest at the end of three years of continued employment.
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The following table summarizes the activity of employee share-based awards granted in November 2006, for the year ended December 31, 2007 and the period from January 1 to
July 31, 2008:
 
                     

       Weighted-Average  Weighted Average   
Share Options     Weighted-Average  Grant-Date Fair  Remaining  Aggregated
granted to     Exercise Price  Value  Contractual Term  Intrinsic Value
employees  Number of Shares   (GB pound)  (GB pound)  (Years)  (GB pound)
 

Outstanding, January 1, 2007   872,853   0.78   0.36   9.9   — 
Outstanding, January 1, 2008   872,853   0.78   0.36   8.9   — 
Cancellation   (872,853)   0.78   0.36   8.3   — 
             

Outstanding, July 31, 2008   —                  
             

 

The Company also granted 1,240,386 options to two non-employees with exercise prices ranging from GBP0.78 to GBP1.97 on November 27, 2006. The options had expiring terms
ranging from 3 to 4 years. The vesting of the options was subject to the successful completion of the Company’s initial public offering which was completed on November 30, 2006. The
options were issued to these two non-employees as compensation for services which relate directly to the Company’s initial public offering. Accordingly, the fair value of the options,
representing a share issuance cost, results in an offsetting amount being recognized in shareholders’ equity.
 

Prior to Ascendium’s acquisition of the Company, all employee and non-employee holders of share options under the Plan voluntarily waived their rights related to each of their
respective share options and did not receive any compensation in return. The waiver from the option holders has been accounted for as a cancellation of stock options and thus all unrecognized
share-based compensation cost relating to unvested stock options amounting to approximately RMB 2,248 (US$329) was immediately recognized to expense on the date of the waiver.
 

The fair value of each option award to employees was estimated using the Black — Scholes Option Pricing Model by management of the Company. The volatility assumption was
estimated based on the Company’s historical price volatility of the Company’s shares and therefore did not have data to calculate expected volatility of the price of the underlying ordinary
shares over the expected term of the option. The expected term was estimated based on the vesting terms, contractual terms and management’s expectation of exercise behavior of the option
grantees. The risk-free rate was based on the market yield of UK Guilt Stock with maturity terms equal to the expected term of the option awards. Forfeitures were estimated based on historical
experience. The grant date fair value of the share options granted in the last year in which options were granted (the year ended December 31, 2006) is as follows:
 
         

Risk-free interest rate       4.7%
Dividend yield       Nil 
Expected volatility range       37%
Expected life       6.5 years 

 

Total share-based compensation expense of RMB1,529 and RMB2,725 (US$399) recognized in the year ended December 31, 2007 and the period from January 1 to July 31, 2008,
respectively, were recorded in general and administrative expenses.
 

11.  RELATED PARTY TRANSACTIONS
 

a) Related parties
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Name of related parties  Relationship with the Group
 

Mr. Zheng Cheng  Director of the Company
Mr. Yap Yaw Kong  Director of the Company
Beijing Medstar Hi-Tech Investment Co., Ltd. (“Beijing Medstar”)  A company under the control of a director of the Company

 

b) The Group had the following related party balances at the end of the period:
 
             

  As at December 31,   As at July 31,  
  2007   2008  
  RMB   RMB   US$  

 

Amount due to related parties:             
Beijing Medstar   196   196   29 
Mr. Zheng Cheng   1,191   1,191   174 
Mr. Yap Yaw Kong   204   220   32 
Ascendium   —    12,274   1,798 
             

   1,591   13,881   2,033 
             

 

All amounts due to related parties as of December 31, 2007 and July 31, 2008 were unsecured, interest-free and have no fixed terms of repayment.
 

12.  EMPLOYEE DEFINED CONTRIBUTION PLAN
 

Full time employees of the Group in the PRC participate in a government mandated defined contribution plan, pursuant to which certain pension benefits, medical care, employee
housing fund and other welfare benefits are provided to employees. Chinese labor regulations require that the PRC subsidiaries of the Group make contributions to the government for these
benefits based on certain percentages of the employees’ salaries. The Group has no legal obligation for the benefits beyond the contributions made. The total amounts for such employee
benefits, which were expensed as incurred, were approximately RMB1,103 and RMB637 (US$93) for the year ended December 31, 2007 and the period from January 1 to July 31, 2008,
respectively.
 

Obligations for contributions to defined contribution retirement plans for full-time employees in Singapore are recognized as expenses in the income statement as incurred. The total
amounts for such employee benefits were approximately RMB42 and RMB55 (US$8) for the year ended December 31, 2007 and the period from January 1 to July 31, 2008, respectively.
 

13.  COMMITMENTS AND CONTINGENCIES
 

Operating lease commitments
 

Future minimum payments under non-cancelable operating leases with initial terms in excess of one year consist of the following at July 31, 2008:
 
         

  RMB   US$  
 

Period from August 1 to December 31, 2008   866   127 
2009   1,362   199 
2010   94   14 

         

   2,322   340 
         

 

Payments under operating leases are expensed on a straight-line basis over the periods of their respective leases. The terms of the leases do not contain material rent escalation or
contingent rents. For the year ended December 31,

F-96



Table of Contents

 

CHINA MEDSTAR LIMITED
 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

 

2007 and the period from January 1 to July 31, 2008, total rental expenses for all operating leases amounted for approximately RMB1,919 and RMB1,147 (US$168), respectively.
 

Purchase commitments
 

The Group has commitments to purchase certain medical equipment of approximately RMB37,916 (US$5,554), which are scheduled to be paid within one year.
 

Income taxes
 

As of July 31, 2008, the Group has recognized approximately RMB4,056 (US$594) accrual for unrecognized tax benefits and related interest and penalty (note 8). The final outcome of
the tax uncertainty is dependent upon various matters including tax examinations, interpretation of tax laws or expiration of status of limitation. However, due to the uncertainties associated
with the status of examinations, including the protocols of finalizing audits by the relevant tax authorities, there is a high degree of uncertainty regarding the future cash outflows associated
with these tax uncertainties. As of July 31, 2008, the Group classified the RMB4,056 (US$594) accrual as a current liability.
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UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
 

On July 31, 2008, the Group acquired China Medstar Pte. Ltd. (“China Medstar”) for cash consideration of approximately £17.1 million or 62 pence per share in exchange for 100% of
China Medstar’s issued and outstanding share capital. The following unaudited pro forma condensed consolidated statement of operations gives effect to the acquisition of China Medstar,
accounted for under the purchase method in accordance with SFAS No. 141 “Business Combinations” (“SFAS 141”).
 

The following unaudited pro forma condensed combined statement of operations for the year ended December 31, 2008 assumes that the acquisition of China Medstar was
consummated on January 1, 2008. The historical results of the Company and China Medstar were derived from the consolidated statements of operations for the year ended December 31,
2008, respectively, included elsewhere in this prospectus.
 

The pro forma information is presented solely for informational purposes and is not necessarily indicative of the combined results of operations that might have been achieved for the
periods indicated, nor is it necessarily indicative of the future results of the combined company.
 

The pro forma adjustments are based upon available information and certain assumptions we believe are reasonable under the circumstances. The unaudited pro forma condensed
combined statement of operations should be read in conjunction with the accompanying notes and assumptions and the historical financial statements of the Company and China Medstar.
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Unaudited Pro Forma Condensed Combined Statement of Operations
for the Year Ended December 31, 2008

(Amounts in thousands of Renminbi (“RMB”) except for number of shares)
 
                     

        Pro forma      Pro forma  
  Concord Medical   China Medstar   Adjustment   Notes   Combined  
     For the seven           
  For the Year Ended   month period           
  December 31,   ended July 31,           
  2008   2008         2008  
  RMB   RMB   RMB      RMB  

 

Revenue, net of business tax, value-added tax and related surcharges:                     
Lease and management services   155,061   48,745           203,806 
Management services   12,677   7,980           20,657 
Other, net   4,051   6,148           10,199 
                     

Total net revenues   171,789   62,873           234,662 
                     

Cost of revenue:                     
Lease and management services   (25,046)   (14,806)   5,624   (1)   (34,228)
Amortization of acquired intangibles   (20,497)   —    (5,743)   (1)   (26,240)
Management services   (54)   (63)           (117)
                     

Total cost of sales   (45,597)   (14,869)           (60,585)
                     

Gross profit   126,192   48,004           174,077 
Operating expenses:                     
Selling expenses   (5,497)   (1,581)           (7,078)
General and administrative expenses   (18,869)   (8,340)           (27,209)
                     

Operating income   101,826   38,083           139,790 
Interest expense   (7,455)   (1,585)           (9,040)
Change in fair value of convertible notes   (464)   —            (464)
Foreign exchange loss   (325)   (230)           (555)
Loss from disposal of equipment   658   —            (658)
Interest income   430   32           462 
Other income (expense)   7,734   (200)           7,534 
                     

Income before income taxes   102,404   36,100           138,385 
Income tax expense   (23,335)   (8,445)   21   (2)   (31,759)
                     

Net income from continuing operations   79,069   27,655           106,626 
Pro forma income per share from continuing operations                     
Basic and diluted   1.38               1.85 
                     

Weighted average number of ordinary shares outstanding:                     
Basic and diluted   57,481,400               57,481,400 
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Note 1
 

The aggregate purchase price of approximately £17.1 million (RMB238,747 or US$34,975) for the purchase of China Medstar is comprised of the following:
 
         

  RMB   US$  
 

Goodwill   21,210   3,107 
Current assets   77,053   11,287 
Long-term receivable   9,397   1,377 
Property, plant and equipment   217,965   31,931 
Other intangible assets- customer relationships         
and operating leases   52,380   7,673 
Deposit for property, plant and equipment   83,505   12,233 
Deferred tax assets, non-current portion   23,089   3,382 
Deferred tax liabilities, non-current portion   (12,529)   (1,835)
Liabilities assumed   (233,323)   (34,180)
         

Total consideration paid   238,747   34,975 
         

 

The preliminary purchase price allocation and preliminary intangible asset valuations described above were based on valuation work determined by the Company with the assistance of
American Appraisal China Limited, an independent valuation firm. The valuation report utilizes and considers generally accepted valuation methodologies such as the income, market, cost and
actual transaction of shares approach. We have incorporated certain assumptions which include projected cash flows and replacement costs.
 

This adjustment of RMB5,743 reflects an additional seven full months of amortization of the acquired intangibles recorded as a result of our acquisition of China Medstar on July 31,
2008 as if the acquisition had been consummated on January 1, 2008.
 

This adjustment of RMB 5,624 reflects an additional reduction in depreciation expense as if the acquisition had been consummated on January 1, 2008 related to medical equipment
because the assigned estimated fair values are lower than the net book values as at the acquisition date.
 

Note 2
 

Reflects the adjustment to income tax expense based on the pro forma adjusting entries to depreciation expense and amortization expense discussed above.
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PART II
 

INFORMATION NOT REQUIRED IN PROSPECTUS
 

ITEM 6  INDEMNIFICATION OF DIRECTORS AND OFFICERS
 

Cayman Islands law does not limit the extent to which a company’s articles of association may provide for indemnification of officers and directors, except to the extent any such
provision may be held by the Cayman Islands courts to be contrary to public policy, such as to provide indemnification against civil fraud or the consequences of committing a crime. Our
third amended and restated memorandum and articles of association, which will become effective upon the closing of this offering, will provide for indemnification of officers and directors
for losses, damages, costs and expenses incurred in their capacities as such, except through their own dishonesty, fraud or default.
 

Under the form of indemnification agreements filed as Exhibit 10.2 to this registration statement, we will agree to indemnify our directors and executive officers against certain
liabilities and expenses incurred by such persons in connection with claims made by reason of their being such a director or executive officer.
 

The form of underwriting agreement to be filed as Exhibit 1.1 to this registration statement will also provide for indemnification of us and our officers and directors.
 

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling us under the foregoing provisions, we have been
informed that in the opinion of the SEC such indemnification is against public policy as expressed in the Securities Act and is therefore unenforceable.
 

ITEM 7  RECENT SALES OF UNREGISTERED SECURITIES
 

During the past three years, we have issued the following securities (including options to acquire our ordinary shares). We believe that each of the following issuances was exempt
from registration under the Securities Act in reliance on Regulation S under the Securities Act or under Section 4(2) of the Securities Act regarding transactions not involving a public
offering.
 
           

         Underwriting
  Date of Sale or    Consideration in   Discount and
Purchaser  Issuance  Number of Securities  U.S. dollars  Commission
 

Certain director of the registrant  November 27, 2007 1 ordinary share* $ 0.05  n/a
Notable Enterprise Limited  March 8, 2008 225,000 ordinary shares(1) $ 2,250  n/a
Dragon Image Investment Ltd.  March 8, 2008 37,500 ordinary shares(1)* $ 375  n/a
Daketala International Investment Holdings Ltd.  March 8, 2008 37,500 ordinary shares(1)* $ 375  n/a
Certain directors of the registrant and other minority shareholders  March 8, 2008 199,999 ordinary shares(1)* $ 1,999.99  n/a

Carlyle Asia Growth Partners III, L.P.  April 3, 2008 
53,292 Series A contingently redeemable convertible

preferred shares(2) $ 4,808,250  n/a

CAGP III Co-Investment, L.P.  April 3, 2008 
2,125 Series A contingently redeemable convertible

preferred shares(2) $ 191,750  n/a

CICC Sun Company Limited  April 3, 2008 
26,535 Series A contingently redeemable convertible

preferred shares $ 5,000,000  n/a
Carlyle Asia Growth Partners III, L.P.  April 10, 2008 convertible loan promissory note(3) $ 19,233,000  n/a
CAGP III Co-Investment, L.P.  April 10, 2008 convertible loan promissory note(4) $ 767,000  n/a
CZY Investments Limited  August 18, 2008 109,736 ordinary shares(5)* $ 8,669,144  n/a
Daketala International Investment Holdings Ltd.  August 18, 2008 47,030 ordinary shares(5)* $ 3,715,370  n/a
Thousand Ocean Group Limited  August 18, 2008 32,624 ordinary shares(5)* $ 2,577,296  n/a
Dragon Image Investment Ltd.  August 18, 2008 16,524 ordinary shares(5)* $ 1,305,396  n/a
Top Mount Group Limited  August 18, 2008 5,932 ordinary shares(5)* $ 468,628  n/a
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         Underwriting
  Date of Sale or    Consideration in   Discount and
Purchaser  Issuance  Number of Securities  U.S. dollars  Commission
 

Carlyle Asia Growth Partners III, L.P.  October 20, 2008 
93,493 Series B contingently redeemable convertible

preferred shares $ 24,041,250  n/a

CAGP III Co-Investment, L.P.  October 20, 2008 
3,728 Series B contingently redeemable convertible

preferred shares $ 958,750  n/a

CICC Sun Company Limited  October 20, 2008 
38,889 Series B contingently redeemable convertible

preferred shares $ 10,000,000  n/a

Starr Investments Cayman II, Inc.  October 20, 2008 
97,222 Series B contingently redeemable convertible

preferred shares $ 25,000,000  n/a
 

 

(1) Issued in connection with a share swap with Ascendium Group Limited as part of the reorganization to establish Concord Medical Services Holding Limited as our ultimate holding company.
(2) The numbers of Series A contingently redeemable convertible preferred shares issued to Carlyle Asia Growth Partners III, L.P. and CAGP III Co-Investment, L.P. on April 3, 2008 also include Series A contingently redeemable

convertible preferred shares issued as a result of the conversion of two convertible loan promissory notes issued on November 16, 2007 by our predecessor, Our Medical Services, Ltd., or OMS, plus accrued interest. OMS received
consideration for the issuance of such convertible loan promissory notes in the amount of $4,808,250 and $191,750 from Carlyle Asia Growth Partners III, L.P. and CAGP III Co-Investment, L.P., respectively.

(3) The convertible loan promissory note was converted into 84,072 of our Series A contingently redeemable convertible preferred shares on July 30, 2008.
(4) The convertible loan promissory note was converted into 3,353 of our Series A contingently redeemable convertible preferred shares on July 30, 2008.
(5) Issued as settlement for the share options issued to certain of our directors under the share option plan adopted by our predecessor company, Our Medical Services Limited, on November 17, 2007.
* Does not take into account the share split effective on November 17, 2009 whereby all of our issued and outstanding 704,281 ordinary shares of a par value of US$0.01 per share were split into 70,428,100 ordinary shares of

US$0.0001 par value per share and the number of our authorized ordinary shares were increased from 4,500,000 to 450,000,000.
 

ITEM 8  EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
 

(a)          Exhibits
 

See Exhibit Index beginning on page II-7 of this registration statement.
 

(b)          Financial Statement Schedules
 

Schedules have been omitted because the information required to be set forth therein is not applicable or is shown in our consolidated financial statements or the notes thereto.
 

ITEM 9  UNDERTAKINGS
 

The undersigned registrant hereby undertakes to provide to the underwriter at the closing specified in the underwriting agreements, certificates in such denominations and registered
in such names as required by the underwriter to permit prompt delivery to each purchaser.
 

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of the registrant under the provisions described
in Item 6, or otherwise, the registrant has been advised that in the opinion of the SEC such indemnification is against public policy as expressed in the Securities Act and is therefore
unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling
person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being registered,
the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.
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The undersigned registrant hereby undertakes that:
 

(1) For purposes of determining any liability under the Securities Act, the information omitted from the form of prospectus filed as part of this registration statement in reliance upon
Rule 430A and contained in a form of prospectus filed by the registrant under Rule 424(b)(1) or (4) or 497(h) under the Securities Act shall be deemed to be part of this registration statement
as of the time it was declared effective.
 

(2) For the purpose of determining any liability under the Securities Act, each post-effective amendment that contains a form of prospectus shall be deemed to be a new registration
statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.
 

(3) For the purpose of determining liability under the Securities Act of 1933 to any purchaser, each prospectus filed pursuant to Rule 424(b) as part of a registration statement relating
to an offering, other than registration statements relying on Rule 430B or other than prospectuses filed in reliance on Rule 430A, shall be deemed to be part of and included in the registration
statement as of the date it is first used after effectiveness, provided, however, that no statement made in a registration statement or prospectus that is part of the registration statement or made
in a document incorporated or deemed incorporated by reference into the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of
contract of sale prior to such first use, supersede or modify any statement that was made in the registration statement or prospectus that was part of the registration statement or made in any
such document immediately prior to such date of first use.
 

(4) For the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial distribution of the securities, the undersigned registrant
undertakes that in a primary offering of securities of the undersigned registrant pursuant to this registration statement, regardless of the underwriting method used to sell the securities to the
purchaser, if the securities are offered or sold to such purchaser by means of any of the following communications, the undersigned registrant will be a seller to the purchaser and will be
considered to offer or sell such securities to such purchaser:
 

(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to Rule 424;
 

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred to by the undersigned registrant;
 

(iii) The portion of any other free writing prospectus relating to the offering containing material information about the undersigned registrant or its securities provided
by or on behalf of the undersigned registrant; and

 

(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.
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SIGNATURES
 

Pursuant to the requirements of the Securities Act, the registrant certifies that it has reasonable grounds to believe that it meets all of the requirements for filing on Form F-1 and has
duly caused this registration statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Beijing, People’s Republic of China, on November 17, 2009.
 

CONCORD MEDICAL SERVICES HOLDINGS LIMITED

 

 By: /s/  JIANYU YANG

Name:     Jianyu Yang
 Title: Director, Chief Executive Officer and President
 

POWER OF ATTORNEY
 

Each person whose signature appears below constitutes and appoints each of Jianyu Yang and Steve Sun as an attorney-in-fact, each with full power of substitution, for him or her in
any and all capacities, to do any and all acts and all things and to execute any and all instruments which said attorney and agent may deem necessary or desirable to enable the registrant to
comply with the Securities Act of 1933, as amended (the “Securities Act”), and any rules, regulations and requirements of the Securities and Exchange Commission thereunder, in connection
with the registration under the Securities Act of ordinary shares of the registrant (the “Shares”), including, without limitation, the power and authority to sign the name of each of the
undersigned in the capacities indicated below to the Registration Statement on Form F-1 (the “Registration Statement”) to be filed with the Securities and Exchange Commission with respect
to such Shares, to any and all amendments or supplements to such Registration Statement, whether such amendments or supplements are filed before or after the effective date of such
Registration Statement, to any related Registration Statement filed pursuant to Rule 462(b) under the Securities Act, and to any and all instruments or documents filed as part of or in
connection with such Registration Statement or any and all amendments thereto, whether such amendments are filed before or after the effective date of such Registration Statement; and
each of the undersigned hereby ratifies and confirms all that such attorney and agent shall do or cause to be done by virtue hereof.
 

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities indicated on November 17, 2009.
 
     

Signature  Title
 

   
/s/  JIANYU YANG

Name: Jianyu Yang  
Director, Chief Executive Officer and President

(principal executive officer)
   
/s/  ZHENG CHENG

Name: Zheng Cheng  
Co-Chairman and Chief Operating Officer

   
/s/  STEVE SUN

Name: Steve Sun  
Co-Chairman and Chief Financial Officer
(principal financial and accounting officer)

   
/s/  JING ZHANG

Name: Jing Zhang  
Director and Executive President

   
/s/  YAW KONG YAP

Name: Yaw Kong Yap  
Director and Financial Controller
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Signature  Title
 

   
/s/  SHIRLEY CHEN

Name: Shirley Chen  
Director

   
/s/  FENG XIAO

Name: Feng Xiao  
Director

   
/s/  ELAINE ZONG

Name: Elaine Zong  
Director

   
/s/  WAI HONG KU

Name: Wai Hong Ku  
Director
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SIGNATURE OF AUTHORIZED U.S. REPRESENTATIVE
 

Under the Securities Act of 1933, the undersigned, the duly authorized representative in the United States of Concord Medical Services Holdings Limited, has signed this registration
statement or amendment thereto in Newark, Delaware, on November 17, 2009.

 

Authorized U.S. Representative

 

PUGLISI & ASSOCIATES

 

 By: /s/  Donald J. Puglisi
Name:     Donald J. Puglisi

 Title: Managing Director
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CONCORD MEDICAL SERVICES HOLDINGS LIMITED
 

EXHIBIT INDEX
 
   

Exhibit   
Number  Description of Document
 

1.1*  Form of Underwriting Agreement
3.1  Second Amended and Restated Memorandum and Articles of Association of the Registrant, as currently in effect
3.2

 
Secretary’s Certificate of the Registrant dated as of November 17, 2009 as to the Amendment to the Second Amended and Restated Memorandum and Articles of
Association of the Registrant

3.3*  Form of Third Amended and Restated Memorandum and Articles of Association of the Registrant
4.1*  Form of Registrant’s American Depository Receipt (included in Exhibit 4.3)
4.2  Specimen Certificate for Ordinary Shares of the Registrant
4.3*  Form of Deposit Agreement among the Registrant, the Depositary and Owners and Beneficial Owners of the American Depository Shares issued thereunder
4.4

 

Series A Preferred Shares Subscription Agreement, dated as of February 5, 2008, as amended on April 2, 2008 and on October 20, 2008, among CICC Sun Company
Limited, Carlyle Asia Growth Partners III, L.P., CAGP III Co-Investment, L.P., Liu Haifeng, Steve Sun, Yang Jianyu, Bona Liu, Our Medical Services, Ltd., Ascendium
Group Limited, Shenzhen Aohua Medical Services Co., Ltd. and Concord Medical Services Holdings Limited

4.5

 

Amendment No. 1 to Series A Preferred Shares Subscription Agreement, dated as of April 2, 2008, among CICC Sun Company Limited, Carlyle Asia Growth Partners III,
L.P., CAGP III Co-Investment, L.P., Liu Haifeng, Steve Sun, Yang Jianyu, Bona Liu, Our Medical Services, Ltd., Ascendium Group Limited, Shenzhen Aohua Medical
Services Co., Ltd. and Concord Medical Services Holdings Limited

4.6

 

Amendment No. 2 to Series A Preferred Shares Subscription Agreement, dated as of October 20, 2008, among CICC Sun Company Limited, Carlyle Asia Growth
Partners III, L.P., CAGP III Co-Investment, L.P., Liu Haifeng, Steve Sun, Yang Jianyu, Bona Liu, Our Medical Services, Ltd., Ascendium Group Limited, Shenzhen
Aohua Medical Services Co., Ltd. and Concord Medical Services Holdings Limited

4.7
 

Series B Preferred Shares Subscription Agreement, dated as of October 10, 2008, as amended on October 20, 2008, among CICC Sun Company Limited, Carlyle Asia
Growth Partners III, L.P., CAGP III Co-Investment, L.P., Starr Investments Cayman II, Inc., Concord Medical Services Holdings Limited and other persons named therein

4.8
 

Amendment to Series B Preferred Shares Subscription Agreement, dated as of October 20, 2008, among CICC Sun Company Limited, Carlyle Asia Growth Partners III,
L.P., CAGP III Co-Investment, L.P., Starr Investments Cayman II, Inc., Concord Medical Services Holdings Limited and other persons named therein

4.9
 

Amended and Restated Shareholders Agreement, dated as of October 20, 2008, among Concord Medical Services Holdings Limited, Carlyle Asia Growth Partners III,
L.P., CAGP III Co-Investment, CICC Sun Company Limited, Perfect Key Holdings Limited, Starr Investments Cayman II, Inc. and certain other persons named therein

4.10
 

Share Charge, dated as of November 10, 2008, by CZY Investments Limited in favor of CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP III
Co-Investment, L.P. and Starr Investments Cayman II, Inc.

4.11
 

Share Charge, dated as of November 10, 2008, by Daketala International Investment Holdings Ltd. in favor of CICC Sun Company Limited, Carlyle Asia Growth Partners
III, L.P., CAGP III Co-Investment, L.P. and Starr Investments Cayman II, Inc.

4.12
 

Share Charge, dated as of November 10, 2008, by Dragon Image Investment Ltd. in favor of CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP
III Co-Investment, L.P. and Starr Investments Cayman II, Inc.

4.13
 

Share Charge, dated as of November 10, 2008, by Notable Enterprise Limited in favor of CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP III
Co-Investment, L.P. and Starr Investments Cayman II, Inc.

4.14
 

Share Charge, dated as of November 10, 2008, by Thousand Ocean Group Limited in favor of CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP
III Co-Investment, L.P. and Starr Investments Cayman II, Inc.
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Exhibit   
Number  Description of Document
 

4.15
 

Share Charge, dated as of November 10, 2008, by Top Mount Group Limited in favor of CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP III
Co-Investment, L.P. and Starr Investments Cayman II, Inc.

4.16
 

Deed of Amendment, dated as of September 14, 2009, among CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP III Co-Investment, L.P., Starr
Investments Cayman II, Inc. and Notable Enterprise Limited

4.17
 

Deed of Partial Release, dated as of September 14, 2009, by CICC Sun Company Limited, Carlyle Asia Growth Partners III, L.P., CAGP III Co-Investment, L.P. and Starr
Investments Cayman II, Inc. in favor of CZY Investment Limited

4.18*

 

Amendment to Amended and Restated Shareholders Agreement, dated as of November 17, 2009, among Concord Medical Services Holdings Limited, Carlyle Asia
Growth Partners III, L.P., CAGP III Co-Investment, CICC Sun Company Limited, Perfect Key Holdings Limited, Starr Investments Cayman II, Inc. and certain other
persons named therein

5.1*  Opinion of Walkers regarding the validity of the ordinary shares being registered
8.1*  Opinion of Walkers regarding certain Cayman Islands tax matters (included in Exhibit 5.1)
8.2  Opinion of Simpson Thacher & Bartlett LLP regarding certain U.S. tax matters
10.1  2008 Share Incentive Plan adopted as of October 16, 2008
10.2*  Form of Indemnification Agreement with the Registrant’s directors and officers
10.3  Form of Medical Equipment Lease Agreement
10.4  Form of Equipment Management Services Agreement
10.5  Form of Service-only Management Agreement
10.6  Summary of the Oral Agreement entered into between China Medstar Pte. Ltd. and Beijing Medstar Hi-Tech Investment Co., Ltd.
10.7  Summary of the Oral Agreement entered into between China Medstar Pte. Ltd. and Cheng Zheng
10.8  Summary of the Oral Agreement entered into between China Medstar Pte. Ltd. and Yaw Kong Yap
10.9†  Translation of Medical Equipment Lease Agreement, dated as of August 25, 2009, by and between Medstar (Shanghai) Leasing Co., Ltd. and Chang’an Hospital Co., Ltd.
10.10†

 
Translation of Service-Only Management Agreement, dated as of August 1, 2008, among CMS Hospital Management Co., Ltd., Xi’an Wanjiechangxin Medical Services
Company Limited and Chang’an Hospital Co., Ltd.

10.11†

 

Translation of Agreement Concerning the Establishment of the Aohai Radiotherapy Treatment and Diagnosis Research Center, dated as of September 19, 1995, by and
between the Chinese People’s Liberation Army Navy General Hospital and Beijing Our Medical Equipment Development Company, which transferred its interest in the
agreement to Shenzhen Aohua Medical Services Co., Ltd.

10.12†
 

Translation of Supplemental Agreement Concerning the Development of the Aohai Radiotherapy Treatment and Diagnosis Research Center, dated as of March 18, 1999,
by and between Shenzhen Aohua Medical Services Co., Ltd. and the Chinese People’s Liberation Army Navy General Hospital.

10.13†
 

Translation of Supplemental Agreement Concerning the Development of the Aohai Radiotherapy Treatment and Diagnosis Research Center, dated as of September 27,
2003, by and between Shenzhen Aohua Medical Services Co., Ltd. and the Chinese People’s Liberation Army Navy General Hospital.

10.14†
 

Translation of Medical Equipment Lease Agreement, dated as of September 29, 2006, by and between Shanghai Medstar Investment Management Co., Ltd., the
predecessor of Medstar (Shanghai) Leasing Co., Ltd., and the Chinese People’s Liberation Army Navy General Hospital.

10.15†
 

Translation of Supplemental Agreement Concerning the Development of the Aohai Radiotherapy Treatment and Diagnosis Research Center, dated as of July 8, 2009, by
and between Shenzhen Aohua Medical Services Co., Ltd. and the Chinese People’s Liberation Army Navy General Hospital.

10.16
 

Translation of Supplemental Agreement to the Service-only Management Agreement, dated as of August 1, 2008, among Xi’an Wanjiechangxin Medical Services
Company Limited, Chang’an Hospital Co., Ltd. and CMS Hospital Management Co., Ltd.

10.17
 

Translation of Agreement Regarding the Transfer of Equity in Aohai Radiotherapy Treatment and Diagnosis Research Center, dated as of May 5, 1997, among Beijing
Our Medical Equipment Development Company, Shenzhen Aohua Medical Services Co., Ltd. and the Chinese People’s Liberation Army Navy General Hospital.
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Number  Description of Document
 

10.18
 

Translation of Supplemental Agreement to the Supplemental Agreement Concerning the Development of the Aohai Radiotherapy Treatment and Diagnosis Research
Center, dated as of September 15, 2004, by and between Shenzhen Aohua Medical Services Co., Ltd. and the Chinese People’s Liberation Army Navy General Hospital.

10.19
 

Translation of Supplemental Agreement to the Cooperation Contract Concerning the Aohai Radiotherapy Treatment and Diagnosis Research Center, dated as of August
16, 2003, by and between Shenzhen Aohua Medical Services Co., Ltd. and the Chinese People’s Liberation Army Navy General Hospital.

21.1  Subsidiaries of the Registrant
23.1  Consent of Independent Registered Public Accounting Firm
23.2*  Consent of Walkers (included in Exhibit 5.1)
23.3  Consent of Simpson Thacher & Bartlett LLP (included in Exhibit 8.2)
23.4  Consent of Jingtian & Gongcheng Attorneys At Law
23.5  Consent of Frost & Sullivan
24.1  Powers of Attorney (included on the signature page in Part II of this registration statement)
99.1*  Code of Business Conduct and Ethics
99.2*  Form of Opinion of Jingtian & Gongcheng Attorneys At Law
 

 

* To be submitted by amendment
† Confidential treatment has been requested for portions of this document.
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Exhibit 3.1

SECOND AMENDED AND RESTATED
MEMORANDUM AND ARTICLES OF ASSOCIATION

OF

CONCORD MEDICAL SERVICES
HOLDINGS LIMITED

Incorporated on the 27th day of November, 2007

Amended and restated on the 31st day of March, 2008

Further amended and restated on the 20th day of October, 2008

INCORPORATED IN THE CAYMAN ISLANDS

 



 

THE COMPANIES LAW (2007 Revision)
Company Limited by Shares

SECOND AMENDED AND RESTATED MEMORANDUM OF
ASSOCIATION

OF

CONCORD MEDICAL SERVICES
HOLDINGS LIMITED

     1. The name of the Company is CONCORD MEDICAL SERVICES HOLDINGS LIMITED 

     2. The Registered Office of the Company shall be at the offices of Offshore Incorporations (Cayman) Limited, Scotia Centre, 4th Floor, P.O. Box 2804, George Town, Grand Cayman KY1-1112, Cayman Islands or at
such other place as the Directors may from time to time decide.

     3. The objects for which the Company is established are unrestricted and shall include, but without limitation, the following:

     (a) To carry on the business of an investment company and to act as promoters and entrepreneurs and to carry on business as financiers, capitalists, concessionaires, merchants, brokers, traders, dealers,
agents, importers and exporters and to undertake and carry on and execute all kinds of investment, financial, commercial, mercantile, trading and other operations.

     (b) To carry on whether as principals, agents or otherwise howsoever the business of realtors, developers, consultants, estate agents or managers, builders, contractors, engineers, manufacturers, dealers in or
vendors of all types of property including services.

     (c) To exercise and enforce all rights and powers conferred by or incidental to the ownership of any shares, stock, obligations or other securities including without prejudice to the generality of the foregoing
all such powers of veto or control as may be conferred by virtue of the holding by the Company of some special proportion of the issued or nominal amount thereof, to provide managerial and other executive,
supervisory and consultant services for or in relation to any company in which the Company is interested upon such terms as may be thought fit.

1



 

     (d) To purchase or otherwise acquire, to sell, exchange, surrender, lease, mortgage, charge, convert, turn to account, dispose of and deal with real and personal property and rights of all kinds and, in
particular, mortgages, debentures, produce, concessions, options, contracts, patents, annuities, licences, stocks, shares, bonds, policies, book debts, business concerns, undertakings, claims, privileges and choses
in action of all kinds.

     (e) To subscribe for, conditionally or unconditionally, to underwrite, issue on commission or otherwise, take, hold, deal in and convert stocks, shares and securities of all kinds and to enter into partnership or
into any arrangement for sharing profits, reciprocal concessions or cooperation with any person or company and to promote and aid in promoting, to constitute, form or organize any company, syndicate or
partnership of any kind, for the purpose of acquiring and undertaking any property and liabilities of the Company or of advancing, directly or indirectly, the objects of the Company or for any other purpose
which the Company may think expedient.

     (f) To stand surety for or to guarantee, support or secure the performance of all or any of the obligations of any person, firm or company whether or not related or affiliated to the Company in any manner and
whether by personal covenant or by mortgage, charge or lien upon the whole or any part of the undertaking, property and assets of the Company, both present and future, including its uncalled capital or by any
such method and whether or not the Company shall receive valuable consideration thereof.

     (g) To engage in or carry on any other lawful trade, business or enterprise which may at any time appear to the Directors of the Company capable of being conveniently carried on in conjunction with any of
the aforementioned businesses or activities or which may appear to the Directors or the Company likely to be profitable to the Company.

     In the interpretation of this Second Amended and Restated Memorandum of Association in general and of this Clause 3 in particular no object, business or power specified or mentioned shall be limited or
restricted by reference to or inference from any other object, business or power, or the name of the Company, or by the juxtaposition of two or more objects, businesses or powers and that, in the event of any
ambiguity in this clause or elsewhere in this Second Amended and Restated Memorandum of Association, the same shall be resolved by such interpretation and construction as will widen and enlarge and not
restrict the objects, businesses and powers of and exercisable by the Company.
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     4. Except as prohibited or limited by the Companies Law (2007 Revision), the Company shall have full power and authority to carry out any object and shall have and be capable of from time to time and at all times
exercising any and all of the powers at any time or from time to time exercisable by a natural person or body corporate in doing in any part of the world whether as principal, agent, contractor or otherwise whatever may
be considered by it necessary for the attainment of its objects and whatever else may be considered by it as incidental or conducive thereto or consequential thereon, including, but without in any way restricting the
generality of the foregoing, the power to make any alterations or amendments to this Second Amended and Restated Memorandum of Association and the Articles of Association of the Company considered necessary
or convenient in the manner set out in the Articles of Association of the Company, and the power to do any of the following acts or things, viz: to pay all expenses of and incidental to the promotion, formation and
incorporation of the Company; to register the Company to do business in any other jurisdiction; to sell, lease or dispose of any property of the Company; to draw, make, accept, endorse, discount, execute and issue
promissory notes, debentures, bills of exchange, bills of lading, warrants and other negotiable or transferable instruments; to lend money or other assets and to act as guarantors; to borrow or raise money on the security
of the undertaking or on all or any of the assets of the Company including uncalled capital or without security; to invest monies of the Company in such manner as the Directors determine; to promote other companies;
to sell the undertaking of the Company for cash or any other consideration; to distribute assets in specie to Members of the Company; to make charitable or benevolent donations; to pay pensions or gratuities or provide
other benefits in cash or kind to Directors, officers, employees, past or present and their families; to purchase Directors and officers liability insurance and to carry on any trade or business and generally to do all acts
and things which, in the opinion of the Company or the Directors, may be conveniently or profitably or usefully acquired and dealt with, carried on, executed or done by the Company in connection with the business
aforesaid; provided that the Company shall only carry on the businesses for which a license is required under the laws of the Cayman Islands when so licensed under the terms of such laws.

     5. The liability of each Member is limited to the amount from time to time unpaid on such Member’s shares.

     6. The share capital of the Company is US$50,000.00 divided into 5,000,000 shares of a nominal or par value of US$0.01 each of which 4,500,000 are designated as Ordinary Shares of a nominal or par value of
US$0.01 each, 200,000 are designated as Series A Redeemable Convertible Preferred Shares of a nominal or par value of US$0.01 each and 300,000 are designated as Series B Redeemable Convertible Preferred Shares
of nominal or par value of US$0.01 each with power for the Company insofar as is permitted by law, to redeem or purchase any of its shares and to increase or reduce the said capital subject to the provisions of the
Companies Law (2007 Revision) and the Articles of Association and to issue any part of its capital, whether original, redeemed or increased with or without any preference, priority or
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special privilege or subject to any postponement of rights or to any conditions or restrictions and so that unless the conditions of issue shall otherwise expressly declare every issue of shares whether declared to be
preference or otherwise shall be subject to the powers hereinbefore contained; provided that, notwithstanding any provision to the contrary contained in this Second Amended and Restated Memorandum of Association,
the Company shall have no power to issue bearer shares, warrants, coupons or certificates.

          7. Since the Company is exempted, its operations will be carried on subject to the provisions of Section 193 of the Companies Law (2007 Revision) and, subject to the provisions of the Companies Law (2007
Revision) and the Articles of Association, it shall have the power to register by way of continuation as a body corporate limited by shares under the laws of any jurisdiction outside the Cayman Islands and to be
deregistered in the Cayman Islands.

          We, the undersigned, are desirous of being formed into a Company pursuant to this Memorandum of Association and the Companies Law (2007 Revision), and we hereby agree to take the numbers of shares
set opposite our name below.

   
 Signature, Name, Occupation,  Number of Shares Taken

and Address of Subscriber  by Each Subscriber
For and on behalf of
Offshore Incorporations (Cayman) Limited Corporation
of Scotia Centre, 4th Floor,
P.O. Box 2804,
George Town,
Grand Cayman KY1-1112
CAYMAN ISLANDS 

 

ONE

(Sd.) Authorized Signatory   

DATED 27 Nov 2007
   
WITNESS to the above signature :-

 

(Sd.) Sharon Kyberd
of Scotia Centre, 4th Floor,
P.O. Box 2804,
George Town,
Grand Cayman KY1-1112
CAYMAN ISLANDS
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I, Joy A. Rankine, Asst. Registrar of Companies in and for the Cayman Islands, DO HEREBY CERTIFY that this is a true copy of the Memorandum of Association of this Company duly
incorporated on the 27th November 2007

 

Asst. REGISTRAR OF COMPANIES (SD.)
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THE COMPANIES LAW (2007 Revision)
Company Limited by Shares

SECOND AMENDED AND RESTATED ARTICLES OF ASSOCIATION

OF

CONCORD MEDICAL SERVICES
HOLDINGS LIMITED

          1. In these Articles Table A in the Schedule to the Statute does not apply and, unless there be something in the subject or context inconsistent therewith,

          “Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling, controlled by or under common control with such Person, provided that no securityholder of the Company
shall be deemed an Affiliate of any other securityholder solely by reason of any investment in the Company. For the purpose of this definition, the term “control” (including, with correlative meanings, the terms
“controlling”, “controlled by” and “under common control with”), as used with respect to any Person, shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of such Person, whether through the ownership of voting securities, by contract or otherwise.

          “Aggregate Ownership” means, with respect to any Member or group of Members, and with respect to any class of Company Securities, the total amount of such class of Company Securities “beneficially
owned” (as such term is defined in Rule 13d-3 of the Exchange Act) (without duplication) by such Member or group of Members as of the date of such calculation, calculated on a Fully-Diluted basis.

          “Amended and Restated Shareholders’ Agreement” means that certain Shareholders’ Agreement dated as of October 20, 2008 among the Company, the Investors, the Other Members and certain other
Persons specified therein.

          “Articles” means these Second Amended and Restated Articles, as from time to time altered.

          “Auditors” means the persons for the time being performing the duties of auditors of the Company.

          “Board of Directors” means the board of directors of the Company.
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          “Business Day” means a day, other than Saturday, Sunday or other day on which commercial banks in either the US, Hong Kong or the PRC are authorized or required by applicable law to close.

          “Carlyle” means, collectively, Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands, and CAGP III Co-Investment, L.P., a limited partnership formed
under the laws of the Cayman Islands.

          “Carlyle Director” shall have the meaning ascribed to it in Article 71.

          “CICC” means, collectively, CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands, and Perfect Key.

          “CICC Director” shall have the meaning ascribed to it in Article 71.

          “Closing” shall have the meaning ascribed to it in the Series B Subscription Agreement.

          “Closing Date” shall have the meaning ascribed to it in the Series B Subscription Agreement.

          “Company” means Concord Medical Services Holdings Company  a company incorporated under the laws of the Cayman Islands (registered number 200093), whose
registered office is at c/o Offshore Incorporations (Cayman) Limited, Scotia Centre, 4th Floor, P.O. Box 2804, George Town, Grand Cayman KY1-1112, Cayman Islands.

          “Company Securities” means (i) the Ordinary Shares and the Preferred Shares, (ii) securities convertible into or exchangeable for Ordinary Shares and/or Preferred Shares, (iii) any other equity or equity-
linked security issued by the Company and (iv) options, warrants or other rights to acquire Ordinary Shares, Preferred Shares or any other equity or equity-linked security issued by the Company.

          “Controlling Members” means, collectively, the following Persons:

          (1) CZY Investments Limited, a company incorporated under the laws of the British Virgin Islands (“CZY”);

          (2) Daketala International Investment Holdings Ltd., a company incorporated under the laws of the British Virgin Islands (“Daketala”);

          (3) Dragon Image Investment Ltd., a company incorporated under the laws of the British Virgin Islands (“Dragon Image”);
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          (4) Thousand Ocean Group Limited, a company incorporated under the laws of the British Virgin Islands (“TOG”);

          (5) Top Mount Group Limited, a company incorporated under the laws of the British Virgin Islands (“TMG”); and

          (6) Notable Enterprise Limited, a company incorporated under the laws of the British Virgin Islands (“Notable”).

          “Conversion” means the conversion of the Preferred Shares into Ordinary Shares pursuant to Article 106, 108 or 109.

          “Conversion Date” shall have the meaning ascribed to it in Article 107.

          “Conversion Notice” shall have the meaning ascribed to it in Article 107.

          “Conversion Price” means initially (x) US$184 for Series A Shares and (y) US$257 for Series B Shares, in each case subject to adjustment from time to time pursuant to Article 111.

          “Conversion Ratio” shall have the meaning ascribed to it in Article 106.

          “Conversion Rights” means the rights of holders of Preferred Shares set forth in Article 106.

          “Convertible Loan Agreement” means the Convertible Loan Agreement by and among the Company, Carlyle and other Persons specified therein dated as of April 10, 2008, as amended by the Amendment
to Convertible Loan Agreement by and among the Company, Carlyle and other Persons specified therein dated as of the Closing Date.

          “debenture” means debenture stock, mortgages, bonds and any other such securities of the Company whether constituting a charge on the assets of the Company or not.

          “Directors” means the directors for the time being of the Company and shall include the alternate directors.

          “Drag-Along Portion” shall have the meaning ascribed to it in Article 15.

          “Drag-Along Rights” shall have the meaning ascribed to it in Article 15.

          “Drag-Along Sale” shall have the meaning ascribed to it in Article 15.

          “Drag-Along Sale Notice” shall have the meaning ascribed to it in Article 15.
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          “Drag-Along Sale Notice Period” shall have the meaning ascribed to it in Article 15.

          “Drag-Along Sale Price” shall have the meaning ascribed to it in Article 15.

          “Drag-Along Sellers” shall have the meaning ascribed to it in Article 15.

          “Drag-Along Transferee” shall have the meaning ascribed to it in Article 15.

          “Dragged Members” shall have the meaning ascribed to it in Article 15.

          “Exchange Act” means the Securities Exchange Act of 1934 of the United States of America, as amended.

          “Exercise Notice” shall have the meaning ascribed to it in Article 11(b).

          “Fixed Dividend” shall have the meaning ascribed to it in Article 123.

          “Fully-Diluted” means, with respect to any class of Company Securities, all outstanding shares of such class and all shares issuable in respect of securities convertible into or exchangeable for shares of such
class, all share appreciation rights, options, warrants and other rights to purchase or subscribe for such Company Securities or securities convertible into or exchangeable for such Company Securities; provided that,
if any of the foregoing share appreciation rights, options, warrants or other rights to purchase or subscribe for such Company Securities are subject to vesting, the Company Securities subject to vesting shall be
included in the definition of “Fully-Diluted” only upon and to the extent of such vesting.

          “Hong Kong” means the Hong Kong Special Administrative Region.

          “Indemnified Person” shall have the meaning ascribed to it in Article 148.

          “Initial Ownership” means, with respect to any Member and any class of Company Securities, the Aggregate Ownership of such class by such Member as of the Closing Date, or in the case of any Person
that shall become a Member on a later date, as of such later date, in each case taking into account any share split, share dividend, reverse share split or similar event.

          “Investor Directors” shall have the meaning ascribed to it in Article 71.

          “Investors” means Carlyle, CICC and Starr.
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          “IPO” means an initial public offering and listing of the Ordinary Shares (or, in lieu thereof and as mutually agreed by the Investors and the Company, equity securities of (i) any holding company holding the
issued share capital of the Company or (ii) any Subsidiary of the Company) on an internationally recognized stock exchange.

          “Issuance Notice” shall have the meaning ascribed to it in Article 11(a).

          “Key Men” means, collectively, Mr. Cheng Zheng  Mr. Yang Jianyu  Mr. Steven Xiaodi Sun, Mr. Zhang Jing  and Mr. Yap Yaw Kong 

          “Liquidation Preference” shall have the meaning ascribed to it in Article 145.

          “Major Member” shall have the meaning ascribed to it in Article 11(a).

          “Material Adverse Effect” means a material adverse effect on the condition (financial or otherwise), business, assets, results of operations or prospects of the Company and its Subsidiaries, taken as a whole.

          “Member” shall have the meaning ascribed to it in the Statute.

          “month” means calendar month.

          “Ordinary Resolution” means a resolution passed at a general meeting of Members (or, if so specified, a meeting of Members holding a class of shares) of the Company by a simple majority of the votes cast
or such higher majority as is required in accordance with these Articles, or a written resolution passed by the unanimous consent of all Members (or, if so specified, all Members holding such class of shares) entitled
to vote.

          “Ordinary Shares” means ordinary shares, par value US$0.01 per share, of the Company.

          “Other Members” means Members other than the Investors.

          “paid-up” means paid-up and/or credited as paid-up.

          “Perfect Key” means Perfect Key Holdings Limited, a company incorporated under the laws of the British Virgin Islands.

          “Permitted Transferee” means,

          (A) with respect to CAGP or CAGP Co-Invest, (i) any of its general or limited partner (a “Carlyle Partner”), and any company, partnership or other
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entity that is an Affiliate of CAGP or CAGP Co-Invest or any Carlyle Partner (collectively, “Carlyle Affiliates”), (ii) any managing director, general partner, director, limited partner, officer or employee of Carlyle
or any Carlyle Affiliate, or any spouse, lineal descendant, sibling, parent, heir, executor, administrator, testamentary trustee, legatee or beneficiary of any of the foregoing persons described in this clause (ii)
(collectively, “Carlyle Associates”), or (iii) any trust the ultimate beneficiaries of which, or any company, limited liability company or partnership the ultimate shareholders, members or general or limited partners
of which, include only CAGP, CAGP Co-Invest, Carlyle Affiliates and/or Carlyle Associates;

          (B) with respect to CICC Sun and Perfect Key, (i) any of its shareholders, and any company, partnership or other entity that is an Affiliate of CICC Sun or Perfect Key or any of its shareholders (collectively,
“CICC Affiliates”), (ii) any managing director, general partner, director, limited partner, officer or employee of CICC or any CICC Affiliate, or any spouse, lineal descendant, sibling, parent, heir, executor,
administrator, testamentary trustee, legatee or beneficiary of any of the foregoing persons described in this clause (ii) (collectively, “CICC Associates”), or (iii) any trust the ultimate beneficiaries of which, or any
company, limited liability company or partnership the ultimate shareholders, members or general or limited partners of which, include only CICC Sun, Perfect Key, CICC Affiliates and/or CICC Associates;

          (C) with respect to Starr, (i) any of its shareholders, and any company, partnership or other entity that is an Affiliate of Starr or any of its shareholders (collectively, “Starr Affiliates”), (ii) any managing
director, general partner, director, limited partner, officer or employee of Starr or any Starr Affiliate, or any spouse, lineal descendant, sibling, parent, heir, executor, administrator, testamentary trustee, legatee or
beneficiary of any of the foregoing persons described in this clause (ii) (collectively, “Starr Associates”), or (iii) any trust the ultimate beneficiaries of which, or any company, limited liability company or
partnership the ultimate shareholders, members or general or limited partners of which, include only Starr, Starr Affiliates and/or Starr Associates; and

          (D) with respect to each of the Controlling Members, (i) any company or other entity that is wholly-owned, either directly or indirectly, by the ultimate individual shareholder of such Controlling Member on
the Closing Date (collectively, “Controlling Member Affiliates”), (ii) any spouse, lineal descendant, sibling, parent, heir, executor, administrator, testamentary trustee, legatee or beneficiary of such ultimate
individual shareholder (collectively, “Controlling Member Associates”), or (iii) any trust the ultimate beneficiaries of which, or any company, limited liability company or partnership the ultimate shareholders,
members or general or limited partners of which, include only such ultimate individual shareholder, such Controlling Member Affiliates and/or such Controlling Member Associates.
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     “Person” means an individual, corporation, limited liability company, partnership, association, trust or other entity or organization, including a government or political subdivision or an agency or instrumentality
thereof.

     “PRC” means the People’s Republic of China, excluding, for purposes of these Articles only, Hong Kong, the Macau Special Administrative Region and Taiwan.

     “Preferred Shares” means the Series A Shares and the Series B Shares.

     “Pro Rata Share” shall have the meaning ascribed to it in Article 11(a).

     “Purchase Price” means, with respect to any holder of any Preferred Shares at any time, the weighted average per share price at which such holder has acquired all Preferred Shares of such class, as the case may be,
then held by such holder.

     “Purchaser” shall have the meaning ascribed to it in Article 16(b).

     “Put Interest” shall have the meaning ascribed to it in Article 16(b).

     “Put Notice” shall have the meaning ascribed to it in Article 16(b).

     “Put Price” shall have the meaning ascribed to it in Article 16(e).

     “Put Right” shall have the meaning ascribed to it in Article 16(b).

     “Putting Member” shall have the meaning ascribed to it in Article 16(b).

     “Put Trigger Event” means any of the following:

     (i) the Company has not completed a QPO by the third anniversary of the Closing Date;

     (ii) any of the Key Men has resigned from the Company and its Subsidiaries, which resignation, in the sole determination of a majority of the Investors, has resulted in or would be likely to result in, a Material
Adverse Effect; or

     (iii) the Company or any of its Subsidiaries has breached or failed to be in compliance with any applicable laws that has had or would be reasonably likely to have, a Material Adverse Effect.

     “QPO” means a firm-commitment underwritten IPO (i) led by internationally reputable underwriters, approved by the Board (which shall include a majority of the Investor Directors), and yielding a valuation of the
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Company at not less than US$450 million immediately prior to the consummation of such IPO, or (ii) any other IPO approved by holders of at least 70% of the then outstanding Series B Shares.

     “Rate of Return” means, at the time of calculation, the annual percentage rate, which when utilized to calculate the present value of a series of cash inflows and the present value of a series of cash outflows shall
cause the present value of such cash inflows to equal the present value of such cash outflows. The Rate of Return shall be compounded annually, calculated on a daily basis based on a 360 day year, and shall be
calculated in US dollars, with any cash inflow or cash outflow denominated in a currency other than US dollars translated for purposes of the calculation into US dollars at the Relevant Exchange Rate in effect as of the
date of the cash inflow or cash outflow.

     “Register of Members” means the register of members of the Company.

     “registered office” means the registered office for the time being of the Company.

     “Relevant Exchange Rate” means, (i) with respect to RMB and any calculation date, the spot exchange rate between RMB and US dollars as quoted by the People’s Bank of China on such date, and (ii) with respect
to any other currency and any calculation date, the “noon buying rate” for purchases of such currency on such date published by the Federal Reserve Bank of New York.

     “Replacement Nominee” shall have the meaning ascribed to it in Article 99(a).

     “RMB” means renminbi, the lawful currency of the PRC.

     “ROFO Non-Selling Member” shall have the meaning ascribed to it in Article 13(a).

     “ROFO Offer Notice” shall have the meaning ascribed to it in Article 13(a).

     “ROFO Offer Period” shall have the meaning ascribed to it in Article 13(b).

     “ROFO Offer Price” shall have the meaning ascribed to it in Article 13(a).

     “ROFO Offered Securities” shall have the meaning ascribed to it in Article 13(a).

     “ROFO Seller” shall have the meaning ascribed to it in Article 13(a).
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     “ROFR Member” shall have the meaning ascribed to it in Article 12(a).

     “ROFR Non-Selling Member” shall have the meaning ascribed to it in Article 12(a).

     “ROFR Offer” shall have the meaning ascribed to it in Article 12(a).

     “ROFR Offer Notice” shall have the meaning ascribed to it in Article 12(a).

     “ROFR Offer Price” shall have the meaning ascribed to it in Article 12(a).

     “ROFR Offer Pro Rata Portion” shall have the meaning ascribed to it in Article 12(b).

     “ROFR Offered Securities” shall have the meaning ascribed to it in Article 12(a).

     “ROFR Seller” shall have the meaning ascribed to it in Article 12(a).

     “Seal” means the common seal of the Company and includes every duplicate seal.

     “Secretary” means any person appointed to perform the duties of Secretary of the Company and includes an Assistant Secretary.

     “Series A Shares” means the Series A redeemable convertible preferred shares, par value US$0.01 per share, of the Company.

     “Series A Subscription Agreement” means the Share Subscription Agreement by and among the Company, Carlyle, CICC and other Persons specified therein dated as of February 5, 2008, as amended by the
Amendment to Share Subscription Agreement by and among the Company, Carlyle, CICC and other Persons specified therein dated as of April 2, 2008 and the Amendment No. 2 to Share Subscription Agreement by
and among the Company, Carlyle, CICC and other Persons specified therein dated as of the Closing Date.

     “Series B Shares” means the Series B redeemable convertible preferred shares, par value US$0.01 per share, of the Company.

     “Series B Subscription Agreement” means the Share Subscription Agreement by and among the Company, the Investors and other Persons specified therein dated as of October 10, 2008, as amended by the
Amendment to Share Subscription Agreement by and among the Company, the Investors and other Persons specified therein dated as of October 20, 2008.
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     “share” includes a fraction of a share.

     “Share Charge Agreements” means, collectively:

     (1) the two Share Charge Agreements by and among the Investors and CZY to be entered into pursuant to the Series B Subscription Agreement,

     (2) the two Share Charge Agreements by and among the Investors and Daketala to be entered into pursuant to the Series B Subscription Agreement,

     (3) the two Share Charge Agreements by and among the Investors and Dragon Image to be entered into pursuant to the Series B Subscription Agreement,

     (4) the two Share Charge Agreements by and among the Investors and TOG to be entered into pursuant to the Series B Subscription Agreement,

     (5) the two Share Charge Agreements by and among the Investors and TMG to be entered into pursuant to the Series B Subscription Agreement, and

     (6) the two Share Charge Agreements by and among the Investors and Notable to be entered into pursuant to the Series B Subscription Agreement.

     “Special Resolution” means a resolution passed at a general meeting of Members (or, if so specified, a meeting of Members holding a class of shares) of the Company by not less than two thirds of the votes cast or
such higher majority as is required in accordance with these Articles, or a written resolution passed by unanimous consent of all Members (or, if so specified, all Members holding such class of shares) entitled to vote.

     “Starr” means Starr Cayman Investments Cayman II, Inc.

     “Starr Director” shall have the meaning ascribed to it in Article 71.

     “Statute” means the Companies Law of the Cayman Islands as amended and every statutory modification or re-enactment thereof for the time being in force.

     “Subsidiary” means, with respect to any Person, any entity of which securities or other ownership interests having ordinary voting power to elect a majority of the board of directors or other persons performing
similar functions are at the time directly or indirectly owned by such Person.

     “Tag-Along Notice” shall have the meaning ascribed to it in Article 14(a)(i).
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     “Tag-Along Notice Period” shall have the meaning ascribed to it in Article 14(a).

     “Tag-Along Offer” shall have the meaning ascribed to it in Article 14(a).

     “Tag-Along Portion” shall have the meaning ascribed to it in Article 14(a).

     “Tag-Along Response Notice” shall have the meaning ascribed to it in Article 14(a).

     “Tag-Along Right” shall have the meaning ascribed to it in Article 14(a).

     “Tag-Along Sale” shall have the meaning ascribed to it in Article 14(a).

     “Tag-Along Seller” shall have the meaning ascribed to it in Article 14(a).

     “Tagging Person” shall have the meaning ascribed to it in Article 14(a)(ii).

     “Third Party” means a prospective purchaser(s) of Company Securities in an arm’s-length transaction from a Member, other than a Permitted Transferee of such Member.

     “Top Management” shall have the meaning ascribed to it in Article 87(d).

     “Transfer” means, with respect to any Company Securities, (i) when used as a verb, to sell, assign, dispose of, exchange, pledge, encumber, hypothecate or otherwise transfer such Company Securities or any
participation or interest therein, whether directly or indirectly, or agree or commit to do any of the foregoing and (ii) when used as a noun, a direct or indirect sale, assignment, disposition, exchange, pledge,
encumbrance, hypothecation, or other transfer of such Company Securities or any participation or interest therein or any agreement or commitment to do any of the foregoing.

     “US dollars” or “US$” means the lawful currency of the United States of America.

     “written” and “in writing” include all modes of representing or reproducing words in visible form.

     Words importing the singular number only include the plural number and vice versa.

     Words importing the masculine gender only include the feminine gender.
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     2. The business of the Company may be commenced as soon after incorporation as the Directors shall see fit, notwithstanding that part only of the shares may have been allotted.

     3. The Directors may pay, out of the capital or any other monies of the Company, all expenses incurred in or about the formation and establishment of the Company including the expenses of registration.

CERTIFICATES FOR SHARES

     4. Certificates representing shares of the Company shall be in such form as shall be determined by the Directors. Such certificates may be under Seal. All certificates for shares shall be consecutively numbered or
otherwise identified and shall specify the shares to which they relate. The name and address of the person to whom the shares represented thereby are issued, with the number of shares and date of issue, shall be entered
in the Register of Members. All certificates surrendered to the Company for transfer shall be cancelled and no new certificate shall be issued until the former certificate for a like number of shares shall have been
surrendered and cancelled. The Directors may authorize certificates to be issued with the seal and authorized signature(s) affixed by some method or system of mechanical process.

     5. Notwithstanding Article 4, if a share certificate be defaced, lost or destroyed, it may be renewed on payment of a fee of one US dollar (US$1.00) or such less sum and on such terms (if any) as to evidence and
indemnity and the payment of the expenses incurred by the Company in investigating evidence, as the Directors may prescribe.

ISSUE OF SHARES

     6. Subject to Article 87, the provisions in the Memorandum of Association and any direction that may be given by the Company in general meeting and without prejudice to any special rights previously conferred on
the holders of existing shares, the Directors may allot, issue, grant options over or otherwise dispose of shares of the Company (including fractions of a share) with or without preferred, deferred or other special rights or
restrictions, whether in regard to dividend, voting, return of capital or otherwise and to such persons, at such times and on such other terms as they think proper; provided that, notwithstanding any provision to the
contrary contained in these Articles of Association, the Company shall be precluded from issuing bearer shares, warrants, coupons or certificates.

     7. The Company shall maintain a Register of Members and every person whose name is entered as a Member in the Register of Members shall be entitled without payment to receive within two months after
allotment or lodgement of transfer (or within such other period as the conditions of issue shall provide) one certificate for all his shares or several certificates each for one or more of his shares upon payment of
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fifty cents (US$0.50) for every certificate after the first certificate or such less sum as the Directors shall from time to time determine; provided that in respect of a share or shares held jointly by several persons the
Company shall not be bound to issue more than one certificate and delivery of a certificate for such share(s) to one of the several joint holders shall be sufficient delivery to all such holders.

TRANSFER OF SHARES

     8. The instrument of transfer of any share shall be in writing and shall be executed by or on behalf of the transferor and the transferor shall be deemed to remain the holder of a share until the name of the transferee is
entered in the Register of Members.

     9. The Directors may in their absolute discretion decline to register any Transfer of shares that that is not permitted by the Amended and Restated Shareholders’ Agreement and these Articles; provided that the
Directors shall be obligated to register immediately any Transfer of shares to be effected pursuant to the Share Charge Agreements upon delivery to the Company of the instrument of transfer referred to in Article 8
above duly executed by the transferor and the transferee of the relevant shares to be Transferred. If the Directors refuse to register a Transfer, they shall notify the transferee within two months of such refusal. The
Company shall not, and shall cause its registered agent not to, give any effect in the Register of Members to any attempted Transfer of any Company Securities not in compliance with the Amended and Restated
Shareholders’ Agreement and these Articles.

TRANSFER RESTRICTIONS

     10. Restrictions on Transfer

     (a) None of the Members shall Transfer any Company Securities (or solicit any offers in respect of any Transfer of any Company Securities), except in compliance with the United States Securities Act of 1933,
as amended, any other applicable securities or “blue sky” laws, and the terms and conditions of these Articles.

     (b) Any attempt to Transfer any Company Securities not in compliance with this Agreement shall be null and void, and the Company shall not, and shall cause any transfer agent not to, give any effect in the
Company’s register of members to such attempted Transfer.

     (c) None of the Other Members may, without the prior written consent of each Investor, directly or indirectly Transfer any Company Securities (or solicit any offers in respect of any Transfer of any Company
Securities) prior to the completion of the QPO.
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     (d) Within the two years following the completion of the QPO, so long as the Aggregate Ownership of Ordinary Shares by any Investor is at least 20% of such Investor’s Initial Ownerships of Ordinary Shares,
without the prior written consent of such Investor, no Controlling Member or any of its Permitted Transferees may directly or indirectly Transfer (a) in any single transaction or in a series of transactions, whether or
not related, Company Securities representing 50% or more of the Initial Ownership of Ordinary Shares of such Controlling Member or (b) any Company Securities if the Controlling Members have Transferred an
aggregate amount of Company Securities representing 20% or more of their aggregate Initial Ownership of Ordinary Shares, except for Transfers (i) pursuant to Article 4 of the Series A Subscription Agreement,
(ii) pursuant to Article 3 of the Series B Subscription Agreement, (iii) pursuant to Section 11.06 of the Convertible Loan Agreement, (iv) pursuant to Section 6.09 of the Amended and Restated Shareholders’
Agreement, (v) to transferees pursuant to the Share Charge Agreements, (vi) to any employees of the Company or its Subsidiaries as share based compensation or incentive, (vii) to any other Controlling Member or
the Permitted Transferees of any other Controlling Member or (viii) to any Permitted Transferee of such Controlling Member, provided that (A) such Permitted Transferee shall have agreed in writing to be bound by
the terms of the Amended and Restated Shareholders’ Agreement in the form of Exhibit A attached thereto and (B) if such Permitted Transferee ceases to be a Permitted Transferee of such Controlling Member, the
Company Securities previously Transferred shall be immediately Transferred, to the extent permitted by applicable laws, to such Controlling Member or another Person who qualifies as a Permitted Transferee of
such Controlling Member. Any such Transfer by the Controlling Member shall be subject to (i) the rules and regulations of the stock exchange where the QPO takes place and (ii) the applicable laws in the
jurisdiction in which such stock exchange is located.

     (e) None of the Other Members may, directly or indirectly Transfer any Company Securities if as a result of such Transfer there shall be a Change of Control (as defined in the Amended and Restated
Shareholders’ Agreement), unless such Transfer has otherwise satisfied the other provisions of these Articles and the transferee agrees to purchase all Company Securities then held by the Investors at a price agreed
to by the Investors.

     11. Preemptive Rights.

     (a) The Company shall give each Member notice (an “Issuance Notice”) of any proposed issuance by the Company of any Company Securities at least 30 Business Days prior to the proposed
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issuance date. The Issuance Notice shall specify the price at which such Company Securities are to be issued and the other material terms of the issuance. Subject to Article 11(f) below, each of the Controlling
Members and the Investors (each, a “Major Member”) shall be entitled to purchase up to such Major Member’s Pro Rata Share of the Company Securities proposed to be issued, at the price and on the terms
specified in the Issuance Notice. “Pro Rata Share” means, with respect to any Major Member, the fraction that results from dividing (i) such Major Member’s Aggregate Ownership (immediately before giving
effect to such issuance) of Ordinary Shares by (ii) the Aggregate Ownership (immediately before giving effect to such issuance) of Ordinary Shares by all Members.

     (b) Each Major Member who desires to purchase any or all of its Pro Rata Share of the Company Securities specified in the Issuance Notice shall deliver notice to the Company (each an “Exercise Notice”) of its
election to purchase such Company Securities within 10 Business Days of receipt of the Issuance Notice. The Exercise Notice shall specify the number of Company Securities to be purchased by such Major
Member and shall constitute exercise by such Major Member of its rights under this Article 11 and a binding agreement of such Major Member to purchase, at the price and on the terms specified in the Issuance
Notice, the number of shares (or amount) of Company Securities specified in the Exercise Notice. If, at the termination of such ten-Business-Day period, any Major Member shall not have delivered an Exercise
Notice to the Company, such Major Member shall be deemed to have waived all of its rights under this Article 11 with respect to the purchase of such Company Securities. Promptly following the termination of
such ten-Business Day period, the Company shall deliver to each Major Member a copy of all Exercise Notices it received.

     (c) If any Major Member fails to exercise its preemptive rights under this Article 11 or elects to exercise such rights with respect to less than such Major Member’s Pro Rata Share, the Company shall, within 2
Business Days after the expiration of the 10-Business-Day period, notify each other Major Member who has delivered an Exercise Notice to exercise its rights to purchase its entire Pro Rata Share, that such Major
Member shall be entitled to purchase from the Company its pro rata portion (which means the fraction that results from dividing (i) such Major Member’s Aggregate Ownership (immediately before giving effect to
such issuance) of Ordinary Shares by (ii) Aggregate Ownership (immediately before giving effect to such issuance) of Ordinary Shares of all Major Members exercising in full their preemptive rights with respect to
their respective Pro Rata Shares) of such Company Securities with respect to which the first mentioned Major Member shall not have exercised its preemptive rights by delivering to the Company a written notice
within 5
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Business Days of receiving such further offer which shall set forth the number (or amount) of Company Securities to be purchased by such other Major Member in such further offer. The Company shall continue to
offer additional pro rata portions to Major Members choosing to purchase their full pro rata portions of such Company Securities pursuant to this Article 11(c) until (i) all Company Securities proposed to be issued
by the Company and with respect to which Major Members were entitled to exercise their rights under this Article 11 have been purchased by Major Members or (ii) all Major Members have purchased the
maximum number of Company Securities indicated in their respective Exercise Notice and other notices delivered in response to further offers pursuant to this Article 11(c) whichever is earlier.

     (d) The Company shall have 90 days from the date of the Issuance Notice to consummate the proposed issuance of any or all of such Company Securities that the Major Members have not elected to purchase at
the price and upon terms that are not materially less favorable to the Company than those specified in the Issuance Notice. If the Company proposes to issue any such Company Securities after such 90-day period, it
shall again comply with the procedures set forth in this Article 11.

     (e) At the consummation of the issuance of such Company Securities, the Company shall issue certificates representing the Company Securities to be purchased by each Major Member exercising preemptive
rights pursuant to this Article 11 registered in the name of such Major Member, and a copy of the updated register of members of the Company reflecting the ownership of such Company Securities by such Major
Member, certified by a director of the Company as a true copy against payment by such Major Member of the purchase price for such Company Securities in accordance with the terms and conditions as specified in
the Issuance Notice.

     (f) Notwithstanding the foregoing, no Major Member shall be entitled to purchase Company Securities as contemplated by this Article 11 in connection with issuances of Company Securities (i) to employees of
the Company or any Subsidiary of the Company pursuant to employee benefit plans or arrangements approved by the Board pursuant to Article 87(m) (including upon the exercise of employee stock options granted
pursuant to any such plans or arrangements) or (ii) pursuant to the QPO.

     12. Right of First Refusal.

     (a) If, at any time prior to the QPO, any Other Member (the “ROFR Member”) receives from or otherwise negotiates with a Third Party an offer to purchase any or all of the Company Securities owned or
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held by such ROFR Member (a “ROFR Offer”) and such ROFR Member (a “ROFR Seller”) intends to pursue such Transfer of such Company Securities to such Third Party and such Transfer is permitted by
Article 10, such ROFR Seller shall give notice (a “ROFR Offer Notice”) to each other Member (a “ROFR Non-Selling Member”) that such ROFR Seller desires to accept the ROFR Offer and that sets forth the
number and kind of Company Securities (the “ROFR Offered Securities”), the price per share that such ROFR Seller proposes to be paid for such ROFR Offered Securities (the “ROFR Offer Price”) and all other
material terms and conditions of the ROFR Offer.

     (b) The giving of a ROFR Offer Notice to the ROFR Non-Selling Members shall constitute an offer by such ROFR Seller to Transfer the ROFR Offered Securities, in whole and not in part, to the ROFR Non-
Selling Members, at the ROFR Offer Price and on the other terms set forth in the ROFR Offer Notice. Such offer may be accepted at the ROFR Offer Price by each of the ROFR Non-Selling Members on a pro rata
basis based on the ROFR Offer Pro Rata Portion of such ROFR Non-Selling Member. Such offer shall be irrevocable for 30 Business Days after receipt of such ROFR Offer Notice by each ROFR Non-Selling
Member. Each ROFR Non-Selling Member shall have the right to accept such offer (as provided above) within such 30 Business-Day period. The offer may be accepted by giving an irrevocable notice of
acceptance to such ROFR Seller prior to the expiration of such 30 Business-Day period. “ROFR Offer Pro Rata Portion” means, with respect to each ROFR Non-Selling Member, the fraction that results from
dividing (i) such ROFR Non-Selling Member’s Aggregate Ownership of Ordinary Shares, by (ii) the Aggregate Ownership of Ordinary Shares by all ROFR Non-Selling Members.

     If any ROFR Non-Selling Member receiving the ROFR Offer Notice elects not to purchase ROFR Offered Securities, the ROFR Seller shall, within one Business Day after the expiration of the initial 30
Business-Day period, give notice to all ROFR Non-Selling Members that did accept the initial offer, informing them that they have the right to increase the number of ROFR Offered Securities that they accepted
pursuant to the initial offer. Each such ROFR Non-Selling Member shall then have five Business Days in which to accept such second offer, by giving notice of acceptance to the ROFR Seller prior to the expiration
of such five Business-Day period, as to all of such ROFR Non-Selling Member’s portion of the ROFR Offered Securities not accepted pursuant to the initial offer (on the basis of such ROFR Non-Selling Member’s
ROFR Offer Pro Rata Portion compared to the ROFR Offer Pro Rata Portions of all other ROFR Non-Selling Members receiving the second
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offer) plus any additional portion not accepted by any other ROFR Non-Selling Shareholder during such five Business-Day period.

     If any ROFR Non-Selling Member fails to notify the ROFR Seller prior to the expiration of the initial 30 Business-Day period or the second five Business-Day period, as applicable, referred to above, it shall be
deemed to have declined the initial offer or the second offer, as applicable.

     (c) If any ROFR Non-Selling Member has accepted the initial offer or the second offer, as the case may be, such ROFR Non-Selling Member shall purchase and pay, by bank or certified check (in immediately
available funds), for all ROFR Offered Securities that it has accepted to purchase, within 30 Business Days after the expiration of the initial 30 Business-Day period or the second five Business-Day period, as
applicable, provided that, if the Transfer of such ROFR Offered Securities is subject to any prior regulatory approval, the time period during which such Transfer may be consummated shall be extended until the
expiration of five Business Days after all such approvals shall have been received.

     (d) If the ROFR Non-Selling Members fail to exercise their rights of first refusal hereunder with respect to any ROFR Offered Securities, the ROFR Seller shall have a 120-day period following the expiration of
the initial 30 Business-Day period or the second five Business-Day period, as applicable, during which to effect a Transfer to the Third Party making the ROFR Offer of any or all of the ROFR Offered Securities on
the same or more favorable (as to the ROFR Seller) terms and conditions as were set forth in the ROFR Offer Notice at a price not less than the ROFR Offer Price, provided that (A) such Third Party shall have
agreed in writing to be bound by the terms of the Amended and Restated Shareholders’ Agreement and (B) the Transfer to such Third Party is not in violation of applicable securities laws. If the ROFR Seller does
not consummate the Transfer of the ROFR Offered Securities within such 120-day period, then the right of the ROFR Seller to Transfer such ROFR Offered Securities shall terminate and the ROFR Seller shall
again comply with the procedures set forth in this Article 12 with respect to any proposed Transfer of Company Securities to a Third Party.

     (e) A ROFR Seller may Transfer ROFR Offered Securities in accordance with Article 12(d) for consideration other than cash only if such ROFR Seller has first obtained and delivered to each ROFR Non-Selling
Member an opinion of a mutually agreed upon investment banking firm of international standing indicating that the fair market value of the non-cash consideration that such ROFR Seller proposes to accept as
consideration for such ROFR Offered Securities, together with any cash
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consideration, is at least equal to, on a per share basis, the ROFR Offer Price.

     (f) The provisions of this Article 12 shall not apply to any Transfer by any Controlling Member (i) pursuant to Article 4 of the Series A Subscription Agreement, (ii) pursuant to Article 3 of the Series B
Subscription Agreement, (iii) pursuant to Section 11.06 of the Convertible Loan Agreement, (iv) pursuant to Section 6.09 of the Amended and Restated Shareholders’ Agreement, (v) to Permitted Transferees of
such Controlling Member or (vi) to transferees pursuant to the Share Charge Agreements.

     13. Right of First Offer.

     (a) If, at any time prior to the QPO, any Investor (the “ROFO Seller”) desires to Transfer any Company Securities to any Third Party, such ROFO Seller shall give notice (a “ROFO Offer Notice”) to the other
Members (the “ROFO Non-Selling Members”) that such ROFO Seller desires to make such a Transfer and that sets forth the number and kind of Company Securities proposed to be Transferred by the ROFO
Seller (the “ROFO Offered Securities”), the cash price per share that such ROFO Seller proposes to be paid for such ROFO Offered Securities (the “ROFO Offer Price”) and any other material terms sought by
the ROFO Seller.

     (b) The giving of a ROFO Offer Notice to the ROFO Non-Selling Members shall constitute an offer by such ROFO Seller to Transfer the ROFO Offered Securities, in whole and not in part, (i) first, to the other
Investors and (ii) secondly, to the extent the other Investors have not purchased all ROFO Offered Securities pursuant to this Article within the first two Business Days of the ROFO Offer Period, to the other ROFO
Non-Selling Members, in each case at the ROFO Offer Price and on the other terms set forth in the ROFO Offer Notice. Such offer may be accepted at the ROFO Offer Price (i) first, by each other Investors on a
pro rata basis (calculated by dividing (x) such other Investor’s Aggregate Ownership of Ordinary Shares by (y) the Aggregate Ownership of Ordinary Shares by all Investors other than the ROFO Seller); and
(ii) secondly, to the extent the other Investors have not purchased all ROFO Offered Securities pursuant to this Article within the first two Business Days of the ROFO Offer Period, by each of the ROFO Non-
Selling Members who is not an Investor, on a pro rata basis (calculated by dividing (x) such ROFO Non-Selling Shareholder’s Aggregate Ownership of Ordinary Shares by (y) the Aggregate Ownership of Ordinary
Shares by all such ROFO Non-Selling Members). Such offer shall be irrevocable for five Business Days (the “ROFO Offer Period”) after receipt of such ROFO Offer Notice by each ROFO Non-Selling Member.
Each ROFO
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Non-Selling Member shall have the right to accept such offer (as provided above) by giving an irrevocable notice of acceptance to such ROFO Seller prior to the expiration of the ROFO Offer Period.

     (c) If the ROFO Non-Selling Members have elected to purchase all of the ROFO Offered Securities, the ROFO Non-Selling Members shall purchase and pay, by bank or certified check (in immediately available
funds), for all ROFO Offered Securities within five Business Days after the date on which all such ROFO Offered Securities have been accepted.

     (d) Upon the earlier to occur of (i) full rejection of the ROFO Offer by all recipients thereof and (ii) the expiration of the ROFO Offer Period without ROFO Non-Selling Members electing to purchase all of the
ROFO Offered Securities, the ROFO Seller shall have a 120-day period during which to effect a Transfer of any or all of the ROFO Offered Securities on terms that are not materially less favorable (as to the ROFO
Seller) as were set forth in the ROFO Offer Notice, provided that, if the Transfer is subject to regulatory approval, such 120-day period shall be extended until the expiration of five Business Days after all such
approvals shall have been received, but in no event shall such period be extended for more than an additional one hundred and fifty (150) days. If the ROFO Seller does not consummate the Transfer of the ROFO
Offered Securities in accordance with the foregoing time limitations, then the right of the ROFO Seller to effect the Transfer of such ROFO Offered Securities pursuant to this Article 13(d) shall terminate and the
ROFO Seller shall again comply with the procedures set forth in this Article 13 with respect to any proposed Transfer of Company Securities to a Third Party.

     (e) The provisions of this Article 13 shall not apply to any Transfer of Company Securities by any Investor (i) in the QPO or (ii) to any Permitted Transferee of such Investor.

     14. Tag-Along Rights.

     (a) If a Member other than any of the Investors (the “Tag-Along Seller”) proposes to Transfer to any Person other than its Permitted Transferees, in a transaction otherwise permitted by Article 10, any Company
Securities and the Investors have declined or failed to exercise their rights of first refusal with respect to such Company Securities pursuant to Article 12 (a “Tag-Along Sale”),

     (i) the Tag-Along Seller shall provide the Investors notice of the terms and conditions of such proposed Transfer
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     (“Tag-Along Notice”) and offer each Tagging Person the opportunity to participate in such Transfer in accordance with this Article 14, and

     (ii) each of the Investors who have declined or failed to exercise its rights of first refusal with respect to such Company Securities pursuant to Article 12, may elect, at its option, to participate in the proposed
Transfer in accordance with this Article 14 (each such electing Member, a “Tagging Person”).

     The Tag-Along Notice shall identify the number and class of Company Securities proposed to be sold by the Tag-Along Seller and all other Company Securities subject to the offer (“Tag-Along Offer”), the
consideration for which the Transfer is proposed to be made, and all other material terms and conditions of the Tag-Along Offer, including the form of the proposed agreement, if any, and a firm offer by the
proposed transferee to purchase Company Securities from the Tagging Persons in accordance with this Article 14.

     From the date of its receipt of the Tag-Along Notice, each Tagging Person shall have the right (a “Tag-Along Right”), exercisable by notice (“Tag-Along Response Notice”) given to the Tag-Along Seller within
15 Business Days after its receipt of the Tag-Along Notice (the “Tag-Along Notice Period”), to request that the Tag-Along Seller include in the proposed Transfer up to a number of Company Securities
representing such Tagging Person’s Tag-Along Portion, provided that each Tagging Person shall be entitled to include in the Tag-Along Sale no more than its Tag-Along Portion of Company Securities and the Tag-
Along Seller shall be entitled to include the number of Company Securities proposed to be Transferred by the Tag-Along Seller as set forth in the Tag-Along Notice (reduced, to the extent necessary, so that each
Tagging Person shall be able to include its Tag-Along Portion) and such additional Company Securities as permitted by Article 14(d). Each Tag-Along Response Notice shall include wire transfer or other
instructions for payment or delivery of the purchase price for the Company Securities to be sold in such Tag-Along Sale or, if such delivery is not permitted by applicable law, an unconditional agreement to deliver
such Company Securities pursuant to this Article 14(a) at the closing for such Tag-Along Sale against delivery to such Tagging Person of the consideration therefor. Each Tagging Person that exercises its Tag-Along
Rights hereunder shall deliver to the Tag-Along Seller, with its Tag-Along Response Notice, the certificates representing the Company Securities of such Tagging Person to be included in the Tag-Along Sale,
together with a limited power-of-attorney authorizing the Tag-Along Seller to Transfer such Company Securities on the terms set forth in the Tag-Along Notice. Delivery of the
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Tag-Along Response Notice with such certificates and limited power-of-attorney shall constitute an irrevocable acceptance of the Tag-Along Offer by such Tagging Persons, subject to the provisions of this
Article 14. “Tag-Along Portion” means, with respect to any Tagging Person in any Tag-Along Sale, that number (or amount) of Company Securities proposed to be Transferred in such Tag-Along Sale equal to
(x) the Aggregate Ownership of such class of Company Securities by such Tagging Person immediately prior to such Tag-Along Sale multiplied by (y) a fraction the numerator of which is the maximum number of
such class proposed to be Transferred by the Tag-Along Seller in such Tag-Along Sale and the denominator of which is the Aggregate Ownership of such class by the Investors and the Tag-Along Seller
immediately prior to such Tag-Along Sale.

     If, at the end of a 120-day period after such delivery of such Tag-Along Notice, the Tag-Along Seller has not completed the Transfer of all Company Securities proposed to be sold by the Tag-Along Seller and all
Tagging Persons on substantially the same terms and conditions set forth in the Tag-Along Notice, the Tag-Along Seller shall (i) return to each Tagging Person the limited power-of-attorney and all certificates
representing the Company Securities that such Tagging Person delivered for Transfer pursuant to this Article 14(a) and any other documents in the possession of the Tag-Along Seller executed by the Tagging
Persons in connection with the proposed Tag-Along Sale, and (ii) all the restrictions on Transfer contained in these Articles or otherwise applicable at such time with respect to such Company Securities shall
continue in effect.

     (b) Concurrently with the consummation of the Tag-Along Sale, the Tag-Along Seller shall (i) notify the Tagging Persons thereof, (ii) remit to the Tagging Persons the total consideration for the Company
Securities of the Tagging Persons Transferred pursuant thereto, with the cash portion of the purchase price paid by wire transfer of immediately available funds in accordance with the wire transfer instructions in the
applicable Tag-Along Response Notices and the non-cash portion of the purchase price delivered to the Tagging Persons in manners specified in the relevant Tag-Along Response Notices and (iii) promptly after the
consummation of such Tag-Along Sale, furnish such other evidence of the completion and the date of completion of such transfer and the terms thereof as may be reasonably requested by the Tagging Persons.

     (c) If at the termination of the Tag-Along Notice Period, any of the Investors shall not have elected to participate in the Tag-Along Sale, it shall be deemed to have waived its rights under Article 14(a) with
respect to the Transfer of its Company Securities pursuant to such Tag-Along Sale.
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     (d) If (i) any Investor declines to exercise its Tag-Along Rights or (ii) any Tagging Person elects to exercise its Tag-Along Rights with respect to less than such Tagging Person’s Tag-Along Portion, in each case
within the Tag-Along Notice Period, the Tag-Along Seller shall, on the Business Day immediately after the expiration of the Tag-Along Notice Period, notify each Tagging Person who has elected to exercise its
Tag-Along Rights with respect to its Tag-Along Portion and such Tagging Person shall have the right to include in the proposed Transfer an additional number of Company Securities representing its pro rata portion
(calculated by dividing (x) the Aggregate Ownership of such class of Company Securities by such Tagging Person by (y) the Aggregate Ownership of such class by all Tagging Persons who have elected to exercise
their respective Tag-Along Rights in full) of the Company Securities with respect to which Tag-Along Rights have not previously been exercised during the Tag-Along Notice Period or during this subsequent offer.

     (e) The Tag-Along Seller shall Transfer, on behalf of itself and each Tagging Person, the Company Securities subject to the Tag-Along Offer and elected to be Transferred on the terms and conditions set forth in
the Tag-Along Notice within 120 days of delivery of the Tag-Along Notice.

     (f) Upon the consummation of any Tag-Along Sale, all of the Members participating therein will receive the same form and amount of consideration per share, or, if any Members are given an option as to the
form and amount of consideration to be received, all Members participating therein will be given the same option.

     (g) No Tagging Person shall be obligated to pay any expenses incurred in connection with any Tag-Along Sale.

     (h) Each Tagging Person shall (i) not be required to provide any representations or indemnities in connection with any Tag-Along Sale other than representations and indemnities concerning such Tagging
Person’s title to the Company Securities to be Transferred by such Tagging Person in such Tag-Along Sale, free and clear of any encumbrances and authority, power and right to enter into and consummate the
Transfer without contravention of any law or material agreement and (ii) benefit from all of the same provisions of the definitive agreements as the Tag-Along Seller.

     (i) If a Controlling Member proposes to Transfer, in a transaction otherwise permitted by Article 10, a number of Company Securities in a single transaction or in a series of related transactions such
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that such Controlling Member’s Aggregate Ownership of Ordinary Shares immediately after the consummation of such Transfer is less than 50% of such Controlling Member’s Initial Ownership of Ordinary
Shares, each of the Investors shall have the right to participate in such Transfer to sell all Company Securities held by each respective Investor and all other provisions of this Article 14 shall apply to such Transfer
mutatis mutandis. Any Transfer of Company Securities by a Controlling Member that occurs within six months of any other Transfer of Company Securities by such Controlling Member shall be conclusively
deemed to be related to such previous transaction for the purposes of this Article 14(i).

     15. Drag-Along Rights.

     (a) If all of the Investors (the “Drag-Along Sellers”) propose to Transfer Company Securities to one or more Third Parties (the “Drag-Along Transferee”) (a “Drag-Along Sale”), the Drag-Along Sellers may at
their collective option require all other Members (the “Dragged Members”) (i) to Transfer the Drag-Along Portion of Company Securities (“Drag-Along Rights”) then held by every Dragged Member, and
(ii) subject to and at the closing of the Drag-Along Sale, to exercise such number of options for Ordinary Shares held by every Dragged Shareholder as is required in order that a sufficient number of Ordinary
Shares are available to Transfer the relevant Drag-Along Portion of Company Securities of each such Dragged Member, in each case for the same consideration per unit of the relevant class of Company Securities
and otherwise on the same terms and conditions as the Drag-Along Sellers, provided that any Dragged Member that holds options the exercise price per share of which is greater than the per share price at which the
Ordinary Shares are directly or indirectly on an as converted basis to be Transferred to the Drag-Along Transferee, if required by the Drag-Along Sellers to exercise such options, may, in lieu of such exercise,
submit to irrevocable cancellation thereof without any liability for payment of any exercise price with respect thereto, and, provided further that, with respect to any Transfer also governed by Article 13, the
Dragged Members having a right of first offer under Article 13 shall first have been afforded the opportunity to acquire any Company Securities to be Transferred in the Drag-Along Sale in accordance with the
provisions of Article 13. If the Drag-Along Sale is not consummated with respect to any Ordinary Shares acquired upon exercise of any options, or the Drag-Along Sale is not consummated, any options exercised
or cancelled in contemplation of such Drag-Along Sale shall be deemed not to have been exercised or canceled, as applicable. “Drag-Along Portion” means, with respect to any Dragged Member, (i) the Aggregate
Ownership of Ordinary Shares by such Dragged Member multiplied by (ii) a fraction the numerator of which is the aggregate number of Ordinary Shares proposed to be sold by the Drag-Along Sellers
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in the applicable Drag-Along Sale, calculated on a Fully-Diluted basis, and the denominator of which is the Aggregate Ownership of Ordinary Shares by the Drag-Along Sellers collectively.

     The Drag-Along Sellers shall provide notice of such Drag-Along Sale to the Dragged Members (a “Drag-Along Sale Notice”) not later than 15 Business Days prior to the proposed Drag-Along Sale. The Drag-
Along Sale Notice shall identify the transferee, the number of Company Securities subject to the Drag-Along Sale, the consideration for which a Transfer is proposed to be made (the “Drag-Along Sale Price”) and
all other material terms and conditions of the Drag-Along Sale. The number of Company Securities to be sold by each Dragged Member shall be the Drag-Along Portion that such Dragged Member owns. Each
Dragged Member shall be required to participate in the Drag-Along Sale on the terms and conditions set forth in the Drag-Along Sale Notice and to tender its Company Securities as set forth below. The price
payable in such Transfer shall be the Drag-Along Sale Price. Not later than 10 Business Days after the date of the Drag-Along Sale Notice (the “Drag-Along Sale Notice Period”), each of the Dragged Members
shall deliver to a representative of the Drag-Along Sellers designated in the Drag-Along Sale Notice the certificates representing the Company Securities of such Dragged Member required to be included in the
Drag-Along Sale and the relevant instruments of transfer, together with a limited power-of-attorney authorizing the Drag-Along Sellers or their representative to Transfer such Company Securities on the terms set
forth in the Drag-Along Notice and wire transfer or other instructions for payment or delivery of the consideration to be received in such Drag-Along Sale, or, if such delivery is not permitted by applicable law, an
unconditional agreement to deliver such Company Securities pursuant to this clause (a) at the closing for such Drag-Along Sale against delivery to such Dragged Member of the consideration therefor.

     (b) The Drag-Along Sellers shall have a period of 120 days from the date of delivery of the Drag-Along Sale Notice to consummate the Drag-Along Sale on the terms and conditions set forth in such Drag-Along
Sale Notice, provided that, if such Drag-Along Sale is subject to regulatory approval, such 120-day period shall be extended until the expiration of five Business Days after all such approvals have been received, but
in no event later than 270 days following the date of delivery of the Drag-Along Sale Notice. If the Drag-Along Sale shall not have been consummated during such period, the Drag-Along Sellers shall return to each
of the Dragged Members the limited power-of-attorney and all certificates representing Company Securities that such Dragged Member delivered for Transfer pursuant hereto and all related instruments of transfer,
together with any other documents in the possession of the Drag-
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Along Sellers executed by such Dragged Member in connection with such proposed Transfer, and all the restrictions on Transfer contained in these Articles or otherwise applicable at such time with respect to such
Company Securities owned by the Dragged Members shall again be in effect.

     (c) Concurrently with the consummation of the Transfer of Company Securities pursuant to this Article 15, the Drag-Along Sellers shall give notice thereof to the Dragged Members, shall remit to each of the
Dragged Members that have surrendered their certificates and other applicable instruments the total consideration (the cash portion of which is to be paid by wire transfer in accordance with such Dragged
Member’s wire transfer instructions) for the Company Securities Transferred pursuant hereto and shall furnish such other evidence of the completion and time of completion of such Transfer and the terms thereof as
may be reasonably requested by such Dragged Member.

     (d) Notwithstanding anything contained in this Article 15, there shall be no liability on the part of the Drag-Along Sellers to the Dragged Members (other than the obligation to return the limited power-of-
attorney and the certificates and other applicable instruments representing Company Securities received by the Drag-Along Sellers) or any other Person if the Transfer of Company Securities pursuant to this
Article 15 is not consummated for whatever reason, regardless of whether the Drag-Along Sellers have delivered a Drag-Along Sale Notice. Whether to effect a Transfer of Company Securities pursuant to this
Article 15 by the Drag-Along Sellers is in the sole and absolute discretion of the Drag-Along Sellers.

     (e) Upon the consummation of any Drag-Along Sale, all of the Members participating therein will receive the same form and amount of consideration per share, or, if any Members are given an option as to the
form and amount of consideration to be received, all Members participating therein will be given the same option.

     (f) No Dragged Member shall be obligated to pay any expenses incurred in connection with any Drag-Along Sale.

     (g) Each Dragged Member shall (i) not be required to provide any representations or indemnities in connection with any Drag-Along Sale other than representations and indemnities concerning such Dragged
Member’s title to the Company Securities to be Transferred by such Dragged Member in such Drag-Along Sale, free and clear of any encumbrances and authority, power and right to enter into and consummate the
Transfer without contravention of any law or material
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agreement and (ii) benefit from all of the same provisions of the definitive agreements as any Drag-Along Seller holding the same number and class of the Company Securities as such Dragged Member.

     (h) Notwithstanding anything to the contrary herein, the Drag-Along Rights contemplated by this Article 15 shall be exercisable only in the event that the QPO has not been consummated by the third anniversary
date of the date hereof.

     16. Put Rights.

     (a) The Company shall promptly deliver written notice to each holder of Preferred Shares upon the occurrence of any Put Trigger Event. At any time after the occurrence of any Put Trigger Event, upon the
request of any holder of Preferred Shares, each Other Member shall use its best efforts to assist and cooperate with such holder to sell the Company Securities then held by such holder to a Third Party.

     (b) Without limiting the provisions in Article 16(a), upon the occurrence of any Put Trigger Event, each holder of Preferred Shares (the “Putting Member”) shall have the right (the “Put Right”) to require the
Other Members or the Company (the “Purchaser”) to purchase all Company Securities held by such Putting Member (the “Put Interest”).

     (c) To exercise the Put Right, a Putting Member shall give notice (the “Put Notice”) to the Other Members and the Company no later than 30 Business Days prior to the proposed date of purchase. If any Putting
Member requires the Company to purchase the Put Interest of such Putting Member in the Put Notice, upon receipt of the Put Notice, the Company shall be obligated to purchase the Put Interest on the proposed
date of purchase in accordance with the provisions of this Article 16, unless such purchase by the Company will violate or contravene the Companies Law of the Cayman Islands. If any Putting Member requires the
Other Members to purchase the Put Interest of such Putting Member in the Put Notice, upon receipt of such Put Notice, the Other Members shall be obligated, jointly and severally, to purchase such Put Interest on
the proposed date of purchase in accordance with the provisions of this Article 16.

     (d) The purchase price payable per share of Company Securities by the Purchaser to any Putting Member (the “Put Price”) shall guarantee a Rate of Return of at least 12.5% for such Putting Member’s
investment in its Put Interest. The Rate of Return shall (i) be calculated for the period beginning on and including the respective dates on which such Put Interests were issued by the Company and ending on and
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including the closing date for the purchase of such Put Interest pursuant to this Article 16; (ii) include as cash outflows all amounts paid by such Putting Member or any other Person to the Company to acquire such
Put Interest (including Conversion Price, if applicable); (iii) include as cash inflows a deemed terminal cash inflow equal to the Put Price; and (iv) include as cash inflows any cash dividends or other cash
distributions actually received by such Putting Member from the Company.

     (e) No later than the proposed date of purchase, each Putting Member shall deliver to the Purchaser certificates representing all Company Securities comprising its Put Interest, together with all other documents
required to be executed in connection with such Transfer or, if such delivery is not permitted by applicable law, an unconditional agreement to deliver such Company Securities pursuant to this Article 16 at the
closing for such Transfer against delivery to such Putting Member of the consideration therefor. In no event shall any Putting Member be obligated to make any representations and warranties, or to provide any
indemnities, with respect to any matters other than the title to the Company Securities comprising the Put Interest held by such Putting Member and the authority to sell such Company Securities.

     (f) The closing for the purchase of any Put Interest pursuant to this Article 16 shall occur as promptly as practicable, but in no event later than 30 days after the date of the Put Notice in respect of such Put
Interest. At any such closing, the Purchaser shall deliver to the relevant Putting Member the purchase price for the Put Interest of such Putting Member by wire transfer of immediately available funds to such bank
account as such Putting Member shall have specified in writing no later than two Business Days prior to the closing of such purchase.

     (g) From the date of the Put Notice to the closing date of the purchase of any Put Interest, the Putting Members shall have the sole right to (i) determine the declaration or payment of any dividend or other
distribution upon any capital stock of the Company or any of its Subsidiaries, (ii) determine any spending by the Company or any of its Subsidiaries, (iii) sell any assets of the Company or any of its Subsidiaries,
(iv) approve any withdrawal from or otherwise manage any bank account of the Company or any of its Subsidiaries, and (v) otherwise manage the business of the Company and its Subsidiaries.

REDEEMABLE SHARES

     17. Subject to the provisions of the Statute and the Memorandum of Association and other provisions of these Articles, (a) shares may be issued on the terms that they are, or at the option of the Company or the
holder are, to be redeemed
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on such terms and in such manner as the Company, before the issue of the shares, may by Special Resolution determine; and (b) the Company may purchase its own shares (including fractions of a share), including any
redeemable shares, provided that the manner of purchase has first been authorized by the Company in general meeting if such purchase is not expressly provided for in the Memorandum of Association or these Articles,
and may make payment therefor in any manner authorized by the Statute, including out of capital.

VARIATION OF RIGHTS OF SHARES

     18. The rights attached to a class of Preferred Shares may be varied with the consent in writing of the holders of all of such class of Preferred Shares.

     19. The rights conferred upon the holders of the shares of any class issued with preferred or other rights shall not, unless otherwise expressly provided by the terms of issue of the shares of that class, be deemed to be
varied by the creation or issue of further shares ranking pari passu therewith.

NON-RECOGNITION OF TRUSTS

     20. Other than the Share Charge, no person shall be recognized by the Company as holding any share upon any trust and the Company shall not be bound by or be compelled in any way to recognize (even when
having notice thereof) any equitable, contingent, future, or partial interest in any share, or any interest in any fractional part of a share, or (except only as is otherwise provided by these Articles or the Statute) any other
rights in respect of any share except an absolute right to the entirety thereof in the registered holder.

LIEN ON SHARES

     21. The Company shall have a first and paramount lien and charge on all shares (whether fully paid-up or not) registered in the name of a Member (whether solely or jointly with others) for all debts, liabilities or
engagements to or with the Company (whether presently payable or not) by such Member or his estate, either alone or jointly with any other person, whether a Member or not, but the Directors may at any time declare
any share to be wholly or in part exempt from the provisions of this Article. The registration of a transfer of any such share shall operate as a waiver of the Company’s lien (if any) thereon. The Company’s lien (if any)
on a share shall extend to all dividends or other monies payable in respect thereof.

     22. The Company may sell, in such manner as the Directors think fit, any shares on which the Company has a lien, but no sale shall be made unless a sum in respect of which the lien exists is presently payable, nor
until the expiration of fourteen days after a notice in writing stating and demanding payment of such part of the amount in respect of which the lien exists as is presently payable, has been given to
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the registered holder or holders for the time being of the share, or the person, of which the Company has notice, entitled thereto by reason of his death or bankruptcy.

     23. To give effect to any such sale the Directors may authorize some person to transfer the shares sold to the purchaser thereof. The purchaser shall be registered as the holder of the shares comprised in any such
transfer, and he shall not be bound to see to the application of the purchase money, nor shall his title to the shares be affected by any irregularity or invalidity in the proceedings in reference to the sale.

     24. The proceeds of such sale shall be received by the Company and applied in payment of such part of the amount in respect of which the lien exists as is presently payable and the residue, if any, shall (subject to a
like lien for sums not presently payable as existed upon the shares before the sale) be paid to the person entitled to the shares at the date of the sale.

CALL ON SHARES

     25. The Directors may from time to time make calls upon the Members in respect of any monies unpaid on their shares (whether on account of the nominal value of the shares or by way of premium or otherwise) and
not by the conditions of allotment thereof made payable at fixed terms; provided that no call shall be payable at less than one month from the date fixed for the payment of the last preceding call, and each Member shall
(subject to receiving at least fourteen days notice specifying the time or times of payment) pay to the Company at the time or times so specified the amount called on the shares. A call may be revoked or postponed as
the Directors may determine. A call may be made payable by installments.

     (a) A call shall be deemed to have been made at the time when the resolution of the Directors authorizing such call was passed.

     (b) The joint holders of a share shall be jointly and severally liable to pay all calls in respect thereof.

     26. If a sum called in respect of a share is not paid before or on a day appointed for payment thereof, the persons from whom the sum is due shall pay interest on the sum from the day appointed for payment thereof
to the time of actual payment at such rate not exceeding ten per cent per annum as the Directors may determine, but the Directors shall be at liberty to waive payment of such interest either wholly or in part.

     27. Any sum which by the terms of issue of a share becomes payable on allotment or at any fixed date, whether on account of the nominal value of the share or by way of premium or otherwise, shall for the purposes
of these Articles be deemed to be a call duly made, notified and payable on the date on which by the terms of issue the same becomes payable, and in the case of non-payment all the relevant provisions
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of these Articles as to payment of interest forfeiture or otherwise shall apply as if such sum had become payable by virtue of a call duly made and notified.

     28. The Directors may, on the issue of shares, differentiate between the holders as to the amount of calls or interest to be paid and the times of payment.

     29. Subject to Article 87, the Directors may, if they think fit, receive from any Member willing to advance the same, all or any part of the monies uncalled and unpaid upon any shares held by him, and upon all or any
of the monies so advanced may (until the same would but for such advances, become payable) pay interest at such rate not exceeding (unless the Company in general meeting shall otherwise direct) seven per cent per
annum, as may be agreed upon between the Directors and the Member paying such sum in advance. No such sum paid in advance of calls shall entitle the Member paying such sum to any portion of a dividend declared
in respect of any period prior to the date upon which such sum would, but for such payment, become presently payable.

FORFEITURE OF SHARES

     30. If a Member fails to pay any call or installment of a call or to make any payment required by the terms of issue on the day appointed for payment thereof, the Directors may, at any time thereafter during such time
as any part of the call, installment or payment remains unpaid, give notice requiring payment of so much of the call, installment or payment as is unpaid, together with any interest which may have accrued and all
expenses that have been incurred by the Company by reason of such non-payment. Such notice shall name a day (not earlier than the expiration of fourteen days from the date of giving of the notice) on or before which
the payment required by the notice is to be made, and shall state that, in the event of non-payment at or before the time appointed the shares in respect of which such notice was given will be liable to be forfeited.

     (a) If the requirements of any such notice as aforesaid are not complied with, any share in respect of which the notice has been given may at any time thereafter, before the payment required by the notice has
been made, be forfeited by a resolution of the Directors to that effect. Such forfeiture shall include all dividends declared in respect of the forfeited share and not actually paid before the forfeiture.

     (b) A forfeited share may be sold or otherwise disposed of on such terms and in such manner as the Directors think fit and at any time before a sale or disposition the forfeiture may be cancelled on such
terms as the Directors think fit.

     31. A Person whose shares have been forfeited shall cease to be a Member in respect of the forfeited shares, but shall, notwithstanding, remain liable to pay to the
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Company all monies which, at the date of forfeiture were payable by him to the Company in respect of the shares together with interest thereon, but his liability shall cease if and when the Company shall have received
payment in full of all monies whenever payable in respect of the shares.

     32. A certificate in writing under the hand of one Director or the Secretary of the Company that a share in the Company has been duly forfeited on a date stated in the declaration shall be conclusive evidence of the
fact therein stated as against all persons claiming to be entitled to the share. The Company may receive the consideration given for the share on any sale or disposition thereof and may execute a transfer of the share in
favor of the person to whom the share is sold or disposed of and he shall thereupon be registered as the holder of the share and shall not be bound to see to the application of the purchase money, if any, nor shall his title
to the share be affected by any irregularity or invalidity in the proceedings in reference to the forfeiture, sale or disposal of the share.

     33. The provisions of this Article as to forfeiture shall apply in the case of non-payment of any sum which, by the terms of issue of a share, becomes payable at a fixed time, whether on account of the nominal value
of the share or by way of premium as if the same had been payable by virtue of a call duly made and notified.

REGISTRATION OF EMPOWERING INSTRUMENTS

     34. The Company shall be entitled to charge a fee not exceeding one US dollar (US$1.00) on the registration of every probate, letters of administration, certificate of death or marriage, power of attorney, notice in
lieu of distringas, or other instrument.

TRANSMISSION OF SHARES

     35. In case of the death of a Member, the survivor or survivors where the deceased was a joint holder, and the legal personal representatives of the deceased where he was a sole holder, shall be the only persons
recognized by the Company as having any title to his interest in the shares, but nothing herein contained shall release the estate of any such deceased holder from any liability in respect of any shares which had been
held by him solely or jointly with other persons.

     36. Any person becoming entitled to a share in consequence of the death or bankruptcy or liquidation or dissolution of a Member (or in any other way than by transfer) may, upon such evidence being produced as
may from time to time be required by the Directors and subject as hereinafter provided, elect either to be registered himself as holder of the share or to make such transfer of the share to such other person nominated by
him as the deceased or bankrupt person could have made and to have such person registered as the transferee thereof, but the Directors shall, in either case, have the same right to decline or suspend registration as they
would have
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had in the case of a transfer of the share by that Member before his death or bankruptcy as the case may be. If the person so becoming entitled shall elect to be registered himself as holder, he shall deliver or send to the
Company a notice in writing signed by him stating that he so elects.

     37. A person becoming entitled to a share by reason of the death or bankruptcy or liquidation or dissolution of the holder (or in any other case than by transfer) shall be entitled to the same dividends and other
advantages to which he would be entitled if he were the registered holder of the share, except that he shall not, before being registered as a Member in respect of the share, be entitled in respect of it to exercise any right
conferred by membership in relation to meetings of the Company; provided that the Directors may at any time give notice requiring any such person to elect either to be registered himself or to transfer the share and if
the notice is not complied with within ninety days, the Directors may thereafter withhold payment of all dividends, bonuses or other monies payable in respect of the share until the requirements of the notice have been
complied with.

AMENDMENT OF MEMORANDUM OF ASSOCIATION,
CHANGE OF LOCATION OF REGISTERED OFFICE

& ALTERATION OF CAPITAL

     38. (a) Subject to and in so far as permitted by the provisions of the Statute and other provisions of these Articles, the Company may from time to time by Special Resolution alter or amend its memorandum of
association, including, without restricting the generality of the foregoing, the following:

     (i) increase the share capital by such sum to be divided into shares of such amount or without nominal or par value as the resolution shall prescribe and with such rights, priorities and privileges annexed
thereto, as the Company by Special Resolution may determine.

     (ii) consolidate and divide all or any of its share capital into shares of larger amount than its existing shares;

     (iii) by subdivision of its existing shares or any of them divide the whole or any part of its share capital into shares of smaller amount than is fixed by its memorandum of association or into shares
without nominal or par value;

     (iv) cancel any shares which at the date of the passing of the resolution have not been taken or agreed to be taken by any person.
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     (b) All new shares created hereunder shall be subject to the same provisions with reference to the payment of calls, liens, transfer, transmission, forfeiture and otherwise as the shares of the same class in the
original share capital.

     (c) Without prejudice to Article 17 hereof and subject to the provisions of the Statute and other provisions of these Articles, the Company may by Special Resolution reduce its share capital and any capital
redemption reserve fund.

     (d) Subject to the provisions of the Statute, the Company may by resolution of the Directors change the location of its registered office.

CLOSING REGISTER OF MEMBERS
OR FIXING RECORD DATE

     39. For the purpose of determining Members entitled to notice of or to vote at any meeting of Members or any adjournment thereof, or Members entitled to receive payment of any dividend, or in order to make a
determination of Members for any other proper purpose, the Directors of the Company may provide that the Register of Members shall be closed for transfers for a stated period but not to exceed in any case 40 days. If
the Register of Members shall be so closed for the purpose of determining Members entitled to notice of or to vote at a meeting of Members, such Register of Members shall be so closed for at least ten days
immediately preceding such meeting and the record date for such determination shall be the date of the closure of the Register of Members.

     40. In lieu of or apart from closing the Register of Members, the Directors may fix in advance a date as the record date for any such determination of Members entitled to notice of or to vote at a meeting of the
Members and for the purpose of determining the Members entitled to receive payment of any dividend the Directors may, at or within 90 days prior to the date of declaration of such dividend fix a subsequent date as the
record date for such determination.

     41. If the Register of Members is not so closed and no record date is fixed for the determination of Members entitled to notice of or to vote at a meeting of Members or Members entitled to receive payment of a
dividend, the date on which notice of the meeting is mailed or the date on which the resolution of the Directors declaring such dividend is adopted, as the case may be, shall be the record date for such determination of
Members. When a determination of Members entitled to vote at any meeting of Members has been made as provided in this section, such determination shall apply to any adjournment thereof.
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GENERAL MEETING

     42. (a) Subject to paragraph (c) of this Article, the Company shall within one year of its incorporation and in each year of its existence thereafter hold a general meeting as its annual general meeting and shall specify
the meeting as such in the notices calling it. The annual general meeting shall be held at such time and place as the Directors shall appoint and if no other time and place is prescribed by them, it shall be held at the
registered office on the second Wednesday in December of each year at ten o’clock in the morning.

     (b) At these meetings the report of the Directors (if any) shall be presented.

     (c) If the Company is exempted as defined in the Statute, it may but shall not be obliged to hold an annual general meeting.

     43. The Directors may whenever they think fit, and they shall on the requisition of Members holding at the date of the deposit of the requisition not less than one-tenth of such of the paid-up capital of the Company
as at the date of the deposit that carries the right of voting at general meetings of the Company, proceed to convene a general meeting of the Company.

     (a) The requisition must state the objects of the meeting and must be signed by the requisitionists and deposited at the registered office of the Company and may consist of several documents in like form
each signed by one or more requisitionists.

     (b) If the Directors do not within 21 days from the date of the deposit of the requisition duly proceed to convene a general meeting, the requisitionists, or any of them representing more than one-half of the
total voting rights of all of them, may themselves convene a general meeting, but any meeting so convened shall not be held after the expiration of three months after the expiration of the said 21 days.

     (c) A general meeting convened as aforesaid by requisitionists shall be convened in the same manner as nearly as possible as that in which general meetings are to be convened by Directors.

NOTICE OF GENERAL MEETINGS

     44. At least five days notice shall be given of an annual general meeting or any other general meeting. Every notice shall be exclusive of the day on which it is given or deemed to be given and of the day for which it
is given and shall specify the place, the day and the hour of the meeting and the general nature of the business and shall be given in manner hereinafter mentioned or in such other manner if any as may
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be prescribed by the Company, provided that a general meeting of the Company shall, whether or not the notice specified in this regulation has been given and whether or not the provisions of Article 43 have been
complied with, be deemed to have been duly convened if it is so agreed:

     (a) in the case of a general meeting called as an annual general meeting, by all the Members entitled to attend and vote thereat or their proxies; and

     (b) in the case of any other general meeting, by a majority in number of the Members having a right to attend and vote at the meeting, being a majority together holding not less than 90 per cent in nominal
value or in the case of shares without nominal or par value 90 per cent of the shares in issue, or their proxies.

     45. The accidental omission to give notice of a general meeting to, or the non-receipt of notice of a meeting by any person entitled to receive notice shall not invalidate the proceedings of that meeting.

PROCEEDINGS AT GENERAL MEETINGS

     46. No business shall be transacted at any general meeting unless a quorum of Members is present at the time when the meeting proceeds to business; two or more Members holding at least 50 per cent in nominal
value or in the case of shares without nominal or par value 50 per cent of the shares in issue present in person or by proxy shall be a quorum; provided that if the Company has one Member of record the quorum shall be
that one Member present in person or by proxy.

     47. A resolution (including a Special Resolution) in writing (in one or more counterparts) signed by all Members for the time being entitled to receive notice of and to attend and vote at general meetings (or being
corporations by their duly authorized representatives) shall be as valid and effective as if the same had been passed at a general meeting of the Company duly convened and held.

     48. If within half an hour from the time appointed for the meeting a quorum is not present, the meeting, if convened upon the requisition of Members, shall be dissolved and in any other case it shall stand adjourned
to the same day in the next week at the same time and place or to such other time or such other place as the Directors may determine and if at the adjourned meeting a quorum is not present within half an hour from the
time appointed for the meeting, the Members present shall be a quorum.

     49. The Chairman, if any, of the Board of Directors shall preside as Chairman at every general meeting of the Company, or if there is no such Chairman, or if he shall not be present within fifteen minutes after the
time appointed for the
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holding of the meeting, or is unwilling to act, the Directors present shall elect one of their number to be Chairman of the meeting.

     50. If at any general meeting no Director is willing to act as Chairman or if no Director is present within fifteen minutes after the time appointed for holding the meeting, the Members present shall choose one of their
number to be Chairman of the meeting.

     51. The Chairman may, with the consent of any general meeting duly constituted hereunder, and shall if so directed by the meeting, adjourn the meeting from time to time and from place to place, but no business
shall be transacted at any adjourned meeting other than the business left unfinished at the meeting from which the adjournment took place. When a general meeting is adjourned for 30 days or more, notice of the
adjourned meeting shall be given as in the case of an original meeting; save as aforesaid it shall not be necessary to give any notice of an adjournment or of the business to be transacted at an adjourned general meeting.

     52. At any general meeting a resolution put to the vote of the meeting shall be decided on a show of hands unless a poll is, before or on the declaration of the result of the show of hands, demanded by the Chairman
or any other Member present in person or by proxy.

     53. Unless a poll be so demanded a declaration by the Chairman that a resolution has on a show of hands been carried, or carried unanimously, or by a particular majority, or lost, and an entry to that effect in the
Company’s minute book containing the minutes of the proceedings of the meeting shall be conclusive evidence of that fact without proof of the number or proportion of the votes recorded in favor of or against such
resolution.

     54. The demand for a poll may be withdrawn.

     55. Except as provided in Article 56, if a poll is duly demanded it shall be taken in such manner as the Chairman directs and the result of the poll shall be deemed to be the resolution of the general meeting at which
the poll was demanded.

     56. A poll demanded on the election of a Chairman or on a question of adjournment shall be taken forthwith. A poll demanded on any other question shall be taken at such time as the Chairman of the general meeting
directs and any business other than that upon which a poll has been demanded or is contingent thereon may be proceeded with pending the taking of the poll.

     57. Notwithstanding any other provision herein to the contrary, the Company shall take no action (including any action by the Board of Directors or any committee thereof) after the Closing Date with respect to any
of the following matters without the consent of the holders of the then outstanding Series A Shares and the holders of not
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less than 75% of the then outstanding Series B Shares, provided where such matter is by applicable laws required to be determined by the members of the Company, the consent of all holders of the Series A Shares then
outstanding and the holders of not less than 75% of the then outstanding Series B Shares shall be deemed obtained if the matter is approved at a general meeting of the Company with the affirmative vote(s) of all
holders of the Series A Shares then outstanding and the holders of not less than 75% of the then outstanding Series B Shares or by way of a written resolution signed by all the holders of the Series A Shares then
outstanding and all the holders of the then outstanding Series B Shares:

     (a) any event or action that may lead to any change in the capital structure of the Company or any of its Subsidiaries, including (i) direct or indirect purchase, redemption, retirement or other acquisition of
any capital stock or registered capital, as applicable, of the Company or any of its Subsidiaries or any obligation or security convertible or exchangeable into any such capital stock, (ii) any creation,
authorization, increase in the authorized amount or issuance of shares of any class or series of capital stock or the registered capital, as applicable, of the Company or any of its Subsidiaries, any obligation or
security convertible into or exchangeable for shares of any class or series of capital stock of the Company or any of its Subsidiaries, or any options, warrants or other rights to acquire any class or series of
capital stock of the Company or any of its Subsidiaries (except for the issuance of Ordinary Shares upon the Conversion of any Preferred Shares pursuant to these Articles) and (iii) any issuance of debt
securities of the Company or any of its Subsidiaries,

     (b) any amendment, alteration or repeal of any provision of the memorandum and articles of association of the Company or similar constituent documents (including joint venture contracts and related
memorandum of understanding) of any of its Subsidiaries (in each case including in connection with any merger, consolidation, business combination, reorganization (including conversion) or other
extraordinary corporate transaction) to the extent such amendment, alteration or repeal changes in any material respects the rights, preferences or privileges of CICC, Carlyle or Starr,

     (c) any reorganization, recapitalization, reclassification, spin-off or combination of any securities of the Company or any of its Subsidiaries (including any change to the registered capital of any of its
Subsidiaries formed under the laws of the PRC),

     (d) any liquidation, dissolution, winding up, commencement of bankruptcy, insolvency, liquidation or similar proceedings with respect to the Company or any of its Subsidiaries,
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     (e) any change to the Company’s name.

VOTES OF MEMBERS

     58. Subject to any rights or restrictions for the time being attached to any class or classes of shares, on a show of hands every Member of record present in person or by proxy at a general meeting shall have one vote
and on a poll every Member of record present in person or by proxy shall have one vote for each share registered in his name in the Register of Members.

     59. Without prejudice to Article 58, each holder of Preferred Shares shall, for each Preferred Share registered in its name in the Register of Members, have a number of votes equal to that number of Ordinary Shares
into which such Preferred Share could then be converted, and shall be entitled to vote, together with holders of Ordinary Shares and not as a separate class (except as specifically provided herein or as otherwise required
by law), with respect to any question upon which holders of Ordinary Shares have the right to vote. Fractional votes shall not, however, be permitted and any fractional voting rights available on an as converted basis
(after aggregating all shares into which the Preferred Shares held by each holder could be converted) shall be rounded down to the nearest whole number.

     60. In the case of joint holders of record the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to the exclusion of the votes of the other joint holders, and for this purpose seniority
shall be determined by the order in which the names stand in the Register of Members.

     61. A Member of unsound mind, or in respect of whom an order has been made by any court, having jurisdiction in lunacy, may vote, whether on a show of hands or on a poll, by his committee, receiver, curator
bonis, or other person in the nature of a committee, receiver or curator bonis appointed by that court, and any such committee, receiver, curator bonis or other persons may vote by proxy.

     62. No Member shall be entitled to vote at any general meeting unless he is registered as a member of the Company on the record date for such meeting nor unless all calls or other sums presently payable by him in
respect of shares in the Company have been paid.

     63. No objection shall be raised to the qualification of any voter except at the general meeting or adjourned general meeting at which the vote objected to is given or tendered and every vote not disallowed at such
general meeting shall be valid for all purposes. Any such objection made in due time shall be referred to the Chairman of the general meeting whose decision shall be final and conclusive.

     64. On a poll or on a show of hands votes may be given either personally or by proxy.
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PROXIES

     65. The instrument appointing a proxy shall be in writing and shall be executed under the hand of the appointor or of his attorney duly authorized in writing, or, if the appointor is a corporation under the hand of an
officer or attorney duly authorized in that behalf. A proxy need not be a Member of the Company.

     66. The instrument appointing a proxy shall be deposited at the registered office of the Company or at such other place as is specified for that purpose in the notice convening the meeting no later than the time for
holding the meeting, or adjourned meeting; provided that the Chairman of the meeting may at his discretion direct that an instrument of proxy shall be deemed to have been duly deposited upon receipt of telex, cable or
telecopy confirmation from the appointor that the instrument of proxy duly signed is in the course of transmission to the Company.

     67. The instrument appointing a proxy may be in any usual or common form and may be expressed to be for a particular meeting or any adjournment thereof or generally until revoked. An instrument appointing a
proxy shall be deemed to include the power to demand or join or concur in demanding a poll.

     68. A vote given in accordance with the terms of an instrument of proxy shall be valid notwithstanding the previous death or insanity of the principal or revocation of the proxy or of the authority under which the
proxy was executed, or the transfer of the share in respect of which the proxy is given, provided that no intimation in writing of such death, insanity, revocation or transfer as aforesaid shall have been received by the
Company at the registered office before the commencement of the general meeting, or adjourned meeting at which it is sought to use the proxy.

     69. Any corporation which is a Member of record of the Company may in accordance with its articles or in the absence of such provision by resolution of its directors or other governing body authorize such person
as it thinks fit to act as its representative at any meeting of the Company or of any class of Members of the Company, and the person so authorized shall be entitled to exercise the same powers on behalf of the
corporation which he represents as the corporation could exercise if it were an individual Member of record of the Company.

     70. Shares of its own capital belonging to the Company or held by it in a fiduciary capacity shall not be voted, directly or indirectly, at any meeting and shall not be counted in determining the total number of
outstanding shares at any given time.

DIRECTORS

     71. There shall be a Board of Directors consisting of up to eleven directors, of whom one shall be designated by Carlyle (the “Carlyle Director”), one shall be designated by CICC (the “CICC Director”) and one
shall be designated by Starr (the
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“Starr Director” and, together with the Carlyle Director and the CICC Director, the “Investor Directors”); provided that, subject to Article 87(c), the Company may from time to time by Ordinary Resolution increase
or reduce the limits in the number of Directors.

     72. The remuneration to be paid to the Directors shall be such remuneration as the Directors shall determine. Such remuneration shall be deemed to accrue from day to day. The Directors shall also be entitled to be
paid their traveling, hotel and other expenses properly incurred by them in going to, attending and returning from meetings of the Directors, or any committee of the Directors, or general meetings of the Company, or
otherwise in connection with the business of the Company, or to receive a fixed allowance in respect thereof as may be determined by the Directors from time to time, or a combination partly of one such method and
partly the other.

     73. The Directors may by resolution award special remuneration to any Director undertaking any special work or services for, or undertaking any special mission on behalf of, the Company other than his ordinary
routine work as a Director. Any fees paid to a Director who is also counsel or solicitor to the Company, or otherwise serves it in a professional capacity shall be in addition to his remuneration as a Director.

     74. A Director or alternate Director may hold any other office or place of profit under the Company (other than the office of Auditor) in conjunction with his office of Director for such period and on such terms as to
remuneration and otherwise as the Directors may determine.

     75. A Director or alternate Director may act by himself or his firm in a professional capacity for the Company and he or his firm shall be entitled to remuneration for professional services as if he were not a Director
or alternate Director.

     76. A shareholding qualification for Directors may be fixed by the Company in general meeting, but unless and until so fixed no qualification shall be required.

     77. A Director or alternate Director may be or become a director or officer of or otherwise interested in any company promoted by the Company or in which the Company may be interested as shareholder or
otherwise and no such Director or alternate Director shall be accountable to the Company for any remuneration or other benefits received by him as a director or officer of, or from his interest in, such other company.

     78. No person shall be disqualified from the office of Director or alternate Director or prevented by such office from contracting with the Company, either as vendor, purchaser or otherwise, nor shall any such
contract, or any contract or transaction entered into by or on behalf of the Company in which any Director or alternate Director shall be in any way interested be or be liable to, be avoided, nor
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shall any Director or alternate Director so contracting or being so interested be liable to account to the Company for any profit realized by any such contract or transaction by reason of such Director holding the office of
Director or of the fiduciary relation thereby established. A Director (or his alternate Director in his absence) shall be at liberty to vote in respect of any contract or transaction in which he is so interested as aforesaid;
provided that the nature of the interest of any Director or alternate Director in any such contract or transaction shall be disclosed by him or the alternate Director appointed by him at or prior to its consideration and any
vote thereon.

     79. A general notice that a Director or alternate Director is a shareholder of any specified firm or company and is to be regarded as interested in any transaction with such firm or company shall be sufficient
disclosure under Article 78 and after such general notice it shall not be necessary to give special notice relating to any particular transaction.

ALTERNATE DIRECTORS

     80. A Director who expects to be unable to attend Directors’ meetings because of absence, illness or otherwise may appoint any person to be an alternate Director to act in his stead and such appointee whilst he holds
office as an alternate Director shall, in the event of absence therefrom of his appointor, be entitled to attend meetings of the Directors and to vote thereat and to do, in the place and stead of his appointor, any other act or
thing which his appointor is permitted or required to do by virtue of his being a Director as if the alternate Director were the appointor, other than appointment of an alternate to himself, and he shall ipso facto vacate
office if and when his appointor ceases to be a Director or removes the appointee from office. An appointment and a termination of appointment of the alternate Director shall be by notice in writing signed by such
Director and either (a) sent to the Company or (b) accepted by the Board of Directors by resolution thereof at the relevant meeting. Any person appointed as alternate Director shall vacate his office as such alternate
Director if and when the Director by whom he has been appointed removes him or vacates office as Director.

POWERS AND DUTIES OF DIRECTORS

     81. The business of the Company shall be managed by the Directors (or a sole Director if only one is appointed) who may pay all expenses incurred in promoting, registering and setting up the Company, and may
exercise all such powers of the Company as are not, from time to time by the Statute, or by these Articles, or such regulations, being not inconsistent with the aforesaid, as may be prescribed by the Company in general
meeting, required to be exercised by the Company in general meeting; provided that no regulations made by the Company in general meeting shall invalidate any prior act of the Directors which would have been valid if
that regulation had not been made.
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     82. The Directors may from time to time and at any time by powers of attorney appoint any company, firm, person or body of persons, whether nominated directly or indirectly by the Directors, to be the attorney or
attorneys of the Company for such purpose and with such powers, authorities and discretions (not exceeding those vested in or exercisable by the Directors under these Articles) and for such period and subject to such
conditions as they may think fit, and any such powers of attorney may contain such provisions for the protection and convenience of persons dealing with any such attorneys as the Directors may think fit and may also
authorize any such attorney to delegate all or any of the powers, authorities and discretions vested in him.

     83. All cheques, promissory notes, drafts, bills of exchange and other negotiable instruments and all receipts for monies paid to the Company shall be signed, drawn, accepted, endorsed or otherwise executed as the
case may be in such manner as the Directors shall from time to time by resolution determine.

     84. The Directors shall cause minutes to be made in books provided for the purpose:

     (a) of all appointments of officers made by the Directors;

     (b) of the names of the Directors (including those represented thereat by an alternate or by proxy) present at each meeting of the Directors and of any committee of the Directors;

     (c) of all resolutions and proceedings at all meetings of the Company and of the Directors and of committees of Directors.

     85. The Directors on behalf of the Company may pay a gratuity or pension or allowance on retirement to any Director who has held any other salaried office or place of profit with the Company or to his widow or
dependants and may make contributions to any fund and pay premiums for the purchase or provision of any such gratuity, pension or allowance.

     86. The Directors may exercise all the powers of the Company to borrow money and to mortgage or charge its undertaking, property and uncalled capital or any part thereof and to issue debentures, debenture stock
and other securities whether outright or as security for any debt, liability or obligation of the Company or of any third party.

     87. Notwithstanding any other provision herein to the contrary, the Company shall take no action (including any action by the Board of Directors or any committee thereof) after the Closing Date with respect to any
of the following matters without the affirmative approval of a majority of the Board of Directors (which majority shall
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include all Investor Directors, other than the matters set forth under clause 87(bb) with respect to which such majority shall include a majority of the Investor Directors):

     (a) any merger, consolidation, reorganization (including conversion) or other business combination involving the Company or any of its Subsidiaries (other than of a wholly owned Subsidiary of the
Company with or into another wholly owned Subsidiary of the Company) or any acquisition of the Company or any of its Subsidiaries by another entity by means of any transaction or series of related
transactions,

     (b) any material change in the business of the Company or any of its Subsidiaries,

     (c) any material change to the Board of Directors or the board of directors of any Subsidiary of the Company, including any increase or decrease of the size of the Board of Directors or such board,

     (d) the termination of employment of, or the entering into of any employment agreement or arrangement (or amendment or other modification thereto) with, the chairman of the Board of Directors, the
president, the chief executive officer, the chief financial officer, the chief operating officer or individuals holding similar positions of the Company or any of its Subsidiaries (the “Top Management”),

     (e) entry into any material plan for the future expansion of the Company or any of its Subsidiaries,

     (f) any plan on the IPO or any material change thereto or the consummation of the IPO,

     (g) any approval or modification of the annual budget of the Company or any of its Subsidiaries (including (i) detailed budget for the line items in the balance sheet, income statement and statement cash
flow of the Company or any of its Subsidiaries, (ii) budget for the annual total salary of the employees of the Company or any of its Subsidiaries, the employee benefits plans and the compensation, benefits and
incentive plans for the Top Management of the Company or any of its Subsidiaries and (iii) separate budget for certain lines items in the income statement of the Company or any of its Subsidiaries, including
R&D and advertisement), and authorization of any expenditure by the Company or any of its Subsidiaries if as a result thereof the aggregate amount of expenditures in any category would exceed 10% of the
amount budgeted therefor in the approved operating budget,

49



 

     (h) any acquisition, sale, lease or other material decisions regarding trademarks or other intellectual property rights by the Company or any of its Subsidiaries,

     (i) the creation, incurrence, or assumption of any indebtedness of the Company or any of its Subsidiaries after the Closing Date (i) causing the total liabilities to total assets ratio of the Company and its
Subsidiaries, taken as a whole, to exceed 65% or (ii) after such total liabilities to total assets ratio has exceeded 65%,

     (j) any change to the ownership of the Company Securities other than any Transfer of Ordinary Shares by any Controlling Member or its Permitted Transferees to the Investors pursuant to Article 4 of the
Series A Subscription Agreement, Article 3 of the Series B Subscription Agreement, Section 11.06 of the Convertible Loan Agreement, Section 6.09 of the Amended and Restated Shareholders’ Agreement, the
Share Charge Agreements or any Transfer expressly permitted or required pursuant to these Articles,

     (k) any loans or advances to, or guarantees for the benefit of, any shareholder, director, member of the Top Management or their respective Affiliates by the Company or any of its Subsidiaries, other than
advances (i) to any such Person up to an aggregate outstanding amount of RMB100,000 for each such Person at anytime and (ii) in an aggregate amount for all such Persons not exceeding the amount expressly
specified in the budget approved by the Board of Directors pursuant to clause (g),

     (l) any increase in the salary of any of the five most highly compensated employees of the Company or any of its Subsidiaries by more than 15% in any 12-month period,

     (m) (i) the adoption of, or any amendment or other modification to, any share option plan, employee share ownership plan or share purchase or restricted share or share appreciation rights plan, or (ii) any
issuance of Ordinary Shares to any employees of the Company or any of its Subsidiaries, other than pursuant to any such plan approved by the Board of Directors pursuant to clause (g),

     (n) (i) any direct or indirect purchase or other acquisition by the Company or any of its Subsidiaries of any notes, obligations, instruments, stock securities or ownership interest (including any partnership,
limited liability and joint venture interest) of any Person (including the Company or any of its Subsidiaries) and (ii) any capital contribution by the Company or any of its Subsidiaries to any Person (including
the Company or any of its Subsidiaries),
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     (o) any formation, acquisition or sale of any Subsidiaries by the Company or any of its Subsidiaries,

     (p) any acquisition, sale, transfer, lease, pledge or other disposition by the Company or any of its Subsidiaries (in a single transaction or a series of related transactions) of any assets, business or operations in
the aggregate with a value of more than RMB15,000,000 (other than as expressly specified in the annual budget approved by the Board of Directors pursuant to clause (g)),

     (q) the creation of any lien on the assets or properties of the Company or any of its Subsidiaries with an aggregate value exceeding RMB20,000,000 in connection with any bank loans,

     (r) the declaration or payment of any dividend or other distribution upon any capital stock of the Company or any of its Subsidiaries (other than (i) dividends and distributions to the Company or a wholly
owned Subsidiary of the Company by a wholly owned Subsidiary of the Company and (ii) dividends on the Preferred Shares paid pursuant to these Articles),

     (s) the adoption, announcement or amendment of the loss recovery plan or any plan in connection with the reserve fund, enterprise expansion fund and bonus and welfare fund for employees,

     (t) any adjustment to the operating budget of the Company or any of its Subsidiaries upon the official written request of the Company; provided that any such consent granted by the Board pursuant to this
clause (v) shall be considered also a consent by the Board of Directors to the corresponding adjustment to the annual budget pursuant to clause (g),

     (u) any prepayment of purchase price in connection with purchase of goods and services by the Company or any of its Subsidiaries to any single supplier, individually or together with any other prepayment
to such supplier, in an amount exceeding RMB9,000,000 (excluding any payment after the receipt and acceptance of purchased goods and services but prior to the receipt of the related invoices or receipts),

     (v) any loans or advances to, or guarantees for the benefit of, any entity which is an Affiliate of the Company (other than the wholly-owned Subsidiaries of the Company) by the Company or any of its
Subsidiaries in an amount exceeding RMB1,000,000 to any single entity or in an aggregate amount to all such entities exceeding RMB2,000,000 in any fiscal year,
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     (w) any loans or advances to any entity that is not an Affiliate of the Company by the Company or any of its Subsidiaries in an amount exceeding RMB500,000 to any single entity or in an aggregate amount
to all such entities exceeding RMB1,000,000 in any fiscal year (other than advance trade payments in the ordinary course of business),

     (x) any use or lease by any Person other than the Company or its Subsidiaries free of charge or at a price lower than the market price of the assets and properties of the Company or any of its Subsidiaries
with an aggregate fair market value exceeding RMB5,000,000,

     (y) any indemnity to third party(ies) (i) causing the cumulative amount of indemnity to all third parties to exceed RMB100,000 or (ii) after the cumulative amount of indemnity to all third parties has
exceeded RMB100,000,

     (z) any guarantees for the benefit of any entity that is not an Affiliate of the Company,

     (aa) any donation or sponsorship in an amount exceeding RMB1,000,000 or in an aggregate amount of RMB3,000,000 in any fiscal year by the Company and its Subsidiaries (other than donation or
sponsorship set forth in the annual budget approved by the Board of Directors pursuant to Article 87(g)),

     (bb) the appointment and removal of the Auditors,

     (cc) any decisions on any matters relating to any material litigation,

     (dd) any payment by the Company or any of its Subsidiaries to, or any sale, lease, transfer or other disposition of any properties or assets of the Company or any of its Subsidiaries to, or any purchase, lease
or other acquisition by the Company or any of its Subsidiaries of any properties or assets from, or any other transaction, contract, agreement, loan, advance or guarantee with or for the benefit of, any
shareholder, director, officer, employee or any Affiliate of the foregoing, any Affiliate of the Company or any of its Subsidiaries or the shareholder, director, officer or employee of such Affiliate (other than
transactions between the Company and any of its wholly owned Subsidiaries or between any wholly owned Subsidiary of the Company and any other wholly owned Subsidiary of the Company), and

     (ee) any agreement, indenture or other instrument that contains any provision that would restrict either (i) the payment of dividends on, or
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the redemption of, the Series A Shares and Series B Shares when due to the full extent required by the terms thereof or (ii) the right of Carlyle, CICC and Starr under Article 16(g).

MANAGEMENT

     88. The Directors may from time to time provide for the management of the affairs of the Company in such manner as they shall think fit and the provisions contained in the three next following paragraphs shall be
without prejudice to the general powers conferred by this paragraph.

     (a) The Directors from time to time and at any time may establish any committees, local boards or agencies for managing any of the affairs of the Company and may appoint any persons to be members of
such committees or local boards or any managers or agents and may fix their remuneration.

     (b) The Directors from time to time and at any time may delegate to any such committee, local board, manager or agent any of the powers, authorities and discretions for the time being vested in the
Directors and may authorize the members for the time being of any such local board, or any of them to fill up any vacancies therein and to act notwithstanding vacancies and any such appointment or delegation
may be made on such terms and subject to such conditions as the Directors may think fit and the Directors may at any time remove any person so appointed and may annul or vary any such delegation, but no
person dealing in good faith and without notice of any such annulment or variation shall be affected thereby.

     (c) Any such delegates as aforesaid may be authorized by the Directors to subdelegate all or any of the powers, authorities, and discretions for the time being vested in them.

PROCEEDINGS OF DIRECTORS

     89. Except as otherwise provided by these Articles, the Directors shall meet together for the despatch of business, convening, adjourning and otherwise regulating their meetings at least once every calendar quarter.
Subject to Articles 87 and 16(g), questions arising at any meeting shall be decided by a majority of votes of the Directors and alternate Directors present at a meeting at which there is a quorum, the vote of an alternate
Director not being counted if his appointor be present at such meeting; provided that a resolution of the Directors in writing signed by a majority of all Directors (which majority shall include the same number of
Investor Directors as the number of Investor Directors required pursuant to these Articles and the Amended and Restated Shareholders’ Agreement for a resolution adopted by the Board of
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Directors in a meeting of the Board of Directors) shall be as valid and effectual as if such resolution had been passed at a meeting of the Directors duly convened and held so long as (x) a copy of such resolution has
been given or the contents thereof communicated to all the directors for the time being entitled to receive notices of meetings of the Directors in the same manner as notices of meetings are required to be given hereby
and (y) no director has objected to such resolution. Such written resolution may be contained in one document or in several documents in like form each signed by one or more of the Directors or alternate Directors and
for this purpose a facsimile signature of a Director or an alternate Director shall be treated as valid. Each Director shall have one vote and each alternate Director or proxy shall have one vote for every Director whom he
represents; provided that if such alternate Director is himself a Director then he shall have one vote for every Director whom he represents in addition to any vote of his own. In case of an equality of votes, the Chairman
shall have a second or casting vote.

     90. A Director or alternate Director may, and the Secretary on the requisition of a Director or alternate Director shall, at any time summon a meeting of the Directors. The Company shall give at least ten Business
Days written notice in writing to every Director and alternate Director which notice shall set forth the general nature of the business to be considered unless notice is waived by all the Directors (or their alternates) either
at, before or after the meeting is held and, provided that if notice is given in person, by cable, telex or telecopy the same shall be deemed to have been given on the day it is delivered to the Directors or transmitting
organization as the case may be. The schedule of the meeting and all information related to the matters to be discussed at the meeting shall be delivered along with the written notice.

     91. The quorum necessary for the transaction of the business of the Directors shall be a majority of the Directors, with such majority including all Investor Directors. In the event that a quorum is not established due
to the absence of any Investor Director, a meeting may be reconvened on the third Business Day after the date of the originally scheduled meeting and attendance by such absent Investor Director shall not be required
for the purposes of establishing quorum at the reconvened meeting. A Director and his appointed alternate Director shall be considered only one person for this purpose; provided that if there shall at any time be only a
sole Director the quorum shall be one. For the purposes of this Article an alternate Director or proxy appointed by a Director shall be counted in a quorum at a meeting at which the Director appointing him is not
present.

     92. The continuing Directors may act notwithstanding any vacancy in their body, but if and so long as their number is reduced below the number fixed by or pursuant to these Articles as the necessary quorum of
Directors, the continuing Directors or Director may act for the purpose of increasing the number of Directors to that number, or of summoning a general meeting of the Company, but for no other purpose.
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     93. The Directors may elect a Chairman of their Board and determine the period for which he is to hold office; but if no such Chairman is elected, or if at any meeting the Chairman is not present within five minutes
after the time appointed for holding the same, the Directors present may choose one of their number to be Chairman of the meeting.

     94. The Directors may delegate any of their powers to executive, compensation, audit and such other committees consisting of such member or members of the Board of Directors (including alternate Directors in the
absence of their appointors) as they think fit; any committee so formed shall in the exercise of the powers so delegated conform to any regulations that may be imposed on it by the Directors. Each Investor Director shall
be entitled to sit on any committee created by the Board of Directors.

     95. A committee may meet and adjourn as it thinks proper. Questions arising at any meeting shall be determined by a majority of votes of the members present, and in the case of an equality of votes the Chairman
shall have a second or casting vote.

     96. Members of the Board of Directors or of any committee thereof may participate in a meeting of the Board or of such committee in person or by means of proxy, conference telephone or similar communications
equipment by means of which all persons participating in the meeting can hear each other and participation in a meeting pursuant to this provision shall constitute presence in person at such meeting.

     97. A Director may be represented at any meetings of the Board of Directors by a proxy appointed by him in which event the presence or vote of the proxy shall for all purposes be deemed to be that of the Director.
The provisions of Articles 65 through 68 shall mutatis mutandis apply to the appointment of proxies by Directors.

VACATION OF OFFICE OF DIRECTOR

     98. The office of a Director shall be vacated:

     (a) if he gives notice in writing to the Company that he resigns the office of Director;

     (b) if he absents himself (without being represented by proxy or an alternate Director appointed by him) from three consecutive meetings of the Board of Directors without special leave of absence from the
Directors, and they pass a resolution that he has by reason of such absence vacated office;

     (c) if he dies, becomes bankrupt or makes any arrangement or composition with his creditors generally;

     (d) if he is found a lunatic or becomes of unsound mind; or
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     (e) if he is removed in accordance with these Articles.

     99. If, as a result of death, disability, retirement, resignation, removal or otherwise, there shall exist or occur any vacancy on the Board of Directors:

     (a) the Person or Persons entitled under these Articles to designate such Director whose death, disability, retirement, resignation or removal resulted in such vacancy, may designate another individual (the
“Replacement Nominee”) to fill such vacancy and serve as a director on the Board; and

     (b) subject to Article 71, each Member, if it is then entitled to vote for the election of directors to the Board of Directors, shall vote its shares, or execute proxies or written consents, as the case may be, in
order to ensure that the Replacement Nominee be elected to the Board of Directors.

     100. If the office of a Director is vacant and an individual has been nominated to fill such vacancy, the first order of business of a meeting of the Directors shall be to fill such vacancy.

APPOINTMENT AND REMOVAL OF DIRECTORS

     101. If at any time any Member is entitled to vote for the election of Directors to the Board of Directors, such Member shall vote its shares or execute proxies or written consents, as the case may be, and take all other
necessary action (including causing the Company to call a general meeting of the Members) in order to ensure that the composition of the Board is as set forth in Article 71.

     102. The Company agrees to cause each individual designated pursuant to Article 71 or Article 99 to be nominated to serve as a director on the Board, and to take all other necessary actions (including calling a
meeting of the Board and/or a general meeting of the Members) to ensure that the composition of the Board is as set forth in Article 71.

     103. Each Member, if at any time it is then entitled to vote for the removal of Directors from the Board of Directors, (i) shall not vote any of its shares in favor of the removal of any Director who shall have been
designated pursuant to these Articles, unless the Person or Persons entitled to designate or nominate such Director shall have consented to such removal in writing; and (ii) if the Person or Persons entitled to designate
any director pursuant to these Articles shall request in writing the removal of such Director, such Member shall vote its shares in favor of such removal.
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SEAL

     104. (a) The Company may, if the Board of Directors so determine, have a Seal which shall, subject to paragraph (c) of this Article, only be used by the authority of the Directors or of a committee of the Directors
authorized by the Directors to act on behalf of the Board of Directors and every instrument to which the Seal has been affixed shall be signed by one person who shall be either a Director or the Secretary or Secretary-
Treasurer or some person appointed by the Directors for the purpose.

     (b) The Company may have for use in any place or places outside the Cayman Islands a duplicate Seal or Seals each of which shall be a facsimile of the Common Seal of the Company and, if the Directors so
determine, with the addition on its face of the name of every place where it is to be used.

     (c) A Director, Secretary or other officer or representative or attorney may without further authority of the Directors affix the Seal of the Company over his signature alone to any document of the Company
required to be authenticated by him under Seal or to be filed with the Registrar of Companies in the Cayman Islands or elsewhere wheresoever.

OFFICERS

     105. The Company may have a Chief Executive Officer, a President, a Chief Operating Officer, a Chief Financial Officer, a Secretary and an Assistant Secretary appointed by the Board of Directors who may also
from time to time appoint such other officers as they consider necessary, all for such terms, at such remuneration and to perform such duties, and subject to such provisions as to disqualification and removal as the
Board of Directors from time to time prescribe.

CONVERSION RIGHTS OF PREFERRED SHARES

     106. Unless previously redeemed, subject as hereinafter provided, each Preferred Share shall, at the option of the holder thereof at any time, be converted into a number of fully paid and non-assessable Ordinary
Shares at the ratio (the “Conversion Ratio”) equal to (x) the then effective Liquidation Preference for such Preferred Share divided by (y) the then applicable Conversion Price for such class of Preferred Shares. The
initial Conversion Ratio for each Preferred Share is 1:1 and is subject to adjustment pursuant to Article 111. For the avoidance of doubt, no payment (in addition to the surrender of the Preferred Shares so converted)
shall be made by the holders of Preferred Shares to the Company upon or in connection with the conversion of any Preferred Shares into Ordinary Shares.

     107. The Conversion Rights shall be exercisable by the holder of any Preferred Share by delivering a notice (the “Conversion Notice”) to the Company.
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The date on which the Conversion Notice is so given (or, if such date is not a Business Day, the immediately following Business Day) shall be referred to as the “Conversion Date” in these Articles. Conversion shall be
deemed effective as of the Conversion Date. The Company shall amend the Register of Members as soon as possible after the Conversion Date to reflect the Conversion and in no case later than five Business Day after
the Conversion Date.

     108. One hundred per cent (100%) of each class of the Preferred Shares which are outstanding immediately prior to the closing of the QPO shall, on and with effect from the closing of the QPO, be automatically
converted into Ordinary Shares at the then-effective Conversion Ratio for such class of Preferred Shares.

     109. In addition to Article 108, one hundred per cent (100%) of the Series B Shares shall be automatically converted into Ordinary Shares at the then-effective Conversion Ratio for Series B Shares upon the receipt
by the Company of a written consent signed by holders of not less than 70% of the Series B Shares then outstanding.

     110. Save for the Conversion pursuant to Article 108 and Article 109, each holder of Preferred Shares shall, at the time of Conversion, deliver to the Company at its principal place of business the Conversion Notice
and the certificates for such Preferred Shares. The Company shall issue and deliver to it (at the address on the Register of Members or such other address as may be specified in the Conversion Notice) a certificate for
the number of Ordinary Shares resulting from the Conversion on or before 5:00 p.m. (Beijing time) on a day being one Business Days after the Conversion Date.

     111. Anti-Dilution Provisions.

          (a) Prior to and simultaneous with the Conversion, if the Company issues new equity or equity-linked securities (including issuance of new equity or equity-linked securities through the IPO) at a price
per share lower than the then-current Conversion Price for any class of Preferred Shares, the Conversion Price for such class to be in effect after such issuance shall be reduced to such lower price. If any portion
of such lower price is in a form other than cash, the fair market value of such noncash consideration shall be utilized in the foregoing computation. Such fair market value shall be determined by the Board of
Directors; provided that if the holders of not less than 25% of the outstanding Preferred Shares of such class object to any such determination, the Board of Directors shall retain an independent appraiser
satisfactory to such holders to determine such fair market value.

          (b) Prior to and simultaneous with the Conversion, if the Company (A) subdivides or splits the outstanding Ordinary Shares, (B) combines or reclassifies the outstanding Ordinary Shares into a smaller
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number of shares, (C) issues any capital shares in a reclassification of Ordinary Shares (including any such reclassification in connection with a consolidation or merger in which the Company is the surviving
entity), or (D) consolidates with, merges with or into or is converted into any other entity, the Conversion Price for each class of Preferred Shares in effect at the time of the record date for such subdivision,
split, combination, consolidation, conversion, merger or reclassification shall be adjusted so that the conversion of such class of Preferred Shares after such time shall entitle each holder of such class of
Preferred Shares to receive the aggregate number of Ordinary Shares (or shares of any security into which such Ordinary Shares have been combined, consolidated, converted, merged or reclassified) which, if
such Preferred Shares of such class had been converted immediately prior to such time, such holder would have owned upon such Conversion and been entitled to receive by virtue of such subdivision, split,
combination, consolidation, conversion, merger or reclassification.

          (c) This Article 111 shall not apply to any issuance of new equity or equity-link securities (i) to employees of the Company or any of its Subsidiaries pursuant to employee benefit plans or arrangements
approved by the Board of Directors as permitted by these Articles, the Series A Subscription Agreement and the Series B Subscription Agreement (including upon the exercise of employee stock options granted
pursuant to any such plans or arrangements) or (ii) upon the Conversion of any Preferred Shares.

     112. The Ordinary Shares which are issued as a result of the Conversion shall rank pari passu in all respects with the then outstanding Ordinary Shares. Subject to applicable laws, the Conversion shall not require
any consent or vote or approval of the holders of Ordinary Shares or the Board of Directors.

     113. The Company shall at all times reserve and keep available and free of pre-emptive rights out of its authorized but unissued Ordinary Shares, solely for the purpose of effecting the Conversion, such number of
Ordinary Shares as shall from time to time be sufficient to effect the Conversion of all of the then outstanding Preferred Shares, and if at any time the number of authorized but unissued Ordinary Shares shall not be
sufficient to effect the Conversion of all of the then outstanding Preferred Shares, the Company and the Members shall take such action including passing a Special Resolution or an Ordinary Resolution as may be
necessary to increase the Company’s authorized share capital to such level so that the number of authorized but unissued Ordinary Shares shall be sufficient for such purpose.

     114. The Company shall pay all taxes and expenses attributable to the issuance or delivery of Ordinary Shares as required by law upon any Conversion.
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DIVIDENDS, DISTRIBUTIONS AND RESERVE

     115. Subject to the Statute and Articles 87 and 16(g), the Board of Directors may from time to time declare dividends (including interim dividends) and distributions on shares of the Company outstanding and
authorize payment of the same out of the funds of the Company lawfully available therefore.

     116. The Board of Directors may, before declaring any dividends or distributions, set aside such sums as they think proper as a reserve or reserves which shall, at the discretion of the Board of Directors, be applicable
for any purpose of the Company and pending such application may, at the like discretion, be employed in the business of the Company.

     117. No dividend or distribution shall be payable except out of the profits of the Company, realized or unrealized, or out of the share premium account or as otherwise permitted by the Statute.

     118. Subject to Article 126 and any other rights of persons, if any, entitled to shares with special rights as to dividends or distributions, if dividends or distributions are to be declared on a class of shares, they shall be
declared and paid according to the amounts paid or credited as paid on the shares of such class outstanding on the record date for such dividend or distribution as determined in accordance with these Articles but no
amount paid or credited as paid on a share in advance of calls shall be treated for the purpose of this Article as paid on the share.

     119. The Directors may deduct from any dividend or distribution payable to any Member all sums of money (if any) presently payable by him to the Company on account of calls or otherwise.

     120. Subject to Articles 124 and 127, the Directors may declare that any dividend or distribution be paid wholly or partly by the distribution of specific assets and in particular of paid up shares, debentures, or
debenture stock of any other company or in any one or more of such ways and where any difficulty arises in regard to such distribution, the Directors may settle the same as they think expedient and in particular may
issue fractional certificates and fix the value for distribution of such specific assets or any part thereof and may determine that cash payments shall be made to any Members upon the footing of the value so fixed in
order to adjust the rights of all Members and may vest any such specific assets in trustees as may seem expedient to the Directors.

     121. Any dividend, distribution, interest or other monies payable in cash in respect of shares may be paid by cheque sent through the post directed to the registered address of the holder or, in the case of joint holders,
to the holder who is first named on the Register of Members or to such person and to such address as such holder or joint holders may in writing direct. Every such cheque shall be made payable
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to the order of the person to whom it is sent. Any one of two or more joint holders may give effectual receipts for any dividends, bonuses, or other monies payable in respect of the share held by them as joint holders.

     122. Subject to Article 125, no dividend or distribution shall bear interest against the Company.

     123. Prior to the completion of the QPO, each holder of Preferred Shares shall be entitled to receive, out of legally available funds, a dividend on an annual basis (the “Fixed Dividend”), in respect of each Preferred
Share, of an amount equal to the higher of:

          (a) the product of (x) the number of Ordinary Shares into which such Preferred Share may then be converted multiplied by (y) the dividend per Ordinary Share declared on the Ordinary Shares; or

          (b) the product of (x) the Purchase Price of such holder for such Preferred Share multiplied by (y) 5%.

     124. The Fixed Dividend shall be payable in cash annually in arrears on April 30th in the following financial year (any incomplete financial year shall be deemed to be a complete financial year).

     125. Any Fixed Dividend that the Company has failed to declare or pay pursuant to this Article 125 to any holder of Preferred Shares shall be owed by the Company to such holder of Preferred Shares and shall
accrue interest at a rate of 5% per annum. Any such owed Fixed Dividend and any amounts of interest accrued thereon shall be paid by the Company in cash to such holder of Preferred Shares as soon as possible.

     126. The dividends (and interest on accrued but unpaid dividends) in respect of the Preferred Shares pursuant to Articles 123, 124, 125 and 127 shall be paid in priority to any dividend or distribution in respect of the
Ordinary Shares or any other class or series of shares and no dividend or distribution shall be paid or otherwise made on any Ordinary Shares or any other class or series of shares unless and until all accrued but unpaid
dividends (and interest thereon) in respect of the Preferred Shares pursuant to Articles 123, 124, 125 and 127 shall have been paid.

     127. Notwithstanding anything to the contrary set forth herein, if the Company has not completed the QPO within three years of the Closing Date, the Company shall, starting from January 1 of the calendar year
immediately following such three-year period, declare and pay to all holders of Preferred Shares on a pro rata basis an amount of dividend equal to the maximum amount permitted by laws.
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     128. For the purposes of Articles 115 through 131, (i) references to dividend shall mean any cash dividend or other distribution in the form of cash paid or payable or made or to be made by the Company out of
profits or other reserves of the Company to holders of its shares or any class of shares whether the same are designated as interim dividend, special dividend or final dividend; (ii) references to dividends being “paid”
shall include distributions being made; (iii) if two or more dividends on any class of shares of the Company are paid on the same date, such dividends shall, unless the context otherwise requires, be deemed to be one
dividend; (iv) if any dividend shall not when paid by the Company be expressed to be in respect of a particular financial year, it shall be deemed to be in respect of the preceding financial year; (v) if the Company
introduces a scrip dividend scheme or other arrangements are made, the effect of which is that all or any holders of any class of shares of the Company are given the right to elect either to receive a cash dividend or to
receive an allotment of shares of the same class by way of capitalization of profits or other reserves (including for this purpose capital redemption reserve fund), then the dividend shall be deemed to be paid wholly in
cash and in an amount equal to the cash dividend payable to holders of such class of shares electing for the same.

     129. In the event of any dispute or uncertainty as to the amount or timing of any payment in respect of the Preferred Shares pursuant to these Articles, the directors of the Company may refer the same to the Auditors
for the time being of the Company, acting as experts and not as arbitrators, and their decision regarding the same shall be conclusive and binding.

     130. Notwithstanding anything to the contrary herein, a holder of Preferred Shares may elect, by delivering a written notice to the Company prior to April 30th of any year, to defer the payment of any dividend
payable to such holder pursuant to other provisions set out herein until the Conversion Date. Such deferred dividend shall not accrue interest.

     131. Articles 123 through 130 may be amended by a Special Resolution and the consent of holders of all of the Series A Shares and the holders of all of the Series B Shares to meet the budget requirements of the
Company or to satisfy any requirement in connection with the QPO.

BOOKS OF ACCOUNT

     132. The Board of Directors shall cause proper books of account to be kept with respect to:

          (a) all sums of money received and expended by the Company and the matters in respect of which the receipt or expenditure takes place;

          (b) all sales and purchases of goods by the Company;
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          (c) the assets and liabilities of the Company.

     Proper books shall not be deemed to be kept if there are not kept such books of account as are necessary to give a true and fair view of the state of the Company’s affairs and to explain its transactions.

     133. The Board of Directors shall from time to time determine whether and to what extent and at what times and places and under what conditions or regulations the accounts and books of the Company or any of
them shall be open to the inspection of Members not being Directors and no Member (not being a Director) shall have any right of inspecting any account or book or document of the Company except as conferred by
Statute or authorized by the Directors or by the Company in general meeting.

     134. The Board of Directors may from time to time cause to be prepared and to be laid before the Company in general meeting profit and loss accounts, balance sheets, group accounts (if any) and such other reports
and accounts as may be required by law.

AUDIT

     135. Subject to Article 87(bb), the Company may at any annual general meeting appoint an Auditor or Auditors who shall hold office until the next annual general meeting and may fix his or their remuneration.

     136. Subject to Article 87(bb), (a) the Directors may before the first annual general meeting appoint an Auditor or Auditors who shall hold office until the first annual general meeting unless previously removed by
an ordinary resolution of the Members in general meeting in which case the Members at that meeting may appoint Auditors; (b) the Directors may fill any casual vacancy in the office of Auditor but while any such
vacancy continues the surviving or continuing Auditor or Auditors, if any, may act; and (c) the remuneration of any Auditor appointed by the Directors under this Article may be fixed by the Directors.

     137. Every Auditor shall have a right of access at all times to the books and accounts and vouchers of the Company and shall be entitled to require from the Directors and Officers of the Company such information
and explanation as may be necessary for the performance of the duties of the Auditors.

     138. Auditors shall at the next annual general meeting following their appointment and at any other time during their term of office, upon request of the Directors or any general meeting of the Members, make a
report on the accounts of the Company in general meeting during their tenure of office.
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NOTICES

     139. Notices shall be in writing and may be given by the Company to any Member either personally or by sending it by post, cable, telex or telecopy to him or to his address as shown in the Register of Members,
such notice, if mailed, to be forwarded airmail if the address be outside the Cayman Islands.

     140. Where a notice is sent by post, service of the notice shall be deemed to be effected by properly addressing, pre-paying and posting a letter containing the notice, and to have been effected at the expiration of 60
hours after the letter containing the same is posted as aforesaid.

          (a) Where a notice is sent by cable, telex, telecopy or electronic message, service of the notice shall be deemed to be effected by properly addressing, and sending such notice through a transmitting
organization and to have been effected on the day the same is sent as aforesaid.

     141. A notice may be given by the Company to the joint holders of record of a share by giving the notice to the joint holder first named on the Register of Members in respect of the share.

     142. A notice may be given by the Company to the person or persons which the Company has been advised are entitled to a share or shares in consequence of the death or bankruptcy of a Member by sending it
through the post as aforesaid in a pre-paid letter addressed to them by name, or by the title of representatives of the deceased, or trustee of the bankrupt, or by any like description at the address supplied for that purpose
by the persons claiming to be so entitled, or at the option of the Company by giving the notice in any manner in which the same might have been given if the death or bankruptcy had not occurred.

     143. Notice of every general meeting shall be given in any manner hereinbefore authorized to:

          (a) every person shown as a Member in the Register of Members as of the record date for such meeting except that in the case of joint holders the notice shall be sufficient if given to the joint holder first
named in the Register of Members.

          (b) every person upon whom the ownership of a share devolves by reason of his being a legal personal representative or a trustee in bankruptcy of a Member of record where the Member of record but for
his death or bankruptcy would be entitled to receive notice of the meeting; and
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No other person shall be entitled to receive notices of general meetings.

WINDING UP; LIQUIDATION PREFERENCE

     144. If the Company shall be wound up, subject to Article 145 through 147, the liquidator may, with the sanction of a Special Resolution and any other sanction required by the Statute, divide amongst the Members
in specie or kind the whole or any part of the assets of the Company (whether they shall consist of property of the same kind or not) and may for such purpose set such value as he deems fair upon any property to be
divided as aforesaid and may determine how such division shall be carried out as between the Members or different classes of Members. The liquidator may with the like sanction, vest the whole or any part of such
assets in trustees upon such trusts for the benefit of the contributories as the liquidator, with the like sanction, shall think fit, but so that no Member shall be compelled to accept any shares or other securities whereon
there is any liability.

     145. Upon the Company being placed in liquidation, dissolution or winding up (whether voluntary or involuntary), each holder of Preferred Shares shall be entitled to receive, prior and in preference to any
distribution of any of the assets of the Company to the holders of Ordinary Shares or any other class or series of shares, for each Preferred Share held by such holder an amount equal to the sum of (x) 150% times the
Purchase Price of such holder for such Preferred Share plus (y) all accrued but unpaid (including deferred) dividends thereon and all interest accrued on such unpaid dividends (taking into account adjustments for share
splits, share dividends, recapitalizations, share consolidations and other capital reorganizations) (the “Liquidation Preference”). If the Company has insufficient assets to permit payment of the full amount of the
Liquidation Preference for all Preferred Shares, the Company shall distribute ratably its assets to all holders of Preferred Shares in proportion to the aggregate Liquidation Preference that each such holder would
otherwise have been entitled to receive.

     146. In addition, after payment has been made in full to the holders of the Preferred Shares as provided in Article 145, each holder of Preferred Shares shall for each Preferred Share held by such holder, be entitled to
participate with the holders of Ordinary Shares in the distribution of any remaining funds and assets of the Company available for distribution to Members in an amount equal to (x) the amount to be distributed per share
to holders of the Ordinary Shares multiplied by (y) the number of Ordinary Shares into which such Preferred Share may then be converted.

     147. For the purposes of this Article 147, liquidation, dissolution or winding up (whether voluntary or involuntary) of the Company shall be deemed to have occurred upon (i) the acquisition of the Company by
another entity by means of any transaction or series of related transactions (including, without limitation, any reorganization, conversion, merger or consolidation) as a result of which the holders of capital shares of the
Company immediately before such acquisition fail to control 50%
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or more of the voting power of the company surviving such acquisition, (ii) a sale, lease or other disposition of all or substantially all of the assets of the Company or (iii) the sale of all or substantially all of the
intellectual property rights owned or otherwise held by the Company and its Subsidiaries or the licensing by the Company or any of its Subsidiaries of all or substantially all of the intellectual property rights owned or
otherwise held by the Company and its Subsidiaries under an arrangement pursuant to which such intellectual property rights may not be licensed by the Company and its Subsidiaries to another party. For the avoidance
of doubt, a sale of Company Securities, whether by the Company or by Members of the Company, or a sale of the assets of the Company, in each case pursuant to Article 15, shall not be deemed to be a liquidation,
dissolution or winding up of the Company.

INDEMNITY

     148. To the maximum extent permitted under applicable laws, the Directors and officers for the time being of the Company, their Affiliates, any directors, officers, partners, members, employees, agents and spouses
of the foregoing, any trustee for the time being acting in relation to any of the affairs of the foregoing and their heirs, executors, administrators and personal representatives respectively (the “Indemnified Persons”)
shall be indemnified out of the assets of the Company from and against all actions, proceedings, costs, charges, losses, damages and expenses which they or any of them shall or may incur or sustain by reason of any act
done or omitted in or about the execution of their duty in their respective offices or trusts, except such (if any) as they shall incur or sustain by or through their own willful neglect or default respectively and no
Indemnified Person shall be answerable for the acts, receipts, neglects or defaults of any other Indemnified Person or for joining in any receipt for the sake of conformity or for the solvency or honesty of any banker or
other persons with whom any monies or effects belonging to the Company may be lodged or deposited for safe custody or for any insufficiency of any security upon which any monies of the Company may be invested
or for any other loss or damage due to any such cause as aforesaid or which may happen in or about the execution of his office or trust unless the same shall happen through the willful neglect or default of such
Indemnified Person.

FINANCIAL YEAR

     149. Unless the Directors otherwise prescribe, the financial year of the Company shall end on 31st December in each year and, following the year of incorporation, shall begin on 1st January in each year.

AMENDMENTS OF ARTICLES

     150. Subject to the Statute and Article 87, the Company may at any time and from time to time by Special Resolution alter or amend these Articles in whole or in part.
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     151. Notwithstanding anything to the contrary herein, any amendment or alternation of any Article herein may be effected only with the consent of all holders of Preferred Shares, provided where such matter is by
applicable laws required to be determined by the members of the Company, the consent of all holders of the Preferred Shares then outstanding shall be deemed obtained if the matter is approved at a general meeting of
the Company with the affirmative vote(s) of all holders of the Preferred Shares then outstanding or by way of a written resolution signed by all the holders of Preferred Shares then outstanding.

TRANSFER BY WAY OF CONTINUATION

     152. If the Company is exempted as defined in the Statute, it shall, subject to the provisions of the Statute and with the approval of a Special Resolution, have the power to register by way of continuation as a body
corporate under the laws of any jurisdiction outside the Cayman Islands and to be deregistered in the Cayman Islands.
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For and on behalf of
Offshore Incorporations (Cayman) Limited
Corporation
of Scotia Centre, 4th Floor,
P.O. Box 2804,
George Town,
Grand Cayman KY1-1112
CAYMAN ISLANDS

   
 

(Sd.) Authorized Signatory   

DATED                           2008
   
WITNESS to the above signature :-  (Sd.) Sharon Kyberd
  of Scotia Centre, 4th Floor,
  P.O. Box 2804,
  George Town,
  Grand Cayman KY1-1112
  CAYMAN ISLANDS

I, Joy A. Rankine, Asst. Registrar of Companies in and for the Cayman Islands, DO HEREBY CERTIFY that this is a true copy of these Articles of Association of this Company duly incorporated on the                          
2008
   
 

Asst. REGISTRAR OF COMPANIES (SD.)   
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Exhibit 3.2

CONCORD MEDICAL SERVICES HOLDINGS LIMITED
(the “Company”)

SECRETARY’S CERTIFICATE

The undersigned, being the Company Secretary of the Company, does hereby certify that the following is an extract of the resolutions passed by the written resolutions of all the shareholders of the Company on
November 17, 2009 and such resolutions have not been modified:

ORDINARY RESOLUTIONS:

THAT each of the 3,795,719 authorized but unissued Ordinary Shares of US$0.01 par value each in the capital of the Company be and is hereby subdivided into 379,571,900 Ordinary Shares of US$0.0001 par value.

THAT each of the 704,281 issued Ordinary Shares of US$0.01 par value each in the capital of the Company be and is hereby subdivided into 70,428,100 Ordinary Shares of US$0.0001 par value.

SPECIAL RESOLUTIONS:

THAT Article 6 of the Articles of Association was replaced in its entirety with a new Article 6 as follows:

“The share capital of the Company is US$50,000.00 divided into 450,500,000 shares of which 450,000,000 are designated as Ordinary Shares of a nominal or par value of US$0.0001 each, 200,000 are designated as
Series A Redeemable Convertible Preferred Shares of a nominal or par value of US$0.01 each and 300,000 are designated as Series B Redeemable Convertible Preferred Shares of a nominal or par value of US$0.01
each with power for the Company insofar as is permitted by law, to redeem or purchase any of its shares and to increase or reduce the said capital subject to the provisions of the Companies Law (as amended) and the
Articles of Association of the Company and to issue any part of its capital, whether original, redeemed or increased with or without any preference, priority or special privilege or subject to any postponement of rights
or to any conditions or restrictions and so that unless the conditions of issue shall otherwise expressly declare every issue of shares whether declared to be preference or otherwise shall be subject to the powers
hereinbefore contained; provided that, notwithstanding any provision to the contrary contained; provided that, notwithstanding any provision to the contrary contained in this Second Amended and Restated
Memorandum of Association, the Company shall have no power to issue bearer shares, warrants, coupons or certificates.”

THAT the reference to the par value of US$0.01 was amended to US$0.0001 in the definition of Ordinary Shares in the Articles of Association of the Company;

[Signature Page follows]

 



 

IN WITNESS WHEREOF, the undersigned Company Secretary certifies that the shareholders of the Company have executed these resolutions on November 17, 2009.
     
   
 /s/ Shi Bo Tao   
 Name:  Shi Bo Tao  
 Title:  Company Secretary  
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Exhibit 4.2
     

  CONCORD MEDICAL SERVICES HOLDINGS LIMITED   
Certificate  (the “Company”)  Ordinary Shares
Number    [  ]

[  ]  INCORPORATED IN THE CAYMAN ISLANDS UNDER THE COMPANIES LAW  
  (AS AMENDED OR REVISED FROM TIME TO TIME)   

THE AUTHORISED CAPITAL OF THE COMPANY IS US$[  ] DIVIDED INTO [  ] ORDINARY SHARES
OF A NOMINAL OR PAR VALUE OF US$0.0001 EACH (the “Ordinary Shares”)

THIS CERTIFIES THAT [shareholder] of [address] is the registered holder of [number of ordinary shares] Ordinary Shares of par value US$0.0001 each subject to the Memorandum and Articles of Association of
the Company, and transferable only on the book of the Company by the holder hereof in person or by Attorney in accordance with the Memorandum and the Articles of Association of the Company and upon surrender
of this certificate to the Company.

EXECUTED on behalf of the Company this                      day of                      20[ ].
   
  

 

Director/Secretary   

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR APPLICABLE SECURITIES LAWS. THE
SECURITIES MAY NOT BE OFFERED FOR SALE, SOLD, TRANSFERRED OR ASSIGNED (I) IN THE ABSENCE OF (A) AN EFFECTIVE REGISTRATION STATEMENT FOR THE SHARES UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, AND APPLICABLE STATE SECURITIES LAWS OR (B) AN OPINION OF COUNSEL, IN A GENERALLY ACCEPTABLE FORM, THAT REGISTRATION IS
NOT REQUIRED UNDER SAID ACT AND APPLICABLE STATE SECURITIES LAWS OR (II) UNLESS SOLD PURSUANT TO RULE 144 UNDER SAID ACT.
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EXECUTION COPY

SHARE SUBSCRIPTION AGREEMENT

dated as of

February 5, 2008

among

CICC SUN COMPANY LIMITED,

CARLYLE ASIA GROWTH PARTNERS III, L.P.,

CAGP III CO-INVESTMENT, L.P.,

LIU HAIFENG,

STEVE SUN,

YANG JIANYU,

BONA LIU,

OUR MEDICAL SERVICES, LTD.,

ASCENDIUM GROUP LIMITED,

SHENZHEN AOHUA MEDICAL SERVICES CO., LTD.
( )

and

CONCORD MEDICAL SERVICES HOLDINGS LIMITED
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SHARE SUBSCRIPTION AGREEMENT

     AGREEMENT (this “Agreement”) dated as of February 5, 2008 among (1) CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”), (2) Carlyle Asia Growth
Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”), (3) CAGP III Co-Investment III, L.P. (“CAGP Co-Invest”, together with CAGP, “Carlyle”), (4) Liu Haifeng, a PRC
citizen with passport number G19230849 (“Mr. Liu”), (5) Steve Sun, a US citizen with passport number 203018867 (“Mr. Sun”), (6) Yang Jianyu, a PRC citizen with passport number G04036294 (“Mr. Yang”,
together with Mr. Liu and Mr. Sun, the “Founders”), (7) Bona Liu, a New Zealand citizen with passport number EA713283, (“Ms. Liu”, together with Mr. Sun and Mr. Yang, the “Controlling Shareholders”), (8) Our
Medical Services, Ltd., a company formed under the Laws of the British Virgin Islands (“OMS”), (9) Ascendium Group Limited, a company formed under the Laws of the British Virgin Islands (“AGL”),
(10) Shenzhen Aohua Medical Services Co., Ltd. ( ), a Sino-foreign joint venture formed under the laws of the PRC (“Aohua”), and (11) Concord Medical Services Holdings
Limited, a company incorporated under the laws of the Cayman Islands (the “Company”).

W I T N E S S E T H:

     WHEREAS, Carlyle, OMS, AGL, the Founders and certain other persons party thereto entered into a Convertible Loan Agreement dated as of November 16, 2006 (the “Existing Loan Agreement”) pursuant to
which Carlyle made a loan to the Company in the aggregate principal amount of US$5,000,000 (the “Existing Carlyle Loan”);

     WHEREAS, the existing shareholders of AGL intend to transfer all of their equity interests in AGL to the Company in exchange for corresponding equity interests in the Company, causing the Company to become
the sole shareholder of AGL (the “Restructuring”);

     WHEREAS, after the Restructuring, the parties to the Existing Loan Agreement intend to amend and restate it by a new convertible loan agreement (the “Amended and Restated Convertible Loan Agreement”)
under which OMS will transfer its rights and obligations under the Existing Loan Agreement to the Company and Section 11.01 of the Existing Loan Agreement will be replaced in whole by the provision set forth in
Annex I attached hereto;

     WHEREAS, after the Restructuring, the Company desires to issue and sell to each of CICC and Carlyle and each of CICC and Carlyle desires to subscribe for a number of Series A redeemable convertible preferred
shares, par value

 



 

US$0.05 per share, of the Company (the “Series A Shares”), on the terms and conditions set forth in this Agreement (the “Subscription”);

     WHEREAS, simultaneously with the consummation of the Subscription, the Existing Carlyle Loan will be converted into a number of Series A Shares pursuant to the Amended and Restated Convertible Loan
Agreement (the “Carlyle Loan Conversion”).

     NOW, THEREFORE, in consideration of the promises and the mutual covenants and agreements contained herein and intending to be legally bound hereby, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

     Section 1.01. Definitions. (a) The following terms, as used herein, have the following meanings:

     “Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling, controlled by, or under common control with such Person; provided that (i) no securityholder of the Company shall
be deemed an Affiliate of any other securityholder of the Company solely by reason of any equity or debt investment in the Company and (ii) with respect to any Person who is an individual, the spouse or any lineal
descendant, sibling or parent of such Person shall also be deemed an Affiliate of such specified Person. For the purpose of this definition, the term “control” (including, with correlative meanings, the terms
“controlling”, “controlled by” and “under common control with”), as used with respect to any Person, shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of such Person, whether through the ownership of voting interests, by contract or otherwise.

     “Amended and Restated Memorandum and Articles” means the Amended and Restated Memorandum and Articles of the Company to be adopted by the board of directors and shareholders of the Company by the
Closing Date in a form agreed to by the Investors.

     “Balance Sheet” means the audited consolidated balance sheet of the Company and its Subsidiaries as of June 30, 2007.

     “Balance Sheet Date” means June 30, 2007.

     “Business Day” means a day, other than Saturday, Sunday or other day on which commercial banks in either the US, Hong Kong or the PRC are authorized or required by applicable Laws to close.

2



 

     “Carlyle Director” shall have the meaning ascribed to it in the Shareholders’ Agreement.

     “CICC Director” shall have the meaning ascribed to it in the Shareholders’ Agreement.

     “Closing Date” means the date of Closing.

     “Consent” means any consent, approval, authorization, waiver, permit, grant, franchise, concession, agreement, license, certificate, exemption, order, registration, declaration, filing, report or notice of, with or to any
Person.

     “Contract” means, with respect to any specified Person, all loan agreements, indentures, letters of credit (including related letter of credit applications and reimbursement obligations), mortgages, security
agreements, pledge agreements, deeds of trust, bonds, notes, guarantees, surety obligations, warranties, licenses, franchises, permits, powers of attorney, purchase orders, leases, and other agreements, contracts,
instruments, obligations, offers, commitments, arrangements and understandings, written or oral, to which the specified Person is a party or by which it or any of its Properties may be bound or affected.

     “Conversion Date” means the date on which the Mandatory Convertible Loan is converted pursuant to the Mandatory Convertible Loan Agreement.

     “Environmental Laws” means any Laws or any agreement with any Governmental Authority or other third party, relating to human health and safety, the environment or to Hazardous Substances.

     “Environmental Permits” means all permits, licenses, franchises, certificates, approvals and other similar authorizations of Governmental Authorities relating to or required by Environmental Laws and affecting, or
relating in any way to, the business of the Company or any of its Subsidiaries as currently conducted.

     “Existing Carlyle Loan Conversion Amount” means a number in RMB equal to the RMB equivalent of the sum of (i) US$5,000,000 plus (ii) the accrued and unpaid interest on the Existing Carlyle Loan as of the
Closing Date calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on November 28, 2007.

     “Fully Diluted” means, with respect to any class of the Company Securities, the aggregate amount of such class issued or issuable in respect of securities convertible into or exchangeable for such class, all options,
warrants and other rights to purchase or subscribe for such class or securities convertible into or exchangeable for such class; provided that, if any of the foregoing options, warrants or other rights to purchase or
subscribe for such class of the Company
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Securities are subject to vesting, the Company Securities subject to vesting shall be included in the definition of “Fully-Diluted” only upon and to the extent of such vesting.

     “GAAP” means generally accepted accounting principles in the PRC, as in effect from time to time.

     “Government Official” means (i) any officer or employee of any Governmental Authority, or any entity or enterprise owned or controlled by such Governmental Authority, or any instrumentality thereof, or of a
public international organization, or any natural person acting in an official capacity for or on behalf of any such Governmental Authority, entity, enterprise or instrumentality or any such public international
organization; (ii) any candidate for political office; or (iii) any person who holds or held a prominent public position in the PRC or any other country (including its political subdivisions), including head of state, senior
government, judicial or military official, official of a political party, candidate for political office, or senior executive of a state-owned enterprise of national importance.

     “Governmental Authority” means any transnational, domestic or foreign national, provincial, federal, state or local, governmental authority, department, court, agency or official, including any political subdivision
thereof.

     “Group” means, collectively, the Company, AGL, OMS, Aohua and their respective Subsidiaries.

     “Group Company” means any member of the Group.

     “Hazardous Substances” means any pollutant, contaminant, waste or chemical or any toxic, radioactive, ignitable, corrosive, reactive or otherwise hazardous substance, waste or material, or any substance, waste or
material having any constituent elements displaying any of the foregoing characteristics, including petroleum, its derivatives, by-products and other hydrocarbons, and any substance, waste or material regulated under
any Environmental Law.

     “Hong Kong” means the Hong Kong Special Administrative Region.

     “IFRS” means the International Financial Reporting Standards, as in effect from time to time.

     “Indebtedness” means, with respect to any Person, without duplication, (i) all obligations of such Person for borrowed money, or with respect to deposits or advances of any kind, (ii) all obligations of such Person
evidenced by bonds, debentures, notes or similar instruments, (iii) all obligations of such Person upon which interest charges are customarily paid (other than trade payables incurred in the ordinary course of business
consistent with past practices), (iv) all obligations of such Person under conditional sale or other title retention agreements relating
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to any property purchased by such Person, (v) all obligations of such Person issued or assumed as the deferred purchase price of property or services (excluding obligations of such Person to creditors for raw materials,
inventory, services and supplies incurred in the ordinary course of business consistent with past practices), (vi) all lease obligations of such Person capitalized on the books and records of such Person, (vii) all
obligations of others secured by a Lien on property or assets owned or acquired by such Person, whether or not the obligations secured thereby have been assumed, (viii) all obligations of such Person under interest rate,
currency or commodity derivatives or hedging transactions (valued at the termination value thereof), (ix) all letters of credit or performance bonds issued for the account of such Person (excluding letters of credit issued
for the benefit of suppliers to support accounts payable to suppliers incurred in the ordinary course of business consistent with past practices) and (x) all guarantees and arrangements having the economic effect of a
guarantee of such Person of any Indebtedness of any other Person.

     “Intellectual Property Rights” means (i) inventions, whether or not patentable, reduced to practice or made the subject of one or more pending patent applications, (ii) national and multinational statutory invention
registrations, patents and patent applications (including all reissues, divisions, continuations, continuations-in-part, extensions and reexaminations thereof) registered or applied for in the PRC and all other nations
throughout the world, all improvements to the inventions disclosed in each such registration, patent or patent application, (iii) trademarks, service marks, trade dress, logos, domain names, trade names and corporate
names (whether or not registered) in the PRC and all other nations throughout the world, including all variations, derivations, combinations, registrations and applications for registration of the foregoing and all
goodwill associated therewith, (iv) copyrights (whether or not registered) and registrations and applications for registration thereof in the PRC and all other nations throughout the world, including all derivative works,
moral rights, renewals, extensions, reversions or restorations associated with such copyrights, now or hereafter provided by law, regardless of the medium of fixation or means of expression, (v) computer software
(including source code, object code, firmware, operating systems and specifications), (vi) trade secrets and, whether or not confidential, business information (including pricing and cost information, business and
marketing plans and customer and supplier lists) and know-how (including manufacturing and production processes and techniques and research and development information), (vii) industrial designs (whether or not
registered), (viii) databases and data collections, (ix) copies and tangible embodiments of any of the foregoing, in whatever form or medium, (x) all rights to obtain and rights to apply for patents, and to register
trademarks and copyrights, (xi) all rights in all of the foregoing provided by treaties, conventions and common law and (xii) all rights to sue or recover and retain damages and costs and attorneys’ fees for past, present
and future infringement or misappropriation of any of the foregoing.

     “Investors” means CICC, CAGP and CAGP Co-Invest.
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     “IPO” means an initial public offering and listing of the Ordinary Shares (or, in lieu thereof and as mutually agreed by the Investors and the Company, equity securities of (i) any holding company holding the issued
share capital of the Company or (ii) any Subsidiary of the Company) on an internationally recognized stock exchange.

     “IPO Date” means the date on which the IPO is consummated.

     “Laws” means any national, provincial, federal, state or local law (statutory, common or otherwise), constitution, treaty, convention, ordinance, code, rule, regulation, order, injunction, judgment, decree, ruling or
other similar requirement enacted, adopted, promulgated or applied by any Governmental Authority, as amended unless expressly specified otherwise.

     “Licenses” means all licenses, consents, authorizations, confirmations, certificates or approvals.

     “Licensed Intellectual Property Rights” means all Intellectual Property Rights owned by a third party and licensed or sublicensed to any Group Company.

     “Lien” means, with respect to any property or asset, any mortgage, lien, pledge, charge, security interest, encumbrance or other adverse claim of any kind in respect of such property or asset. For the purposes of this
Agreement, a Person shall be deemed to own subject to a Lien any property or asset which it has acquired or holds subject to the interest of a vendor or lessor under any conditional sale agreement, capital lease or other
title retention agreement relating to such property or asset.

     “Mandatory Loan Conversion Amount” means, with respect to any conversion of the Mandatory Convertible Loan pursuant to the Mandatory Convertible Loan Agreement, a number equal to the RMB equivalent
of the sum of (x) US$20,000,000 plus (y) the accrued but unpaid interest on the Mandatory Convertible Loan as of the Conversion Date calculated with the spot exchange rate between US dollars and RMB as quoted by
the People’s Bank of China on the Loan Extension Date.

     “Material Adverse Effect” means a material adverse effect on the condition (financial or otherwise), business, assets, results of operations or prospects of the Company and its Subsidiaries, taken as whole.

     “Ordinary Shares” means the ordinary shares, par value US$0.05 per share, of the Company.

     “Owned Intellectual Property Rights” means all Intellectual Property Rights owned by any Group Company.
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     “Person” means an individual, corporation, partnership, limited liability company, association, trust or other entity or organization, including a Governmental Authority.

     “Pre-Closing Tax Period” means any Tax period ending on or before the Closing Date; and, with respect to a Tax period that begins on or before the Closing Date and ends thereafter, the portion of such Tax period
ending on the Closing Date.

     “Pre-Conversion Shares” means, with respect to any conversion of the Mandatory Convertible Loan pursuant to the Mandatory Convertible Loan Agreement, a number of the outstanding Ordinary Shares as of the
Conversion Date (without taking into effect of such conversion), calculated on a Fully-Diluted basis (which for the purposes of this definition shall exclude any Ordinary Shares issuable upon the exercise of any
employee stock options).

     “PRC” means the People’s Republic of China, excluding, for purposes of this Agreement only, Hong Kong, the Macau Special Administrative Region and Taiwan.

     “Purchase Price” means, with respect to any Investor, the RMB equivalent of an amount of US dollars set forth opposite the name of such Investor in Schedule 1.01 calculated with the spot exchange rate between
US dollars and RMB as quoted by the People’s Bank of China on the Closing Date.

     “RMB” means renminbi, the lawful currency of the PRC.

     “Shareholders’ Agreement” means the Shareholders’ Agreement by and among the Company, the Investors, the Controlling Shareholders and the other shareholders of the Company to be entered into on the
Closing Date substantially in the form attached as Exhibit A hereto.

     “Subsidiary” means, with respect to any Person, any entity of which securities or other ownership interests having ordinary voting power to elect a majority of the board of directors or other persons performing
similar functions are at the time directly or indirectly owned by such Person.

     “Tax” means (a) taxes on income, profits and gains, and (b) all other taxes, levies, duties, imposts, charges and withholdings of any nature, in each case imposed, levied, collected, withheld or assessed by (or on
behalf of) any Governmental Authority in any jurisdiction, including any excise, customs, property, sales, transfer, franchise, turnover and payroll taxes and other benefits related tax and stamp duties, and any payment
whatsoever which the relevant Person may be or become bound to make to any other Person as a result of the discharge by such other Person of any tax which the relevant Person has failed to discharge, together with all
penalties, charges and interest relating to any of the foregoing or to any late or incorrect return in respect of any of them, and
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regardless of whether such taxes, levies, duties, imposts, charges, withholdings, penalties and interest are chargeable directly or primarily against or attributable directly or primarily to the relevant Person or any other
Person and of whether any amount in respect of them is recoverable from any other Person.

     “Total Closing Investment” means the sum of (x) the RMB equivalent of US$10,000,000 calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the
Closing Date plus (y) the Existing Carlyle Loan Conversion Amount.

     “Transaction Documents” means this Agreement, the Shareholders’ Agreement, the Amended and Restated Convertible Loan Agreement and the Amended and Restated Memorandum and Articles and each and all
other agreements, certificates or other documents required to be executed by any of the foregoing.

     “2008 Audited Financial Statements” means the consolidated financial statements of the Company’s fiscal year ending December 31, 2008 audited in accordance with the IFRS applied on a consistent basis by an
internationally recognized accounting firm designated by the Investors.

     “US” means the United States of America.

     “US dollars” means United States dollars, the lawful currency of the US.

     “US GAAP” means generally accepted accounting principles in the US, as in effect from time to time.

     (b) Each of the following terms is defined in the Section set forth opposite such term:
     
Term  Section
Additional Carlyle Purchase Price   3.02 
Additional Carlyle Purchased Shares   3.02 
Amended and Restated Convertible Loan Agreement  Recitals
Amended and Restated Memorandum and Articles   10.01(i)
AGL  Preamble
Aohua  Preamble
Audited Financial Statements   5.09 
Agreement  Preamble
Books and Records   5.10 
CAGP  Preamble
CAGP Co-Invest  Preamble
Carlyle  Preamble
Carlyle Loan Conversion  Recitals
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Term  Section
CICC  Preamble
Closing   2.02 
Company  Preamble
Company Securities   5.06(b)
Controlling Shareholders  Preamble
Conversion Shares  3.01(b)(iii)
Damages   11.02 
e-mail   13.01 
Existing Carlyle Loan  Recitals
Existing Loan Agreement  Recitals
Founders  Preamble
Indemnified Party   11.03 
Indemnifying Party   11.03 
Investors  Preamble
Intellectual Property   5.20(a)
Lease Permit   5.01(b)
Loan Extension Date   3.01(a)
Mandatory Additional Investment Right   3.01(a)
Mandatory Convertible Loan   3.01(a)
Mandatory Convertible Loan Agreement   3.01(b)
Mr. Liu  Preamble
Mr. Sun  Preamble
Mr. Sun Holding Company   6.05(a)
Mr. Yang  Preamble
Mr. Yang Holding Company   6.05(a)
Ms. Liu  Preamble
Ms. Liu Holding Company   6.05(a)
OMS  Preamble
Optional Additional Investment Right   3.02 
Ordinary Shares  Recitals
PRC Subsidiary   5.01(b)
Purchased Shares   2.01 
Put Option   3.01 
Restructuring  Recitals
Series A Shares  Recitals
Subscription  Recitals
Subsidiary Securities   5.08(b)
Warranty Breach   11.02 

     Section 1.02. Other Definitional and Interpretative Provisions. The words “hereof”, “herein” and “hereunder” and words of like import used in this Agreement shall refer to this Agreement as a whole and not to any
particular provision of this Agreement. The captions herein are included for convenience of reference only and shall be ignored in the construction or interpretation hereof. References to Articles, Sections, Exhibits and
Schedules are to Articles, Sections,
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Exhibits and Schedules of this Agreement unless otherwise specified. All Exhibits and Schedules annexed hereto or referred to herein are hereby incorporated in and made a part of this Agreement as if set forth in full
herein. Any capitalized terms used in any Exhibit or Schedule but not otherwise defined therein, shall have the meaning as defined in this Agreement. Any singular term in this Agreement shall be deemed to include the
plural, and any plural term the singular. Whenever the words “include”, “includes” or “including” are used in this Agreement, they shall be deemed to be followed by the words “without limitation”, whether or not they
are in fact followed by those words or words of like import. “Writing”, “written” and comparable terms refer to printing, typing and other means of reproducing words (including electronic media) in a visible form.
References to any agreement or contract are to that agreement or contract as amended, modified or supplemented from time to time in accordance with the terms hereof and thereof; provided that with respect to any
agreement or contract listed on any schedules hereto, all such amendments, modifications or supplements must also be listed in the appropriate schedule. References to any Person include the successors and permitted
assigns of that Person. References from or through any date mean, unless otherwise specified, from and including or through and including, respectively. References to “law”, “laws” or to a particular statute or law shall
be deemed also to include an and all applicable Laws.

ARTICLE 2
ISSUANCE AND SUBSCRIPTION

     Section 2.01. Issuance and Subscription. Upon the terms and subject to the conditions of this Agreement, the Company agrees to issue and sell to each Investor, and each Investor agrees to purchase from the
Company and subscribe for a number of Series A Shares (such Investor’s “Purchased Shares”) equal to (x) the number of outstanding Ordinary Shares as of the Closing Date immediately prior to the consummation of
the Subscription and the Carlyle Loan Conversion, calculated on a Fully-Diluted basis, multiplied by (y) a ratio, the numerator of which is equal to its Purchase Price, and the denominator of which is equal to
(i) RMB770,000,000 minus (ii) the RMB equivalent of US$10,000,000 calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the Closing Date minus (iii) the
Existing Carlyle Loan Conversion Amount. Each Investor shall pay, as provided in Section 2.02, the amount set forth opposite its the name in Schedule 1.01 in exchange for its Purchased Shares.

     Section 2.02. Closing. The closing (the “Closing”) of the issuance and subscription of the Purchased Shares hereunder shall take place at a location to be mutually agreed to by the Investors and the Company, as soon
as possible, but in no event later than fifteen (15) Business Days, after satisfaction of the conditions
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set forth in Article 10, or at such other time or place as the Investors and the Company may agree. At the Closing:

     (a) each Investor shall deliver to the Company an amount of US dollars equal to the amount set forth opposite the name of such Investor in Schedule 1.01 in immediately available funds by wire transfer to an
account specified in a written instrument signed by a director of the Company and delivered to the Investors at least two Business Days prior to the Closing or by other payment methods mutually agreed to between
the Company and the Investors prior to the Closing; and

     (b) the Company shall deliver to each Investor (i) a certificate representing such Investor’s Purchased Shares, duly authorized and validly issued, and (ii) a copy of the updated register of members of the
Company dated the Closing Date and duly certified by a duly authorized director of the Company evidencing such Investor’s ownership of its Purchased Shares.

     Section 2.03. Additional Subscription Right. (a) If CICC fails to perform its obligations under Section 2.02(a), Carlyle shall have the right but not the obligation to subscribe for an additional number of Series A
Shares equal to the number of CICC’s Purchased Shares and shall be entitled to all the rights that CICC would have been entitled to hereunder if CICC had performed its obligations under Section 2.02(a).

     (b) If Carlyle fails to perform its obligations under Section 2.02(a), CICC shall have the right but not the obligation to subscribe for an additional number of Series A Shares equal to Carlyle’s Purchased Shares and
shall be entitled to all the rights that Carlyle would have been entitled to hereunder if Carlyle had performed its obligations under Section 2.02(a).

     (c) If Carlyle or CICC, respectively, has exercised it right under this Section 2.03, Carlyle or CICC, respectively, shall have the right to organize and lead in the next round of investment in the Company prior to the
IPO.

ARTICLE 3
MANDATORY AND OPTIONAL ADDITIONAL INVESTMENTS

     Section 3.01. Mandatory Additional Investment. (a) The Company shall have the right (the “Mandatory Additional Investment Right”) to require Carlyle to extend to the Company a convertible loan in the
principal amount of US$20,000,000 (the “Mandatory Convertible Loan”) by March 31, 2008 pursuant to the terms and conditions set forth in this Section 3.01. The Company may exercise the Mandatory Additional
Investment Right by delivering to Carlyle a written notice setting forth the date on which Carlyle will be required to extend the Mandatory Convertible Loan (the “Loan Extension Date”), which written
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notice shall be received by Carlyle no later than 5 Business Days prior to the Loan Extension Date.

     (b) On or before the Loan Extension Date, the Company and Carlyle shall enter into a loan agreement (the “Mandatory Convertible Loan Agreement”) with customary terms and conditions (including customary
closing conditions such as the absence of any Material Adverse Effect between the Closing Date and the Loan Extension Date), including the following terms:

     (i) The Mandatory Convertible Loan shall bear interest on the principal amount from the Loan Extension Date to the earlier of (A) the date on which the Mandatory Convertible Loan is paid in full and (B) the
date the Mandatory Convertible Loan is converted pursuant to the conversion right set forth in Section 3.01(b)(iii) or Section 3.01(b)(iv), at a rate per annum equal to 9%, computed on the basis of a 360-day year
and the actual number of days elapsed.

     (ii) Unless the Mandatory Convertible Loan is converted pursuant to Section 3.01(b)(iii) or Section 3.01(b)(iv), the principal amount of and the accrued interest on the Mandatory Convertible Loan shall be repaid
by the Company on December 31, 2009. The Company may not prepay the Mandatory Convertible Loan prior to December 31, 2009.

     (iii) Carlyle shall have the right, at its sole option, to convert the Mandatory Convertible Loan into a number of Ordinary Shares (the “Conversion Shares”) as follows:

     (A) Carlyle shall have the right, at its sole option, to convert the Mandatory Convertible Loan into the Conversion Shares at any time during a period starting from (and including) the day which immediately
follows the Closing Date to (and including) August 31, 2008. If Carlyle exercises such conversion right, the Mandatory Convertible Loan shall be converted into a number of Conversion Shares equal to (x) the
Pre-Conversion Shares multiplied by (y) a ratio, the numerator of which is the Mandatory Loan Conversion Amount, and the denominator of which is equal to (I) RMB1,100,000,000 minus (II) the Mandatory
Loan Conversion Amount, subject to Carlyle’s right to acquire additional Ordinary Shares from the Controlling Shareholders pursuant to Section 4.04; and

     (B) Carlyle shall have the right, at its sole option, to convert the Mandatory Convertible Loan into the Conversion Shares at any time during a period starting from (and including) the date on which the 2008
Audited Financial Statements are completed to (and including) April 29, 2009. If Carlyle exercises
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such conversion right, the Mandatory Convertible Loan shall be converted into a number of Conversion Shares equal to (x) the Pre-Conversion Shares multiplied by (y) a ratio, the numerator of which is the
Mandatory Loan Conversion Amount, and the denominator of which is equal to (I) 10 times of the 2008 Net Income (as defined below) minus (II) the Mandatory Loan Conversion Amount.

     (iv) If the IPO Date occurs after August 31, 2008 but prior to the completion of the 2008 Audited Financial Statements and the Mandatory Convertible Loan is outstanding as of the IPO Date, the Mandatory
Convertible Loan shall be automatically converted, on the IPO Date, into a number of Ordinary Shares equal to (x) the Pre-Conversion Shares multiplied by (y) a ratio, the numerator of which is the Mandatory
Loan Conversion Amount, and the denominator of which is equal to (I) 10 times the projected consolidated after-tax net income of the Company for the Company’s fiscal year ending December 31, 2008, as
disclosed to the public in the IPO (provided that the result of the calculation in this clause (I) shall not exceed a the number of the outstanding Ordinary Shares immediately prior to the IPO Date multiplied by (µ)
the lower end of the last price range disclosed to the public in connection with the IPO) minus (II) the Mandatory Loan Conversion Amount, subject to Carlyle’s right to acquire additional Ordinary Shares from the
Controlling Shareholders pursuant to Section 4.04.

     Section 3.02. Optional Additional Investment. If the Company has not exercised the Mandatory Additional Investment Right by March 31, 2008, Carlyle shall have the right (the “Optional Additional Investment
Right”) to purchase and subscribe for, at any time by August 31, 2008, a number of Series A Shares (the “Additional Carlyle Purchased Shares”) for US$20,000,000. The Additional Carlyle Purchased Shares shall
equal to (x) the number of outstanding Ordinary Shares as of the date of such purchase immediately prior to the consummation of such purchase, calculated on a Fully-Diluted basis (which for the purposes of this
Section 3.02 shall exclude any Ordinary Shares issuable upon the exercise of any employee stock options), multiplied by (y) a ratio, the numerator of which is equal to the RMB equivalent of US$20,000,000 calculated
with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the date of such purchase (the “Additional Carlyle Purchase Price”), and the denominator of which is equal to
(i) RMB1,100,000,000 minus (ii) the Additional Carlyle Purchase Price. In order to exercise the Optional Additional Investment Right, Carlyle shall deliver a written notice to the Company no later than 5 Business
Days prior to the proposed purchase date set forth in such notice.
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ARTICLE 4
EARNING ADJUSTMENTS

     Section 4.01. Calculation of 2008 Net Income. As soon as practicable and in any event within ninety (90) days after the end of the Company’s fiscal year ending December 31, 2008, the Company shall complete the
2008 Audited Financial Statements and on the same date of such completion calculate its consolidated after-tax net income for such fiscal year (the “2008 Net Income”) based on the 2008 Audited Financial Statements;
provided that (i) the 2008 Net Income shall be calculated in accordance with IFRS and shall be audited by an internationally recognized accounting firm designated by the Investors; (ii) the 2008 Net Income shall not
include any earnings obtained through any disposition of any assets or business of the Company or any of its Subsidiaries (except for earnings obtained through the disposition of non-operating assets of an aggregate
value not exceeding 10% of the 2008 Net Income); (iii) the 2008 Net Income shall not include any extraordinary or non-recurring earnings (such earnings shall exclude recurring earnings obtained through any merger,
amalgamation or other business combination between the Company or any of its Subsidiaries and any other entity) obtained by the Company or any of its Subsidiaries; and (iv) any preferred dividend set forth in the
Amended and Restated Memorandum and Articles shall not be deemed expenses for the purposes of determining the 2008 Net Income.

     Section 4.02. Adjustment with respect to the Subscription. If the 2008 Net Income is lower than RMB110,000,000, the Controlling Shareholders shall, jointly and severally,

     (a) transfer to each Investor free of charge a number of Ordinary Shares equal to (x) the number of such Investor’s Purchased Shares, multiplied by (y) a ratio, the numerator of which is equal to (i) RMB770,000,000
minus (ii) 7 times the 2008 Net Income, and the denominator of which is equal to (I) 7 times the 2008 Net Income minus (II) the Total Closing Investment; and

     (b) pay to each Investor the US dollar equivalent (calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the date of such payment) of an amount equal to
(x) the Purchase Price of such Investor, multiplied by (y) a ratio, the numerator of which is equal to (i) RMB770,000,000 minus (ii) 7 times the 2008 Net Income, and the denominator of which is equal to
(I) RMB770,000,000 minus (II) the Total Closing Investment, multiplied by (z) 0.3.

     Section 4.03. Adjustment with respect to the Carlyle Loan Conversion. If the 2008 Net Income is lower than RMB110,000,000, the Controlling Shareholders shall, jointly and severally,

     (a) transfer to Carlyle free of charge a number of Ordinary Shares equal to (x) the number of Series A Shares Carlyle acquired as a result of the
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Carlyle Loan Conversion multiplied by (y) a ratio, the numerator of which is equal to (i) RMB770,000,000 minus (ii) 7 times the 2008 Net Income, and the denominator of which is equal to (I) 7 times the 2008 Net
Income minus (II) the Total Closing Investment; and

     (b) pay to Carlyle the US dollar equivalent (calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the date of such payment) of an amount equal to (x) the
Existing Carlyle Loan Conversion Amount, multiplied by (y) a ratio, the numerator of which is equal to (i) RMB770,000,000 minus (ii) 7 times the 2008 Net Income, and the denominator of which is equal to
(I) RMB770,000,000 minus (II) the Total Closing Investment, multiplied by (z) 0.3.

     Section 4.04. Adjustment with respect to the Additional Investment. If the 2008 Net Income is lower than RMB110,000,000, and if either (A) Carlyle has extended the Mandatory Convertible Loan and the Mandatory
Convertible Loan has been converted by August 31, 2008 pursuant to Section 3.01(b)(iii)(A) or after August 31, 2008 pursuant to Section 3.01(b)(iv) or (B) Carlyle has purchased the Additional Carlyle Purchased
Shares prior to August 31, 2008 pursuant to Section 3.02, the Controlling Shareholders shall, jointly and severally,

     (a) transfer to Carlyle free of charge a number of Ordinary Shares equal to (x) the Conversion Shares or the Additional Carlyle Purchased Shares, as applicable, multiplied by (y) a ratio, the numerator of which is
equal to (i) RMB1,100,000,000 minus (ii) 10 times the 2008 Net Income, and the denominator of which is equal to (I) 10 times the 2008 Net Income minus (II) the Mandatory Loan Conversion Amount or the
Additional Carlyle Purchase Price, as applicable; and

     (b) pay to Carlyle the US dollar equivalent (calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the date of such payment) of an amount equal to (x) the
Mandatory Loan Conversion Amount or the Additional Carlyle Purchase Price, as applicable, multiplied by (y) a ratio, the numerator of which is equal to (i) RMB1,100,000,000 minus (ii) 10 times the 2008 Net Income,
and the denominator of which is equal to (I) RMB1,100,000,000 minus (II) the Mandatory Loan Conversion Amount or the Additional Carlyle Purchase Price, as applicable, multiplied by (z) 0.3.

     Section 4.05. Procedure of Adjustment. The adjustments set forth in Sections 4.02, 4.03 and 4.04 shall be made within 5 Business Days of the day on which the 2008 Net Income becomes available. On the date on
which the adjustments are to be made, the Controlling Shareholders shall (a) deliver to each Investor a certificate representing the sum of the Ordinary Shares that such Investor is entitled to pursuant to Sections 4.02,
4.03 and 4.04, as applicable, duly endorsed or accompanied by stock powers duly endorsed in blank, with any required transfer stamps affixed thereto, and (b) deliver to each Investor the sum
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of US dollars that such Investor is entitled to receive pursuant to Sections 4.02, 4.03 and 4.04, as applicable, in immediately available funds by wire transfer to an account specified in writing delivered by such Investor
at least two Business Days prior to such adjustment date or by other payment methods mutually agreed to between such Investor and the Controlling Shareholders.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES REGARDING THE GROUP

     Each of the Founders, the Controlling Shareholders, AGL, OMS, Aohua and the Company represents and warrants to the Investors as of the date hereof and as of the Closing Date that:

     Section 5.01. Corporate Status.

     (a) The Company is a company duly organized and validly existing in good standing under the laws of the Cayman Islands. Ascendium Group Limited is a company duly organized and validly existing in good
standing under the laws of the British Virgin Islands. Our Medical Services, Ltd. is a company duly organized and validly existing in good standing under the laws of the British Virgin Islands. Shenzhen Aohua Medical
Services Co., Ltd. is a Sino-foreign joint venture duly organized and validly existing under the laws of the PRC.

     (b) Each Group Company has full corporate power and all Consents of the applicable Governmental Authorities necessary to own, lease and operate the assets and properties that it now owns, leases and operates,
and to carry on its business as now conducted and currently proposed to be conducted. Schedule 5.01(b) contains a complete and correct list of all Consents of the PRC Governmental Authorities held by each of the
Subsidiaries of the any Group Company established under the laws of the PRC (each, a “ PRC Subsidiary”) material to the conduct of their respective business and the termination date of each such Consent. Except for
(i) the Consents set forth in Schedule 5.01(b) and (ii) the permit for lease of the assets and properties of the Group required by the Laws of the PRC (the “Lease Permit”), no other Consent of the PRC Governmental
Authorities is necessary for, or otherwise material to, the conduct of such business. All the Consents set forth in Schedule 5.01(b) are valid and subsisting and have not been terminated or become void or terminable for
any reason and no notice of termination or alleged breach of any condition of any such Consent or suspension in respect of any such Consent has been received by any PRC Subsidiary. Each PRC Subsidiary is
materially in compliance with all the terms and conditions of, or relating to, all such Consents and none of the PRC Subsidiaries has any reason to believe that any of such Consents listed on Schedule 5.01(b) will not be
renewed on or prior to its termination date.

     (c) Each Group Company (except for the PRC Subsidiaries) is permitted under the Laws of its jurisdiction of organization to carry on business
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outside such jurisdiction and is in good standing in each jurisdiction where such qualification is necessary.

     (d) The Company has delivered to the Investors a true and complete copy of the memorandum and articles of association and other organizational documents of each Group Company.

     (e) The minute books of each Group Company that have heretofore been made available to the Investors contain complete and accurate records, in all material respects, of all meetings and other corporate actions of
the respective directors and shareholders of such Group Company, and correctly reflect all actions taken by such directors and shareholders since the respective date of incorporation of such Group Company. To the
extent that such minute books are deficient, all material information not contained in such minutes has been conveyed by the Company to the Investors in written form.

     Section 5.02. Power and Authority; Corporate Authorization.

     (a) Each Group Company has full corporate power and authority to execute and deliver this Agreement and each other Transaction Document to which it is a party and to perform its obligations hereunder and
thereunder.

     (b) The execution and delivery of this Agreement and each other Transaction Document to which it is a party, the performance of the obligations hereunder and thereunder, and the consummation of the transactions
contemplated hereby and thereby, have been duly authorized by all requisite corporate actions of each Group Company and no other corporate proceedings on the part of such Group Company are necessary to authorize
such execution, delivery or performance or to consummate such transactions.

     Section 5.03. Enforceability.

     (a) Each Group Company has duly executed and delivered this Agreement and will execute and deliver each other Transaction Document to which it is a party by the Closing Date.

     (b) This Agreement constitutes, and each other Transaction Document to which it is a party (when executed) will constitute, the legal, valid and binding obligations of each Group Company, enforceable against such
Group Company in accordance with the terms hereof and thereof.

     Section 5.04. Non-contravention. The execution, delivery and performance by each Group Company of this Agreement and each other Transaction Document to which it is a party, and the consummation of the
transactions contemplated hereby and thereby, do not and will not:
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     (a) conflict with, contravene, result in a violation or breach of or default (with or without the giving of notice or the lapse of time or both); or

     (b) result in the creation of any Lien (or any obligation to create any Lien) upon any of the properties or assets of any Group Company;

     in each case under (w) any Laws applicable to or binding on any Group Company or any of its assets or properties, (x) any order, injunction, writ or decree of any Governmental Authority or any arbitral award to
which any Group Company or any of its assets or properties is subject, (y) the organizational documents of ay Group Company or (z) any Contract, or any other agreement or instrument to which any Group Company is
a party or by which any of its assets or properties may be bound.

     Section 5.05. Governmental Authorization. No Consent by any Governmental Authority or any other Person is necessary or required in connection with the execution, delivery or performance by, or enforcement
against, any Group Company under this Agreement or any other Transaction Document to which it is a party.

     Section 5.06. Capitalization of the Company.

     (a) On the date hereof, the share capital of the Company consists of US$50,000.00 divided into 1,000,000 shares of nominal or par value of US$0.05 each, of which 1 share is issued and outstanding as of the date
hereof. On the Closing Date, the share capital of the Company shall consist of Ordinary Shares and Series A Preferred Shares as provided in the Amended and Restated Memorandum and Articles.

     (b) Except as set forth in this Section 5.06, there are no outstanding (i) shares of capital stock or voting securities of the Company, (ii) securities of the Company convertible into or exchangeable for shares of capital
stock or voting securities of the Company or (iii) options or other rights to acquire from the Company, or other obligation of the Company to issue, any capital stock, voting securities or securities convertible into or
exchangeable for capital stock or voting securities of the Company (the items in Section 5.06(b)(i), 5.06(b)(ii) and 5.06(b)(iii) being referred to collectively as the “Company Securities”).

     (c) On the Closing Date, the Conversion Date, the date Carlyle purchases the Additional Carlyle Purchased Shares and upon the conversion of the Series A Shares in accordance with the Amended and Restated
Memorandum and Articles, the Investors will acquire good and valid title to the Series A Shares and Ordinary Shares, free and clear of any Lien, and such Series A Shares and Ordinary Shares will have been duly
authorized, validly issued, fully paid and non-assessable.
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     (d) There are no preemptive rights or similar rights on the part of any Person with respect to the share capital of the Company.

     (e) Except for this Agreement, there is no agreement, arrangement or obligation of any kind (and no authorization therefore has been given) obligating the Company or any other Person:

     (i) to issue or sell, or cause to be issued or sold, any Company Securities; or

     (ii) to repurchase, redeem or otherwise acquire any outstanding Company Securities.

     Section 5.07. Capitalization of the PRC Subsidiaries. (a) The registered capital of each PRC Subsidiary is as set forth in Schedule 5.07(a).

     (b) All of the registered capital of each PRC Subsidiary has been timely contributed, such contribution has been duly verified by a certified accountant registered in the PRC and the accounting firm employing such
accountant, and the report of the certified accountant evidencing such verification has been registered with the relevant Governmental Authority. There are no resolutions pending to increase the registered capital of any
PRC Subsidiary; and there are no dividends which have accrued or been declared but are unpaid on the registered capital of any PRC Subsidiary.

     Section 5.08. Other Group Company. (a) All members of the Group and their respective jurisdictions of incorporation are identified on Schedule 5.08(a).

     (b) As of the date hereof and as of the Closing Date, (I) OMS beneficially owns and will own of record 90% of the registered capital of Aohua; and (II) AGL beneficially owns and will own of record 100% of the
outstanding shares of OMS. As of the date hereof, the Controlling Shareholders indirectly own 60% of the outstanding shares of AGL. Immediately prior to the Closing, (A) the Controlling Shareholders will indirectly
own 60% of the outstanding shares of the Company and (B) the Company will directly own 100% of the outstanding shares of AGL. Except as set forth in the immediately preceding sentence, all of the outstanding
capital stock or other voting securities of each Group Company (other than the Company) is and will be duly owned by the Company, directly or indirectly, free and clear of any Lien and free of any other limitation or
restriction (including any restriction on the right to vote, sell or otherwise dispose of such capital stock or other voting securities). There are no outstanding (i) securities of any Group Company convertible into or
exchangeable for shares of capital stock or voting securities of any Group Company (other than the Company) or (ii) options or other rights to acquire from any Group Company, or other obligation of any Group
Company to issue, any capital stock, voting securities or securities convertible into or exchangeable for capital stock or voting securities of any Group Company (other than the Company) (the items in Section
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5.08(b)(i) and Section 5.08(b)(ii) being referred to collectively as the “Subsidiary Securities”).

     (c) There are no preemptive rights or similar rights on the part of any Person with respect to the share capital of any Group Company (other than the Company).

     (d) There is no agreement, arrangement or obligation of any kind (and no authorization therefore has been given) obligating any Group Company or any other Person:

     (i) to issue or sell, or cause to be issued or sold, any Subsidiary Securities; or

     (ii) to repurchase, redeem or otherwise acquire any outstanding Subsidiary Securities.

     (e) Except for the Group Companies set forth on Schedule 5.08(a), no Group Company owns or controls, directly or indirectly, any equity or other ownership interest in any Person. There is no agreement,
arrangement or obligation of any kind (and no authorization therefor has been given) obligating any Group Company to purchase or acquire the ownership of any equity or other ownership interest in any Person or to
make investments in any Person.

     Section 5.09. Financial Statements. (a) Schedule 5.09(a) sets forth a true, correct and complete copy of (i) the audited consolidated financial statements (the “Audited Financial Statements”) of Aohua for the fiscal
years ended December 31, 2005 and 2006 and for the six months ended June 30, 2007, and (ii) unaudited management accounts of the Company and its Subsidiaries for the six months ended December 31, 2007.

     (b) The Audited Financial Statements (i) were prepared in accordance with GAAP consistently applied throughout the period covered thereby; (ii) fairly present the financial condition of the Group as of the
respective date thereof and their results of operations for the period covered thereby in accordance with GAAP consistently applied throughout the period covered thereby; and (iii) show all Indebtedness and other
liabilities, direct or contingent, of the Group as of the respective date thereof, including liabilities for Taxes, commitments and Indebtedness.

     (c) The unaudited management accounts (i) were prepared in accordance with GAAP consistently applied throughout the period covered thereby; (ii) fairly present the financial condition of the Group as of the
respective date thereof and their results of operations for the period covered thereby in accordance with GAAP consistently applied throughout the period covered thereby; and (iii) show all Indebtedness and other
liabilities, direct or contingent,
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of the Group as of the respective date thereof, including liabilities for Taxes, commitments and Indebtedness.

     Section 5.10. Books And Records. All accounts, ledgers, material files, documents, instruments, papers, books and records relating to the business, operations, conditions (financial or other) of the Group, results of
operations, and assets and properties of the Group (collectively, the “Books and Records”), each as supplied to the Investors, are true, correct, complete and current; there are no inaccuracies or discrepancies of any
kind contained or reflected therein; and they have been maintained in accordance with relevant legal requirements and high industry standards, including the maintenance of an adequate system of internal controls.

     Section 5.11. No Material Adverse Effect. Since the Balance Sheet Date, there has been no event, occurrence, development or state of circumstances or facts that has had or could reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect.

     Section 5.12. No Material Liabilities. No Group Company has any liabilities or obligations of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, for an aggregate
amount in excess of RMB10,000,000 other than liabilities and obligations disclosed in the Audited Financial Statements.

     Section 5.13. Absence of Changes. Since the Balance Sheet Date, each Group Company has conducted its business in the ordinary course, in substantially the same manner in which it had been previously conducted
and there has not been:

     (a) any amendment of the memorandum and articles of association or other similar organizational documents (whether by merger, consolidation or otherwise) of any Group Company, other than pursuant to the
Restructuring;

     (b) any splitting, combination or reclassification of any shares of capital stock of any Group Company or declaration, setting aside or payment of any dividend or other distribution (whether in cash, stock or property
or any combination thereof) in respect of the capital stock of any Group Company, or redemption, repurchase or other acquisition or offer to redeem, repurchase, or otherwise acquire any Company Securities or any
Subsidiary Securities;

     (c) (i) any issuance, delivery or sale, or authorization of the issuance, delivery or sale of, any shares of any Company Securities or Subsidiary Securities, other than the issuance of Subsidiary Securities to any Group
Company or (ii) amendment of any term of any Company Security or any Subsidiary Security (in each case, whether by merger, consolidation or otherwise);
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     (d) any incurrence of any capital expenditures or any obligations or liabilities in respect thereof by any Group Company, except for those contemplated by the capital expenditure budget for the Group approved by a
majority of the board of directors of the Company (which majority shall include the directors to be designated by the Investors pursuant to the Shareholders’ Agreement) (the “Capex Budget”);

     (e) any acquisition (by merger, consolidation, acquisition of stock or assets or otherwise), directly or indirectly, by any Group Company of any assets, securities, properties, interests or businesses, other than supplies
in the ordinary course of business of such Group Company in a manner that is consistent with past practice;

     (f) any sale, lease or other transfer, or creation or incurrence of any Lien on, any assets, securities, properties, interests or businesses of any Group Company;

     (g) other than in connection with actions permitted by Section 5.13(c) or Section 5.13(d), the making by any Group Company of any loans, advances or capital contributions to, or investments in, any other Person,
other than in the ordinary course of business consistent with past practice;

     (h) except as disclosed in Schedule 5.13(h), the creation, incurrence, assumption or sufferance to exist by any Group Company of any Indebtedness;

     (i) any damage, destruction or other casualty loss (whether or not covered by insurance) affecting the business or assets of any Group Company that has had or could reasonably be expected to have, individually or in
the aggregate, a Material Adverse Effect;

     (j) (i) the entering into of any agreement or arrangement that limits or otherwise restricts in any material respect any Group Company or any of its Affiliates or any successor thereto or that could, after the Closing
Date, limit or restrict in any material respect any Group Company, any Investor or any of their respective Affiliates, from engaging or competing in any line of business, in any location or with any Person or (ii) the
entering into, amendment or modification in any material respect or termination of any Major Contract or waiver, release or assignment of any material rights, claims or benefits of any Group Company;

     (k) (i) the grant or increase of any severance or termination pay to (or amend any existing arrangement with) any director, officer or employee of any Group Company, (ii) any increase in benefits payable under any
existing severance or termination pay policies or employment agreements, (iii) except as set forth in Schedule 5.13(k)(iii), the entering into of any employment, deferred compensation or other similar agreement (or
amendment of any such existing agreement) with any director, officer or employee of any Group Company, (iv) the establishment, adoption or amendment (except as required by applicable
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Laws) of any collective bargaining, bonus, profit-sharing, thrift, pension, retirement, deferred compensation, compensation, stock option, restricted stock or other benefit plan or arrangement covering any director,
officer or employee of any Group Company or (v) any 15% or greater increase in compensation, bonus or other benefits payable to any director, officer or employee of any Group Company;

     (l) any labor dispute, other than routine individual grievances, or any activity or proceeding by a labor union or representative thereof to organize any employees of any Group Company, which employees were not
subject to a collective bargaining agreement at the Balance Sheet Date, or any material lockouts, strikes, slowdowns, work stoppages or threats thereof by or with respect to such employees;

     (m) any change in the Company’s methods of accounting, except as required by concurrent changes in GAAP as agreed to by its independent public accountants;

     (n) any settlement, or offer or proposal to settle, (i) any material litigation, investigation, arbitration, proceeding or other claim involving or against any Group Company, (ii) any stockholder litigation or dispute
against any Group Company or any of its officers or directors or (iii) any litigation, arbitration, proceeding or dispute that relates to the transactions contemplated hereby; or

     (o) any Tax election, change any annual tax accounting period made or changed, any method of tax accounting adopted or changed, any Tax returns amended or claims for Tax refunds filed, any closing agreement
entered, any Tax claim, audit or assessment settled, or any right to claim a Tax refund, offset or other reduction in Tax liability surrendered.

     Section 5.14. Compliance with Laws.

     (a) All Group Companies are, and at all times have been, in compliance with all applicable Laws in all material respects.

     (b) No event has occurred or circumstance exists that (with or without notice or lapse of time): (i) may constitute or result in a violation by any Group Company of, or a failure on the part thereof to comply with, any
applicable Laws in any material respect; or (ii) may give rise to any obligation on the part of any Group Company to undertake, or to bear all or any portion of the cost of, any remedial action of any nature. No Group
Company has received any notice or other communication (whether oral or written) from any Governmental Authority regarding: (x) any actual, alleged, possible, or potential violation of, or failure to comply with, any
applicable Laws; or (y) any actual, alleged, possible, or potential obligation on the part of any Group Company to undertake, or to bear all or any portion of the cost of, any remedial action of any nature.
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     (c) None of the Group Companies nor any of their respective directors, officers, agents, employees, or any other Person associated with or acting for or on behalf of the foregoing, has offered, paid, promised to pay,
or authorized the payment of any money, or offered, given a promise to give, or authorized the giving of anything of value, to any Government Official, to any political party or official thereof or to any candidate for
political office (or to any Person where any Group Company or any of its directors, officers, agents, employees or other Person knew or was aware of a high probability that all or a portion of such money or thing of
value would be offered, given or promised, directly or indirectly, to any Government Official, political party, party official, or candidate for political office) for the purposes of:

     (i) (x) influencing any act or decision of such Government Official, political party, party official, or candidate in his or its official capacity; (y) inducing such Government Official, political party, party official or
candidate to do or omit to do any act in violation of the lawful duty of such Government Official, political party, party official or candidate; or (z) securing any improper advantage; or

     (ii) inducing such Government Official, political party, party official, or candidate to use his or its influence with any Governmental Authority to affect or influence any act or decision of such Governmental
Authority, in order to assist the Company or any of its Subsidiaries in obtaining or retaining business for or with, or directing business to any Group Company, except insofar as the payment, gift, offer or promise
was lawful under the Laws of the country in which the Government Official, political party, party official or candidate for political office serves in such capacity.

     Section 5.15. No Litigation. There are no actions, suits, proceedings, claims or disputes (or any basis therefor) pending or threatened or contemplated, at law, in equity, in arbitration or before any Governmental
Authority, by or against any Group Company, any of its directors or officers or any of its assets or properties, that (a) purport to affect or pertain to this Agreement or any other Transaction Document, or (b) either
individually or in the aggregate, if determined adversely, have had, or could reasonably be expected to have, a Material Adverse Effect.

     Section 5.16. No Default. No Group Company is in default under or with respect to any Contract that, either individually or in the aggregate, has had, or could reasonably be expected to have, a Material Adverse
Effect. No default has occurred and is continuing or would result from the consummation of transactions contemplated in this Agreement and other Transaction Documents.

     Section 5.17. Property; Liens. (a) Each Group Company has (i) good record and marketable title in fee simple to, or valid leasehold interests in, all real property and (ii) good and marketable title to all other assets
and properties, in
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each case owned by or reflected in the Books and Records of such Group Company as owned by such Group Company, or necessary to, or used or currently intended to be used in, the ordinary conduct of the business
of such Group Company.

     (b) Each Group Company has maintained its assets and properties in good repair, working order and operating condition subject only to ordinary wear and tear, and all such assets and properties are fully adequate
and suitable for the purpose for which they are presently being used.

     (c) None of the assets or properties owned by or reflected in the Books and Records of any Group Company as owned by any Group Company, or necessary to, or used or currently intended to be used in, the ordinary
conduct of the business of any Group Company is subject to any Lien.

     Section 5.18. Tax. Each Group Company has filed all national, provincial and local Tax returns and reports required to be filed under the applicable Laws, and have paid all national, provincial and local Taxes,
assessments, fees and other governmental charges levied or imposed upon it or its assets or properties, revenue or income or otherwise due and payable in accordance with the requirements of the relevant tax authorities.
There is no proposed Tax assessment against any Group Company. There has been no claim concerning any liability for Taxes of any Group Company asserted, raised or threatened by any taxing authority and no
circumstances exist to form the basis for such a claim or issue which could be material to any Group Company.

     Section 5.19. Affiliate Transactions. All Contracts or transactions that are in force on the date hereof, to or by which any Group Company, on the one hand, and any Affiliate of any Group Company, on the other
hand, are or have been a party or otherwise bound or affected were on terms and conditions as favorable to the Group as would have been obtainable by it at the time in a comparable arm’s-length commercial transaction
with an unrelated party.

     Section 5.20. Intellectual Property.

     (a) Each Group Company owns or possesses sufficient legal rights to all Intellectual Property Rights as are necessary to the conduct of its businesses as now conducted and as presently proposed to be conducted. The
consummation of the transactions contemplated by this Agreement and the other Transaction Documents will not alter, encumber, impair or extinguish any Owned Intellectual Property Rights or Licensed Intellectual
Property Rights. None of such Intellectual Property Rights is being infringed by third parties.

     (b) All of the Licensed Intellectual Property Rights are in full force and effect in accordance with their terms, and are free and clear of any Liens. No Group Company is in default under any Licensed Intellectual
Property Right, and no such default is currently threatened.
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     (c) The conduct by the Group of its business does not infringe the rights of any third party in respect of any Intellectual Property Rights nor has any Group Company received any communication that a claim or
demand has been made, or threatened to be made to this effect.

     (d) No Group Company owns any trademarks.

     (e) No Group Company is registered by any Government Authority as the owner of any copyright.

     (f) Except for the domain names listed in Schedule 5.20(f), which domain names have been registered with the domain name registration institutions throughout the world, no Group Company is the registered owner
of any domain names. No Group Company is aware of any claim of any third party in respect of the domain names listed in Schedule 5.20(f).

     Section 5.21. Contracts.

     (a) Schedule 5.21(a) lists all Contracts that are in force on the date hereof to which any Group Company is party or by which any of its assets or properties may be bound or affected, that (w) require the payment by
or to any Group Company of aggregate amounts in excess of RMB1,000,000 on the date hereof or that have resulted in an obligation for any Group Company to pay, or the right for any Group Company to receive,
aggregate amounts in excess of RMB1,000,000, (x) is material to the business, operations, results of operations, condition (financial or otherwise), assets and properties or liabilities of the any Group Company,
(y) imposes material obligations (whether or not monetary) on any Group Company, or (z) is otherwise necessary or advisable for the proper and efficient operation of any Group Company (each, a “Major Contract”
and, collectively, the “Major Contracts”).

     (b) Each Major Contract: (i) is legal, valid, binding, enforceable and in full force and effect; and (ii) will not cease to be legal, valid, binding, enforceable and in full force and effect on identical terms as a result of
the transactions contemplated in this Agreement and other Transaction Documents.

     (c) No Group Company is in breach or default, or has repudiated any provision, of any such Major Contract and no event has occurred which with notice or lapse of time would constitute a breach or default, or
permit termination, modification or acceleration under any such Major Contract.

     (d) Schedule 5.21(d) lists all Contracts (other than Major Contracts) which are in force on the date hereof of the following types to which any Group Company is a party:
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     (i) Contracts that relate to the borrowing of money or extension of credit by any Group Company in each case in excess of RMB1,000,000; and

     (ii) material partnership, joint venture, distribution agreements, procurement arrangements or other similar Contracts or arrangements.

     (e) None of the Contracts to which the Company or any of its Subsidiary is a party restricts the right of any Group Company or its Affiliates to carry on or continue their respective business in the normal course or to
implement the respective business plan.

     (f) No Group Company has delegated any power or issued any powers of attorney in favor of any Person, other than powers of attorney issued to directors, officers, or employees of any Group Company for purpose
of executing contracts or agreements for and on behalf of such Group Company in the ordinary course of business.

     (g) All the Major Contracts have been revised, amended or modified to satisfy the requirements under the Laws of the PRC or as required from time to time by Governmental Authorities.

     Section 5.22. Environmental Matters. (a) (i) No notice, notification, demand, request for information, citation, summons or order has been received, no complaint has been filed, no penalty has been assessed and no
investigation, action, claim, suit, proceeding or review is pending or threatened by any Governmental Authority or other Person with respect to any matters relating to any Group Company and relating to or arising out
of any Environmental Law.

     (ii) There are no liabilities of or relating to any Group Company of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, arising under or relating to any
Environmental Law, and there are no facts, conditions, situations or set of circumstances which could reasonably be expected to result in or be the basis for any such liability.

     (iii) No polychlorinated biphenyls, radioactive material, lead, asbestos-containing material, incinerator, sump, surface impoundment, lagoon, landfill, septic, wastewater treatment or other disposal system or
underground storage tank (active or inactive) is or has been present at, on or under any property now or previously owned, leased or operated by any Group Company.

     (iv) No Hazardous Substance has been discharged, disposed of, dumped, injected, pumped, deposited, spilled, leaked, emitted or released at, on or under any property now or previously owned, leased or
operated by any Group Company in violation of any laws or regulations.
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     (v) Each Group Company is in compliance with all Environmental Laws and have obtained and are in compliance with all Environmental Permits; such Environmental Permits are valid and in full force and
effect and will not be terminated or impaired or become terminable, in whole or in part, as a result of the transactions contemplated hereby.

     (b) There has been no environmental investigation, study, audit, test, review or other analysis conducted in relation to the current or prior business of any Group Company or any property or facility now or previously
owned, leased or operated by any Group Company which has not been delivered to the Investors at least 10 days prior to the date hereof.

     (c) For purposes of this Section, the terms “Group Company” shall include any entity which is, in whole or in part, a predecessor of such Group Company.

     Section 5.23. Employees, Labor Matters, Etc.

     (a) There are no material labor disputes currently subject to any grievance procedure, arbitration or litigation with respect to any employee of any Group Company.

     (b) There are no written employment or consultancy agreements with respect to any employee of any Group Company that cannot be terminated by such Group Company by giving notice of three months or less to
the other parties to such agreements without giving rise to any claim for damages or compensation beyond such notice period, except required otherwise under applicable labor and employment related laws.

     Section 5.24. Licenses and Permits. All material Licenses of each Group Company necessary for the due establishment of each Group Company and for the carrying on of the businesses and operations by each
Group Company in the manner and to the extent now carried on by such Group Company and the acquisition and holding of the assets and properties of each Group Company have been or will be properly obtained, are
or will be in full force and effect and have been and will be complied with in all material respects. There is no outstanding or anticipated investigation, enquiry or proceeding which is reasonably likely to result in the
suspension, cancellation, modification or revocation of any such Licenses.

     Section 5.25. Representations. The representations and warranties contained in this Agreement, disregarding all qualifications and exceptions contained therein relating to materiality or Material Adverse Effect, are
true and correct with only such exceptions as would not in the aggregate reasonably be expected to have a Material Adverse Effect.
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     Section 5.26. Disclosure. (a) The Company has provided to the Investors all documents and information which the Investors have requested with respect to the decision of the Investors to enter into this Agreement
and other Transaction Documents. The Company has disclosed to the Investors all agreements, instruments and corporate or other restrictions to which any Group Company is subject and all other matters that,
individually or in the aggregate, has had, or could reasonably be expected to have, a Material Adverse Effect. All such information and statements in such documents and this Agreement and other Transaction
Documents (including all schedules and exhibits hereto) are true, correct and complete.

     (b) No report, financial statement, certificate or other information furnished (whether in writing or orally) by or on behalf of any Group Company to the Investors in connection with this Agreement or any other
Transaction Document (as modified or supplemented by other information so furnished) contains any material misstatement of fact or omits to state any material fact necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES REGARDING THE FOUNDERS AND THE

CONTROLLING SHAREHOLDERS

     Each of the Founders and the Controlling Shareholders represents and warrants to the Investors as of the date hereof and as of the Closing Date that:

     Section 6.01. Power and Authority. Each of the Founders and the Controlling Shareholders has the legal right and full power and authority to execute and deliver this Agreement and each other Transaction Document
to which he or she is a party and to perform his or her obligations hereunder and thereunder.

     Section 6.02. Enforceability.

     (a) Each of the Founders and the Controlling Shareholders has duly executed and delivered this Agreement and will execute and deliver each other Transaction Document to which he or she is a party by the Closing
Date.

     (b) This Agreement constitutes, and each other Transaction Document to which such Founder or Controlling Shareholder is a party (when executed) will constitute, the legal, valid and binding obligations of such
Founder or Controlling Shareholder, as applicable, enforceable against him or her in accordance with the terms hereof and thereof.

     Section 6.03. Non-contravention. The execution, delivery and performance by each Founder and each Controlling Shareholder of this
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Agreement and each other Transaction Document to which he or she is a party, and the consummation of the transactions contemplated hereby and thereby, do not and will not:

     (a) conflict with, contravene, result in a violation or breach of or default (with or without the giving of notice or the lapse of time or both); or

     (b) result in the creation of any Lien (or any obligation to create any Lien) upon any of the properties or assets of such Founder or Controlling Shareholder;

     in each case under (w) any Laws applicable to or binding on such Founder or Controlling Shareholder or any of its assets or properties, (x) any order, injunction, writ or decree of any Governmental Authority or any
arbitral award to which such Founder or Controlling Shareholder or any of his or her assets or properties is subject, or (y) any Contract, or any other agreement or instrument to which he or she is a party or by which any
of his or her assets or properties may be bound.

     Section 6.04. Governmental Authorization. No Consent by any Governmental Authority or any other Person is necessary or required in connection with the execution, delivery or performance by, or enforcement
against, any Founder or Controlling Shareholder under this Agreement or any other Transaction Document to which he or she is a party.

     Section 6.05. Ownership of Shares.

     (a) On the date hereof, (i) Ms. Liu, through Notable Enterprises Limited, a company formed under the laws of the British Virgin Islands and wholly-owned by Ms. Liu (the “Ms. Liu Holding Company”), owns 45%
of the outstanding shares of AGL; (ii) Mr. Sun, through Dragon Image Investment Ltd., a company formed under the laws of the British Virgin Islands and wholly-owned by Mr. Sun (the “Mr. Sun Holding
Company”), owns 7.5% of the outstanding shares of AGL; and (iii) Mr. Yang, through Daketala International Investment Holdings Ltd., a company formed under the laws of the British Virgin Islands and wholly-
owned by Mr. Yang (the “Mr. Yang Holding Company”), owns 7.5% of the outstanding shares of AGL, in each case free and clear of any Lien and any other limitation or restriction (including any restriction on the
right to vote, sell or otherwise dispose of such shares).

     (b) Immediately prior to the Closing, (i) Ms Liu, through the Ms. Liu Holding Company, will own 45% of the outstanding shares of the Company; (ii) Mr. Sun, through the Mr. Sun Holding Company, will own 7.5%
of the outstanding shares of the Company; and (iii) Mr. Yang, through the Mr. Yang Holding Company, will own 7.5% of the outstanding shares of the Company, in each case free and clear of any Lien and any other
limitation or restriction
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(including any restriction on the right to vote, sell or otherwise dispose of such shares) except for restrictions set forth in the Transaction Documents.

ARTICLE 7
REPRESENTATIONS AND WARRANTIES OF INVESTORS

     Each Investor represents and warrants to the Company as of the date hereof and as of the Closing Date that:

     Section 7.01. Corporate Status. Such Investor is duly organized, validly existing and in good standing under the laws of its jurisdictions of formation.

     Section 7.02. Power And Authority. Such Investor has the requisite power and authority to execute and deliver this Agreement and other Transaction Documents to which it is a party and to perform its obligations
hereunder and thereunder.

     Section 7.03. Enforceability. Such Investor has duly executed and delivered this Agreement. This Agreement constitutes, and other Transaction Documents to which it is a party (when executed) will constitute, the
legal, valid and binding obligations of such Investor, enforceable against it in accordance with the terms hereof and thereof.

     Section 7.04. Non-contravention. The execution, delivery and performance by such Investor of this Agreement do not and will not in any material respect conflict with, contravene, result in a violation or breach of or
default (with or without the giving of notice or the lapse of time or both) under (x) any Applicable Laws, (y) any order, injunction, writ or decree of any Governmental Authority or any arbitral award to which such
Investor is subject, or (z) the organization documents of such Investor.

     Section 7.05. Purchase for Investment. Such Investor is purchasing the Series A Shares for investment for its own account or for the accounts of its Permitted Transferees (as defined in the Shareholders’ Agreement)
and not with a view to, or for sale in connection with, any distribution thereof (except for transfers to its Permitted Transferees). Such Investor (either alone or together with its advisors) has sufficient knowledge and
experience in financial and business matters so as to be capable of evaluating the merits and risks of its investment in the Series A Shares and is capable of bearing the economic risks of such investment.

     Section 7.06. Legends. Investors acknowledge that each certificate evidencing the securities issued pursuant to this Agreement may bear the following legends:
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     (a) “THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED, AND THE RULES AND
THE REGULATIONS PROMULGATED THEREUNDER, AS IN EFFECT FROM TIME TO TIME (THE “SECURITIES ACT”) OR ANY SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. SUCH
SECURITIES MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED WITHIN THE UNITED STATES OR TO ANY UNITED STATES PERSON EXCEPT PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT.”

     (b) Any legend required by any other applicable securities Laws.

     Section 7.07. Litigation. There is no action, suit, investigation or proceeding pending against, or to the knowledge of such Investor threatened against or affecting, such Investor before any arbitrator or any
Governmental Authority which in any manner challenges or seeks to prevent, enjoin, alter or materially delay the transactions contemplated by this Agreement and the other Transaction Documents.

ARTICLE 8
COVENANTS OF THE GROUP, FOUNDERS AND CONTROLLING SHAREHOLDERS

     Section 8.01. Conduct of the Company. From the date hereof until the Closing Date, each Group Company shall, and each of the Founders and Controlling Shareholders shall cause each Group Company to, conduct
its business in the ordinary course consistent with past practice and use its best efforts to (i) preserve intact its present business organization, (ii) maintain in effect all of its licenses, permits, consents, franchises,
approvals and authorizations, (iii) preserve or renew all of its registered patents, trademarks, tradenames, and service marks, (iv) keep available the services of its directors, officers and key employees, (v) maintain
satisfactory relationships with its customers, lenders, suppliers and others having material business relationships with it, (vi) manage its working capital (including the timing of collection of accounts receivable and of
the payment of accounts payable and the management of inventory) in the ordinary course of business consistent with past practice and (vii) continue to make capital expenditures consistent with the Capex Budget.
Without limiting the generality of the foregoing, except as expressly contemplated by this Agreement, each Group Company shall not, and each Founder and each Controlling Shareholder shall cause each Group
Company not to:

     (a) amend its articles of incorporation, bylaws or other similar organizational documents (whether by merger, consolidation or otherwise);
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     (b) split, combine or reclassify any of its or its Subsidiaries’ shares of capital stock or declare, set aside or pay any dividend or other distribution (whether in cash, stock or property or any combination thereof) in
respect of its or its Subsidiaries capital stock, or redeem, repurchase or otherwise acquire or offer to redeem, repurchase, or otherwise acquire any Company Securities or any Subsidiary Securities;

     (c) (i) issue, deliver or sell, or authorize the issuance, delivery or sale of, any shares of any Company Securities or Subsidiary Securities, other than the issuance of any Subsidiary Securities to any Group Company or
(ii) amend any term of any Company Security or any Subsidiary Security (in each case, whether by merger, consolidation or otherwise);

     (d) incur any capital expenditures or any obligations or liabilities in respect thereof, except for (i) those contemplated by the Capex Budget and (ii) any unbudgeted capital expenditures not to exceed RMB5,000,000
individually or RMB10,000,000 in the aggregate;

     (e) acquire (by merger, consolidation, acquisition of stock or assets or otherwise), directly or indirectly, any assets, securities, properties, interests or businesses, other than (i) supplies in the ordinary course of
business of such Group Company in a manner that is consistent with past practice and (ii) acquisitions with a purchase price (including assumed indebtedness) that does not exceed RMB1,000,000 individually or
RMB2,000,000 in the aggregate;

     (f) sell, lease or otherwise transfer, or create or incur any Lien on, any Group Company’s assets, securities, properties, interests or businesses;

     (g) other than in connection with actions permitted by Section 8.01(d) or Section 8.01(e), make any loans, advances or capital contributions to, or investments in, any other Person, other than in the ordinary course of
business consistent with past practice;

     (h) create, incur, assume, suffer to exist or otherwise be liable with respect to any Indebtedness;

     (i) (i) enter into any agreement or arrangement that limits or otherwise restricts in any material respect any Group Company or any of its Affiliates or any successor thereto or that could, after the Closing Date, limit
or restrict in any material respect any Group Company, any Investor or any of their respective Affiliates, from engaging or competing in any line of business, in any location or with any Person or (ii) enter into, amend
or modify in any material respect or terminate any contract required to be disclosed by Section 5.21(a) or otherwise waive, release or assign any material rights, claims or benefits of any Group Company;
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     (j) (i) grant or increase any severance or termination pay to (or amend any existing arrangement with) any director, officer or employee of any Group Company except as required by law or pursuant to the
employment agreements disclosed in Schedule 5.13(k)(iii), (ii) increase benefits payable under any existing severance or termination pay policies or employment agreements, (iii) enter into any employment, deferred
compensation or other similar agreement (or amend any such existing agreement) with any director, officer or employee of the any Group Company, (iv) establish, adopt or amend (except as required by applicable
Laws) any collective bargaining, bonus, profit-sharing, thrift, pension, retirement, deferred compensation, compensation, stock option, restricted stock or other benefit plan or arrangement covering any director, officer
or employee of any Group Company or (v) increase compensation, bonus or other benefits payable to any director, officer or employee of any Group Company;

     (k) change the Group’s methods of accounting, except as required by concurrent changes in GAAP, as agreed to by its independent public accountants;

     (l) settle, or offer or propose to settle, (i) any material litigation, investigation, arbitration, proceeding or other claim involving or against any Group Company, (ii) any stockholder litigation or dispute against any
Group Company or any of its officers or directors or (iii) any litigation, arbitration, proceeding or dispute that relates to the transactions contemplated hereby;

     (m) make or change any Tax election, change any annual tax accounting period, adopt or change any method of tax accounting, amend any Tax returns or file claims for Tax refunds, enter any closing agreement,
settle any Tax claim, audit or assessment, or surrender any right to claim a Tax refund, offset or other reduction in Tax liability;

     (n) take any action that would make any representation or warranty of any Group Company hereunder, or omit to take any action necessary to prevent any representation or warranty of any Group Company
hereunder from being, inaccurate in any respect at, or as of any time before, the Closing Date; or

     (o) agree, resolve or commit to do any of the foregoing.

     Section 8.02. Use of Proceeds. The entire proceeds from the sale of the Series A Shares pursuant to Article 2 and the additional investment pursuant to Article 3 shall be deposited into the Company’s bank account
and any withdrawals from such account shall require the prior written consent by each of the Investors and the Company. No withdrawal from such account shall be allowed unless (i) such withdrawal is permitted by,
and the funds to be so withdrawn are to be used pursuant to, a budget and business plan approved by the board of directors of the Company (including the directors to be designated by the Investors pursuant to the
Shareholders’ Agreement) or (ii) such withdrawal has been made upon the prior written consent by each of the Company and the Investors.
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     Section 8.03. Information Rights. The Company shall deliver to each Investor, in form and detail satisfactory to the Investors, the following:

     (a) Quarterly Statements — as soon as available, but in any event within 45 days after the end of each of the first three fiscal quarters of each fiscal year of the Company, duplicate copies of

     (i) a consolidated balance sheet of the Group as at the end of such fiscal quarter, and

     (ii) the related consolidated statement of income and operations, shareholders’ equity, cash flow and changes in financial position of the Group for such fiscal quarter and (in the case of the second and third
quarters) for the portion of the fiscal year ending with such fiscal quarter, in each case setting forth in comparative form the figures for the corresponding periods in the previous fiscal year, prepared in accordance
with GAAP (or U.S. GAAP or IFRS, after the adoption of such international accounting principals by the Company pursuant to Section 8.10) applied on a consistent basis, and certified by the Chief Financial
Officer of the Company as fairly presenting, in all material respects, the financial position of the companies being reported on and their results of operations and cash flows in accordance with the applicable
accounting principals then used by the Group, subject only to normal year-end audit adjustments and the absence of footnotes;

     (b) Annual Statements — as soon as available, but in any event within 90 days after the end of each fiscal year of the Company, duplicate copies of

     (i) a consolidated balance sheet of the Group as at the end of such fiscal year, and

     (ii) the related consolidated statements of operations, shareholders’ equity, cash flow and changes in financial position of the Group for such fiscal year, setting forth in each case in comparative form the figures
for the previous fiscal year, prepared in accordance with the accounting principals then used by the Group applied on a consistent basis, audited by, and accompanied by a report and opinion thereon of, a “big four”
international accounting firm or another accounting firm selected by the Investors, which opinion shall state that such financial statements present fairly, in all material respects, the financial position of the
companies being reported upon and their results of operations and cash flows and have been prepared in conformity with the applicable accounting principals applied on a consistent basis, that the examination of
such accountants in connection with such financial statements has been made in accordance with generally accepted auditing standards, that such report and opinion are not subject to any “going concern” or like
qualification or exception or any qualification or exception as to the scope
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of such audit, and that such audit provides a reasonable basis for such opinion in the circumstances;

     (c) Audit Reports, etc. — as soon as available, but in any event within five Business Days after receipt thereof, copies of all management letters and reports submitted to any Group Company by independent certified
public accountants in connection with any annual, interim or special audit of the Group made by such accountants;

     (d) Notices from Governmental Authority — as soon as available, but in any event within five days of receipt thereof, copies of any notice to any Group Company from any Governmental Authority relating to any
order, ruling, statute or other Laws that could reasonably be expected to have a Material Adverse Effect;

     (e) Notice of Litigation — as soon as possible, but in any event within five Business Days, after any Group Company receives actual notice (written or oral) of any proceeding(s) being instituted against any Group
Company in any national, provincial, or local court or before any commission or other regulatory body (national, provincial, or local) or arbitration body.

     (f) Requested Information — with reasonable promptness, such other data and information relating to the business, operations, affairs, financial condition, assets or property of any Group Company or relating to the
ability of any Group Company, any Founder or any Controlling Shareholder to perform its or his or her obligations under this Agreement as from time to time may be reasonably requested by Investors;

     (g) Monthly Reports — within five Business Days of the end of each calendar month, (i) a monthly report of cash receipts and cash disbursements of the Group for the calendar month most recently ended and (ii) a
projected monthly report of cash receipts and cash disbursements of the Group for the then current calendar month, in each case substantially in the form agreed to between the Company and the Investors prior to the
Closing Date.

     Section 8.04. Inspection Right. Each Group Company shall allow each Investor, or any person designated from time to time by such Investor, from time to time hereafter, to call at any Group Company’s place or
places of business during ordinary business hours, and, without hindrance or delay by any Group Company, (a) to inspect, audit, check, and makes copies of and extracts from any Group Company’ books, records,
journals, orders, receipts, and any correspondence and other data relating to the business of any Group Company or to any transactions between the parties hereto, and (b) to discuss the affairs, finances, and business of
any Group Company with the officers of any Group Company.
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     Section 8.05. Compliance with Law. The Company and its Subsidiaries shall comply in all material respects with the requirements of all applicable Laws.

     Section 8.06. Books and Records. Each Group Company shall (a) maintain proper books of record and account, in which full, true and correct entries in conformity with the then adopted accounting principals
consistently applied shall be made of all financial transactions and matters involving the assets, properties and business of such Group Company; and (b) maintain such books of record and account in material
conformity with all applicable requirements of any Governmental Authority having regulatory jurisdiction over such Group Company.

     Section 8.07. Restructuring. Each of the Founders, the Controlling Shareholders, the Company and AGL shall, and shall cause all other shareholders of AGL and the Company to, complete the Restructuring prior to
the Closing.

     Section 8.08. Other Transaction Documents. Each of the Founders, the Controlling Shareholders and the Group Companies shall execute and deliver each other Transaction Document to which it is a party by the
Closing.

     Section 8.09. Amended And Restated Memorandum And Articles. Each of the Founders and the Controlling Shareholders shall, and shall cause the board of directors of the Company and the other shareholders of the
Company to, approve and adopt the Amended and Restated Memorandum and Articles by the Closing. The Amended and Restated Memorandum and Articles shall include the provisions set forth in Annex II attached
hereto.

     Section 8.10. Adoption of International Accounting Standards. As soon as practicable after the Closing, the Group shall adopt U.S. GAAP or IFRS for all internal accounting and external accounting reports made to
shareholders or investors. U.S. GAAP or IFRS will be the accounting standard applied to all valuation matters with respect to the obligations of each Group Company, each Founder and each Controlling Shareholder to
the Investors.

     Section 8.11. IPO. Each Group Company, each Founder and each Controlling Shareholder shall use its or his or her best efforts to complete the IPO by the third anniversary of the Closing Date.

     Section 8.12. Acquisition of Shenzhen Our New Medical Technology Co. Ltd. Each of the founders and the Controlling Shareholders agrees to use his or her best efforts to effectuate the acquisition of Shenzhen Our
New Medical Technology Co. Ltd. by the Company or its Subsidiaries, subject to the prior written consent by the Investors.

     Section 8.13. Employment Contracts. As soon as practicable after the Closing, each of the Founders and the Company shall enter into an employment
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contract, in a form satisfactory to the Investors, for a term of no less than three years.

     Section 8.14. Non-Competition Agreement. As soon as practicable after the Closing, the Company shall enter into a non-competition agreement with each of the Founders. Such non-competition agreements shall
provide, among other provisions, that none of the Founders nor their respective Affiliates shall (i) join or establish any business entity engaging in any activities that compete with any Group Company, (ii) employ any
employees of any Group Company or solicit any such employee to terminate his employment relationship with such Group Company, (iii) engage in any transactions or dealings with any customer of any Group
Company that may compete with the business of any Group Company, or (iv) otherwise engage in any activities outside the Group that may compete with the business of any Group Company without the approval by a
majority of the directors of the Company (which majority shall include the directors designated by the Investors).

     Section 8.15. Intellectual Property Rights. (a) Each of the Founders and Controlling Shareholders agrees that the Group shall have a right of first refusal to purchase any technology or Intellectual Property Rights
relating to the provision of medical services or manufacture of medical equipment, in each case owned or developed by any Founder or Controlling Shareholder or any of their respective Affiliates. The Company shall
not exercise such right of first refusal without the approval by a majority of the directors of the Company (which majority shall include the directors designated by the Investors).

     (b) As soon as practicable after the Closing, the Company shall enter into an intellectual property rights agreement with each of the Group’s employees and consultants in form and substance satisfactory to the
Investors providing that all Intellectual Property Rights, including trademarks, logos, patents and inventions, developed by such employees and consultants shall be owned by the Group and governing the transfer and
protection of such Intellectual Property Rights. The Founders and Controlling Shareholders shall cause each of the Group’s employees and consultants to enter into such intellectual property rights agreement.

     Section 8.16. Employee Stock Options. (a) The majority of the directors of the Company (which majority shall include the directors designated by the Investors) may adopt an employee stock option plan under which
the Company is authorized to grant a maximum number of share options equal to 7% of the Ordinary Shares outstanding on (x) the IPO Date or (y) April 30, 2009, whichever is earlier, calculated on a Fully-Diluted
basis.

     (b) If the 2008 Net Income is greater than RMB110,000,000, the Company shall, promptly after March 31, 2009, grant a number of share options to its qualifying executives and key employees equal to (x) 2008 Net
Income minus RMB110,000,000 divided by (y) RMB10,000,000 multiplied by (z) 3%;
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provided that the total number of share options granted pursuant to this Section 8.16(b) shall not exceed 7% of the Ordinary Shares outstanding on December 31, 2008, calculated on a Fully-Diluted basis. The exercise
price of the share options shall equal to the per share price at which Carlyle has mostly recently obtained Series A Shares, whether through subscription or conversion of any loans that the Company owes to Carlyle.

ARTICLE 9
COVENANTS OF ALL PARTIES

     Each party hereto agrees that:

     Section 9.01. Best Efforts; Further Assurance. (a) Subject to the terms and conditions of this Agreement, it will use its best efforts to take, or cause to be taken, all actions and to do, or cause to be done, all things
necessary or desirable under applicable Laws to consummate the transactions contemplated by this Agreement and the other Transaction Documents, including (i) preparing and filing as promptly as practicable with any
Governmental Authority or other third party all documentation to effect all necessary filings, notices, petitions, statements, registrations, submissions of information, applications and other documents and (ii) obtaining
and maintaining all Consents required to be obtained from any Governmental Authority or other third party that are necessary, proper or advisable to consummate the transactions contemplated by this Agreement and
the other Transaction Documents. Each of the Group, the Founders and the Controlling Shareholders agrees to deliver such other documents, certificates, agreements and other writings and to take such other actions as
may be necessary or desirable in order to consummate or implement expeditiously the transactions contemplated by this Agreement and the other Transaction Documents.

     Section 9.02. Certain Filings. It shall cooperate with the other parties hereto (i) in determining whether any action by or in respect of, or filing with, any Governmental Authority is required, or any actions, Consents
or waivers are required to be obtained from parties to any material contracts, in connection with the consummation of the transactions contemplated by this Agreement and the other Transaction Documents and (ii) in
taking such actions or making any such filings, furnishing information required in connection therewith and seeking timely to obtain any such actions, consents, approvals or waivers.

     Section 9.03. Public Announcements. The parties agree to consult with each other before issuing any press release or making any public statement with respect to this Agreement or any other Transaction Document
or the transactions contemplated hereby or thereby and, except for any press releases and public statements the making of which may be required by applicable Laws or any listing agreement with any securities
exchange, will not issue any such press release or make any such public statement prior to such consultation.
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ARTICLE 10
CONDITIONS TO CLOSING

     Section 10.01. Conditions to Obligations of the Investors. The obligations of each Investor to consummate the Closing are subject to the satisfaction of the following conditions:

     (a) Representations. The representations and warranties set forth in Article 5 and Article 6 shall be true and correct as of the Closing Date as if made at and as of such date.

     (b) Performance. Each of the Group Companies, the Founders and the Controlling Shareholders shall have performed and complied with all covenants, undertakings, agreements, obligations and conditions required
to be performed or complied with by it on or prior to the Closing Date under this Agreement or any other Transaction Documents.

     (c) Government Approval. Each of the Group Companies, the Founders and the Controlling Shareholders shall have obtained all Consents of all applicable Governmental Authorities for the consummation of the
transactions contemplated by Agreement and the other Transaction Documents and all such Consents shall be effective as of the Closing.

     (d) Corporate Authorization. The board of directors and the shareholders of each Group Company shall have approved this Agreement in accordance with its organizational documents.

     (e) No Litigation. There shall not be threatened, instituted or pending any action or proceeding by any Person before any Governmental Authority or any arbitration body against any of the Group Companies, the
Founders, the Controlling Shareholders and the Investors seeking to enjoin, delay, challenge the validity of, or assert any liability against any of them on account of, this Agreement or any other Transaction Document.

     (f) No Material Adverse Change. There shall have been no event or circumstance on or prior to the Closing that has had or could be reasonably expected to have, either individually or in the aggregate, a Material
Adverse Effect.

     (g) Restructuring. The Restructuring shall have been completed by the Closing Date.

     (h) Amended and Restated Convertible Loan Agreement. The parties to the Existing Loan Agreement and the Company shall have amended and restated the Existing Loan Agreement in whole by and with the
Amended and Restated Convertible Loan Agreement, which Amended and Restated Convertible Loan Agreement shall be valid and effect on the Closing Date.
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     (i) Amended and Restated Memorandum and Articles. The board of directors and the shareholders of the Company shall have approved and duly adopted the Amended and Restated Memorandum and Articles, which
Amended and Restated Memorandum and Articles shall be valid and effective on the Closing Date.

     (j) Shareholders’ Agreement. The Company and each Person who is existing shareholder of the Company shall have executed and delivered the Shareholders’ Agreement, which Shareholders’ Agreement shall be
valid and effective on the Closing Date.

     (k) Lease Permit. Either (i) Aohua has obtained a Lease Permit or (ii) a newly formed Subsidiary of the Company has obtained a Lease Permit and Aohua has duly assigned or novated to such newly formed
Subsidiary of the Company each and all of the lease agreements of Aohua existing as of the Closing Date.

     (l) Opinion of the Company’s Cayman Islands Counsel. The Investors shall have received from the Cayman Islands counsel for the Company a legal opinion, dated the Closing Date, in form and substance
satisfactory to the Investors. Such opinion shall be satisfactory to the Investors, to the effect, without limitation, that (i) the Company is duly incorporated and validly existing in good standing under the laws of the
Cayman Islands; (ii) the Company has the necessary corporate power and authority to enter into all Transaction Documents and perform its obligations thereunder; (iii) the Company has taken all corporate actions
required to authorize its execution, delivery and performance of all Transaction Documents; (iv) the existing shareholders hold 100% of the share capital of the Company; (v) all Transaction Documents have been duly
executed and delivered by or on behalf of the Company, and constitutes a valid and binding obligation of the Company enforceable in accordance with the terms thereof; (vi) the execution, delivery and performance of
each Transaction Document will not violate the memorandum and articles of association of the Company or any applicable Laws of the Cayman Islands; and (vii) no Consent by any Governmental Authority of the
Cayman Islands is required to authorize or is required in connection with the execution, delivery, performance or enforcement of any Transaction Document.

     (m) Opinion of the Company’s British Virgin Islands Counsel. The Investors shall have received from the British Virgin Islands counsel for the Company a legal opinion, dated the Closing Date, in form and
substance satisfactory to the Investors. Such opinion shall be satisfactory to the Investors, to the effect, without limitation, that (i) each of AGL and OMS is duly incorporated and validly existing in good standing under
the laws of the British Virgin Islands; (ii) the Company holds 100% of the share capital of AGL; (iii) AGL holds 100% of the share capital of OMS; and (iv) no Consent by any Governmental Authority of the British
Virgin Islands is required to authorize or is required in connection with the execution, delivery, performance or enforcement of this Agreement.
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     (n) Opinion of the Company’s PRC Counsel. The Investors shall have received from the PRC counsel for the Company a legal opinion, dated the Closing Date, in form and substance satisfactory to the Investors.
Such opinion shall be satisfactory to the Investors, to the effect, without limitation, that (i) each of the PRC Subsidiaries has been duly established and is validly existing under the Laws of the PRC and has obtained all
necessary Consents of all applicable Governmental Authorities for its lawful engagement in the business that it is currently conducting; (ii) each of the PRC Subsidiaries legally owns, or possesses the legal right to use,
the tangible and intangible assets employed in the operation of its business; and (iii) the transactions contemplated by the Transaction Documents complies with all applicable Laws of the PRC.

     (o) Opinion of the Investors’ PRC Counsel. The Investors shall have received from their PRC counsel a legal opinion, dated the Closing Date, in form and substance satisfactory to the Investors. Such opinion shall be
satisfactory to the Investors, to the effect, without limitation, that (i) the structure of the transactions contemplated in this Agreement comply with all applicable PRC Laws; (ii) all required Consents have been obtained
from the relevant Government Authorities; (iii) Aohua holds valid title to all the tangible and intangible assets used in the operation of its business; (iv) the operations of the Group comply with all applicable PRC Laws;
and (v) there are no existing PRC Laws that could be reasonably expected to prohibit the listing of the Company on an overseas stock exchange.

     (p) Process Agent. Each of the Group Companies, the Founders and the Controlling Shareholders shall have irrevocably appointed a process agent in New York City, New York to accept, for and on its behalf, service
of notice, request or other communication or process in any legal action or proceedings arising out of or in connection with this Agreement or any other Transaction Documents.

     (q) Other Assurances. The Investors shall have received such other assurances, certificates, documents, consents or opinions as the Investors reasonably may require.

     (r) Compliance Certificate. The Company shall have delivered to the Investors a certificate, dated the Closing Date, signed by a director of the Company, in form and substance satisfactory to the Investors, certifying
that the conditions set forth in this Article 10 have been satisfied as of the Closing Date.

ARTICLE 11
SURVIVAL; INDEMNIFICATION

     Section 11.01. Survival. The representations and warranties and covenants and agreements of the parties hereto contained in this Agreement or in any certificate or other writing delivered pursuant hereto or in
connection herewith shall survive the Closing indefinitely.
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     Section 11.02. Indemnification. (a) Effective at and after the Closing, each of the Group Companies, the Founders and the Controlling Shareholders agrees to indemnify, jointly and severally, the Investors, their
respective Affiliates and their respective successors and assignees against and agree to hold each of them harmless from any and all damage, loss, liability and expense (including reasonable expenses of investigation
and reasonable attorneys’ fees and expenses in connection with any action, suit or proceeding whether involving a third party claim or a claim solely between the parties hereto and any incidental, indirect or
consequential damages, losses, liabilities or expenses, and any lost profits or diminution in value) (“Damages”), incurred or suffered by the Investors, their respective Affiliates and their respective successors and
assignees arising out of any misrepresentation or breach of warranty by any Group Company, any Founder or any Controlling Shareholder (determined, without regard to any qualification or exception contained therein
relating to materiality or Material Adverse Effect or any similar qualification or standard, including specified dollar thresholds) (each such misrepresentation and breach of warranty a “Warranty Breach”) or breach of
covenant or agreement made or to be performed by any Group Company, any Founder or any Controlling Shareholder pursuant to this Agreement regardless of whether such Damages arise as a result of the negligence,
strict liability or any other liability under any theory of law or equity of, or violation of any law by, any of the Investors, their respective Affiliates or their respective successors or assignees.

     (b) Notwithstanding anything to the contrary in this Agreement, each of the Group Companies, the Founders and the Controlling Shareholders agrees to indemnify, jointly and severally, the Investors, their respective
Affiliates and their respective successors and assignees from and against all Damages (including all reasonable costs and expenses of investigation by engineers, environmental consultants and similar technical
personnel), whether accrued, contingent, absolute, determined, determinable or otherwise, incurred or suffered by Investors, any of such Affiliates or any of their respective successors and assignees which relate to the
Company or any Subsidiary and which arise out of or relate to (i) any Environmental Law or Hazardous Substance and (ii) actions occurring or conditions existing on or prior to the Closing Date regardless of whether
such Damages arise as a result of the negligence, strict liability or any other liability under any theory of law or equity of, or violation of any law by, Investors, any of their respective Affiliates or their respective
successors or assigns.

     (c) Notwithstanding anything to the contrary in this Agreement, each of the Group Companies, the Founders and the Controlling Shareholders agrees to indemnify, jointly and severally, the Investors, their respective
Affiliates and their respective successors and assignees from (x) the Tax of the Company or any of its Subsidiaries related to a Pre-Closing Tax Period, and (y) all Damages arising out of or incident to the imposition,
assessment or assertion of any Tax described in (x) or any failure to pay such Tax.
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     Section 11.03. Procedures. The party seeking indemnification under 11.02 (the “Indemnified Party”) agrees to give prompt notice to the party against whom indemnity is sought (the “Indemnifying Party”) of the
assertion of any claim, or the commencement of any suit, action or proceeding in respect of which indemnity may be sought under such Section. The Indemnifying Party may at the request of the Indemnified Party
participate in and control the defense of any such suit, action or proceeding at its own expense. The Indemnifying Party shall not be liable under 11.02 for any settlement effected without its consent of any claim,
litigation or proceeding in respect of which indemnity may be sought hereunder.

ARTICLE 12
TERMINATION

     Section 12.01. Grounds for Termination. This Agreement may be terminated at any time prior to the Closing:

     (a) by mutual written agreement of the Company and the Investors; or

     (b) by either the Company or the Investors if there shall be any Applicable Law that makes consummation of the transactions contemplated hereby illegal or otherwise prohibited or if consummation of the
transactions contemplated hereby would violate any nonappealable final order, decree or judgment of any Governmental Authority having competent jurisdiction.

The party desiring to terminate this Agreement pursuant to clause 12.01(b) shall give notice of such termination to the other party.

     Section 12.02. Effect of Termination. If this Agreement is terminated as permitted by Section 12.01, such termination shall be without liability of either party (or any stockholder, director, officer, employee, agent,
consultant or representative of such party) to the other party to this Agreement; provided that if such termination shall result from the (i) willful failure of either party to fulfill a condition to the performance of the
obligations of the other party, (ii) failure to perform a covenant of this Agreement or (iii) breach by either party hereto of any representation or warranty or agreement contained herein, such party shall be fully liable for
any and all Damages incurred or suffered by the other party as a result of such failure or breach. The provisions of this Section 12.02 and Sections 13.06, 13.07 and 13.08 shall survive any termination hereof pursuant to
Section 12.01.
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ARTICLE 13
MISCELLANEOUS

     Section 13.01. Notices. All notices and other communications hereunder shall be in writing and shall be deemed effectively given upon personal delivery to the party to be notified; on the next Business Day after
delivery to a recognized overnight courier service; upon confirmation of receipt of a facsimile transmission; or five days after deposit with a recognized postal service, by registered or certified mail (return receipt
requested), postage prepaid, to the parties at the following addresses (or at such other address for a party as shall be specified by like notice; provided that notices of a change of address shall be effective only upon
receipt thereof):

     If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Facsimile: 86-10-6505-3796
Attention: Ms. Shirley Chen

     If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chaoyang District
Beijing 100020
People’s Republic of China
Facsimile: 86-10-8529-9877
Attention: Mr. Xiao Feng

     If to the Company, to:

Concord Medical Services Holdings Limited
P.O. Box 219
17/F, International Trade Building
Renmin Road South
Shenzhen, PRC
Facsimile: 86-755-8221-3077
Attention: Mr. Steve Sun, Chief Financial Officer
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or such other address or facsimile number as such party may hereafter specify for the purpose by notice to the other parties hereto. All such notices, requests and other communications shall be deemed received on the
date of receipt by the recipient thereof if received prior to 5:00 p.m. in the place of receipt and such day is a Business Day in the place of receipt. Otherwise, any such notice, request or communication shall be deemed
not to have been received until the next succeeding Business Day in the place of receipt.

     Section 13.02. Amendments and Waivers. (a) Any provision of this Agreement may be amended or waived if, but only if, such amendment or waiver is in writing and is signed, in the case of an amendment, by each
party to this Agreement, or in the case of a waiver, by the party against whom the waiver is to be effective.

     (b) No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof
or the exercise of any other right, power or privilege. The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law.

     Section 13.03. Disclosure Schedule References. The parties hereto agree that any reference in a particular Section of the Disclosure Schedule shall, unless otherwise stated therein, only be deemed to be an exception
to (or, as applicable, a disclosure for purposes of) the representations and warranties (or covenants, as applicable) of the relevant party that are contained in the corresponding Section of this Agreement.

     Section 13.04. Expenses. Except as otherwise provided herein, all costs and expenses incurred in connection with this Agreement shall be paid by the party incurring such cost or expense. The Company shall pay all
reasonable out-of-pocket costs and expenses of Investors in connection with the negotiation of, preservation of rights under, and enforcement of, this Agreement and the documents and instruments referred to herein
(including, without limitation, the reasonable fees and disbursements of counsel for the Investors). In the event that the Investors pay any of the costs and expenses for which the Company is responsible for paying
under this Section 13.04, the Company shall promptly reimburse the Investors for all such costs and expenses.

     Section 13.05. Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns; provided that no party may
assign, delegate or otherwise transfer any of its rights or obligations under this Agreement without the consent of each other party hereto; except that Investors may transfer or assign its rights and obligations under this
Agreement, in whole or from time to time in part, to (i) one or more of its Affiliates at any time and (ii) after the Closing Date, to any Person; provided that no such transfer or assignment shall relieve Investors
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of its obligations hereunder or enlarge, alter or change any obligation of any other party hereto or due to Investors.

     Section 13.06. Governing Law. This Agreement shall be governed by and construed in accordance with the law of the State of New York, without regard to the conflicts of law rules of such state.

     Section 13.07. Jurisdiction. The parties hereto agree that any suit, action or proceeding seeking to enforce any provision of, or based on any matter arising out of or in connection with, this Agreement or the
transactions contemplated hereby shall be brought in the United States District Court for the Southern District of New York or any New York State court sitting in New York City, so long as one of such courts shall have
subject matter jurisdiction over such suit, action or proceeding, and that any cause of action arising out of this Agreement shall be deemed to have arisen from a transaction of business in the State of New York, and each
of the parties hereby irrevocably consents to the jurisdiction of such courts (and of the appropriate appellate courts therefrom) in any such suit, action or proceeding and irrevocably waives, to the fullest extent permitted
by law, any objection that it may now or hereafter have to the laying of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding brought in any such court has been
brought in an inconvenient forum. Process in any such suit, action or proceeding may be served on any party anywhere in the world, whether within or without the jurisdiction of any such court. Without limiting the
foregoing, each party agrees that service of process on such party as provided in Section 13.01 shall be deemed effective service of process on such party.

     Section 13.08. WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING
OUT OF OR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

     Section 13.09. Counterparts; Effectiveness; Third Party Beneficiaries. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures
thereto and hereto were upon the same instrument. This Agreement shall become effective when each party hereto shall have received a counterpart hereof signed by all of the other parties hereto. Until and unless each
party has received a counterpart hereof signed by the other party hereto, this Agreement shall have no effect and no party shall have any right or obligation hereunder (whether by virtue of any other oral or written
agreement or other communication). No provision of this Agreement is intended to confer any rights, benefits, remedies, obligations, or liabilities hereunder upon any Person other than the parties hereto and their
respective successors and assigns.
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     Section 13.10. Entire Agreement. This Agreement constitutes the entire agreement between the parties with respect to the subject matter of this Agreement and supersedes all prior agreements and understandings,
both oral and written, between the parties with respect to the subject matter of this Agreement.

     Section 13.11. Severability. If any term, provision, covenant or restriction of this Agreement is held by a court of competent jurisdiction or other Governmental Authority to be invalid, void or unenforceable, the
remainder of the terms, provisions, covenants and restrictions of this Agreement shall remain in full force and effect and shall in no way be affected, impaired or invalidated so long as the economic or legal substance of
the transactions contemplated hereby is not affected in any manner materially adverse to any party. Upon such a determination, the parties shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the parties as closely as possible in an acceptable manner in order that the transactions contemplated hereby be consummated as originally contemplated to the fullest extent possible.

     Section 13.12. Specific Performance. The parties hereto agree that irreparable damage would occur if any provision of this Agreement were not performed in accordance with the terms hereof and that the parties
shall be entitled to an injunction or injunctions to prevent breaches of this Agreement or to enforce specifically the performance of the terms and provisions hereof in the United States District Court for the Southern
District of New York or any New York State court sitting in New York City, in addition to any other remedy to which they are entitled at law or in equity.

     Section 13.13. Joint Drafting. Each party hereto has participated in the drafting of this Agreement, which each party acknowledges is the result of extensive negotiations between the parties. If an ambiguity or
question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by the parties, and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the
authorship of any provision.
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     IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written.
     
 CONCORD MEDICAL SERVICES 

HOLDINGS LIMITED
 

 

 By:  /s/ Ku Wai Hong   
  Name:  Ku Wai Hong  
  Title:  Director  
 
     
 ASCENDIUM GROUP LIMITED

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:  Director  
 
     
 OUR MEDICAL SERVICES, LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:  Director  
 
     
 SHENZHEN AOHUA MEDICAL SERVICES

CO., LTD. 
( )
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:  Director  
 
     
   
 /s/ Liu Haifeng   
 Liu Haifeng, in his individual capacity  
   
 

 



 

     
   
 /s/ Steve Sun   
 Steve Sun, in his individual capacity  
   
 
   
 /s/ Yang Jianyu   
 Yang Jianyu, in his individual capacity  
   
 
   
 /s/ Bona Liu   
 Bona Liu, in her individual capacity  
   

 



 

     
     
 CICC SUN COMPANY LIMITED

  

 By:  /s/ Shirley Chen   
  Name:  Shirley Chen  
  Title:  Director  

 



 

     
       
  CARLYLE ASIA GROWTH PARTNERS III, L.P.   
       
  By:  CAGP General Partner, L.P., as its General Partner   
       
  By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
       
  By:  /s/ Daniel A. D’Aniello

 

  
    Name: Daniel A. D’Aniello   
    Title: Director   
       
  CAGP III CO-INVESTMENT, L.P.   
       
  By:  CAGP General Partner, L.P., as its General Partner   
       
  By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
       
  By:  /s/ Daniel A. D’Aniello   
    

 
  

    Name: Daniel A. D’Aniello   
    Title: Director   

 



 

EXHIBIT A

FORM OF SHAREHOLDERS’ AGREEMENT

See Attached.
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ANNEX I

Section 11.01 of the Amended and Restated Convertible Loan Agreement

See Attached.
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ANNEX II

Provisions to be Included in
Amended and Restated Memorandum and Articles

See Attached.
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Schedule 1.01

PURCHASE PRICES IN US DOLLARS
     
Name of Investor  US Dollars 
CICC Sun Company Limited   5,000,000 
Carlyle Asia Growth Partners III, L.P.   4,808,250 
CAGP III Co-Investment III, L.P.   191,750 
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Schedule 5.01(b)

GOVERNMENT CONSENTS

See attached

S-4



 

Schedule 5.07(a)

REGISTERED CAPITAL OF PRC SUBSIDIARIES
   

Subsidiary Name  Registered Capital
Shenzhen Aohua Medical Services Co., Ltd.  US$6,134,000
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Schedule 5.08(a)

GROUP COMPANIES
   

Company Name  Jurisdiction of Incorporation
Concord Medical Services Limited  Cayman Islands

Ascendium Group Limited  British Virgin Islands
Our Medical Services, Ltd.  British Virgin Islands

Shenzhen Aohua Medical Services Co., Ltd.  PRC
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Schedule 5.09(a)

AUDITED FINANCIAL STATEMENTS
AND

UNAUDITED MANAGEMENT ACCOUNTS

See Attached
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Schedule 5.13(h)

INDEBTEDNESS DURING INTERIM PERIOD

See attached
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Schedule 5.13(k)(iii)

EMPLOYMENT AGREEMENTS

See attached
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Schedule 5.20(f)

LIST OF DOMAIN NAMES

See attached
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Schedule 5.21(a)

LIST OF MAJOR CONTRACTS

See Attached.
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Schedule 5.21(d)

LIST OF OTHER CONTRACTS

See attached
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Exhibit 4.5

EXECUTION COPY

AMENDMENT TO SHARE SUBSCRIPTION AGREEMENT

     AMENDMENT TO SHARE SUBSCRIPTION AGREEMENT (this “Amendment”) dated as of April 2, 2008 (the “Amendment Date”) by and among (1) CICC Sun Company Limited, a company incorporated
under the laws of the British Virgin Islands (“CICC”), (2) Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”), (3) CAGP III Co-Investment III, L.P.
(“CAGP Co-Invest”, together with CAGP, “Carlyle”), (4) Liu Haifeng, a PRC citizen with passport number G19230849, (5) Steve Sun, a US citizen with passport number 203018867, (6) Yang Jianyu, a PRC citizen
with passport number G04036294, (7) Bona Liu, a New Zealand citizen with passport number EA713283, (8) Our Medical Services, Ltd., a company formed under the Laws of the British Virgin Islands, (9) Ascendium
Group Limited, a company formed under the Laws of the British Virgin Islands, (10) Shenzhen Aohua Medical Services Co., Ltd.  a Sino-foreign joint venture formed under the
laws of the PRC, and (11) Concord Medical Services Holdings Ltd., a company incorporated under the laws of the Cayman Islands (the “Company”).

W I T N E S S E T H :

     WHEREAS, the parties hereto entered into a Share Subscription Agreement dated as of February 5, 2008 (the “Agreement”) pursuant to which the Company agreed to issue and sell to each of CICC and Carlyle and
each of CICC and Carlyle agreed to subscribe for certain shares of the Company on the terms and conditions set forth in the Agreement;

     WHEREAS, the parties hereto desire to amend the Agreement to reflect the changes set forth herein.

     NOW, THEREFORE, the parties hereto agree as follows:

     Section 1. Amendments. (a) The Agreement is amended by adding the following definition to Section 1.01:

     “Conversion Ratio” means the number of Ordinary Shares into which one Series A Share is convertible pursuant to the Amended and Restated Memorandum and Articles.

     (b) The Agreement is amended by replacing the existing Sections 3.01(b)(iii) and 3.01(b)(iv) with the following new Sections 3.01(b)(iii) and 3.01(b)(iv):

 



 

     (iii) Carlyle shall have the right, at its sole option, to convert the Mandatory Convertible Loan into a number of Series A Shares (the “Conversion Shares”) as follows:

     (A) Carlyle shall have the right, at its sole option, to convert the Mandatory Convertible Loan into the Conversion Shares at any time during a period starting from (and including) the day which
immediately follows the Closing Date to (and including) August 31, 2008. If Carlyle exercises such conversion right, the Mandatory Convertible Loan shall be converted into a number of Conversion
Shares equal to (x) the Pre-Conversion Shares multiplied by (y) a ratio, the numerator of which is the Mandatory Loan Conversion Amount, and the denominator of which is equal to (I) RMB1,100,000,000
minus (II) the Mandatory Loan Conversion Amount, divided by (z) the then-effective Conversion Ratio; and

     (B) Carlyle shall have the right, at its sole option, to convert the Mandatory Convertible Loan into the Conversion Shares at any time during a period starting from (and including) the date on which the
2008 Audited Financial Statements are completed to (and including) April 29, 2009. If Carlyle exercises such conversion right, the Mandatory Convertible Loan shall be converted into a number of
Conversion Shares equal to (x) the Pre-Conversion Shares multiplied by (y) a ratio, the numerator of which is the Mandatory Loan Conversion Amount, and the denominator of which is equal to (I) 10
times of the 2008 Net Income (as defined below) minus (II) the Mandatory Loan Conversion Amount, divided by (z) the then-effective Conversion Ratio.

     (iv) If the IPO Date occurs after August 31, 2008 but prior to the completion of the 2008 Audited Financial Statements and the Mandatory Convertible Loan is outstanding as of the IPO Date, the Mandatory
Convertible Loan shall be automatically converted, on the IPO Date, into a number of Series A Shares equal to (x) the Pre-Conversion Shares multiplied by (y) a ratio, the numerator of which is the Mandatory
Loan Conversion Amount, and the denominator of which is equal to (I) 10 times the projected consolidated after-tax net income of the Company for the Company’s fiscal year ending December 31, 2008, as
disclosed to the public in the IPO (provided that the result of the calculation in this clause (I) shall not exceed (a) the number of the outstanding Ordinary Shares immediately prior to the IPO Date multiplied by
(µ) the lower end of the last price range disclosed to the public in
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connection with the IPO) minus (II) the Mandatory Loan Conversion Amount, divided by (z) the then-effective Conversion Ratio.

     (c) The Agreement is amended by replacing the existing Section 3.02 with the following new Section 3.02:

     Section 3.02. Optional Additional Investment. If the Company has not exercised the Mandatory Additional Investment Right by March 31, 2008, Carlyle shall have the right (the “Optional Additional
Investment Right”) to purchase and subscribe for, at any time by August 31, 2008, a number of Series A Shares (the “Additional Carlyle Purchased Shares”) for US$20,000,000. The Additional Carlyle
Purchased Shares shall equal to (x) the number of outstanding Ordinary Shares as of the date of such purchase immediately prior to the consummation of such purchase, calculated on a Fully-Diluted basis (which
for the purposes of this Section 3.02 shall exclude any Ordinary Shares issuable upon the exercise of any employee stock options), multiplied by (y) a ratio, the numerator of which is equal to the RMB equivalent of
US$20,000,000 calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the date of such purchase (the “Additional Carlyle Purchase Price”), and the
denominator of which is equal to (i) RMB1,100,000,000 minus (ii) the Additional Carlyle Purchase Price, divided by (z) the then-effective Conversion Ratio. In order to exercise the Optional Additional Investment
Right, Carlyle shall deliver a written notice to the Company no later than 5 Business Days prior to the proposed purchase date set forth in such notice.

     (d) The Agreement is amended by replacing the existing Section 4.04(a) with the following new Section 4.04(a):

     (a) transfer to Carlyle free of charge a number of Ordinary Shares equal to (x) the Conversion Shares or the Additional Carlyle Purchased Shares, as applicable, multiplied by (y) the Conversion Ratio effective
on the date the Mandatory Convertible Loan is converted to Conversion Shares or the date Carlyle purchases the Additional Carlyle Purchased Shares, as applicable, multiplied by (z) a ratio, the numerator of which
is equal to (i) RMB1,100,000,000 minus (ii) 10 times the 2008 Net Income, and the denominator of which is equal to (I) 10 times the 2008 Net Income minus (II) the Mandatory Loan Conversion Amount or the
Additional Carlyle Purchase Price, as applicable; and

     Section 2. Effect of Amendment. Except as amended by this Amendment, the Agreement shall remain unchanged and in full force and effect. From and after the Amendment Date, each reference to “this Agreement,”
“hereof,” “hereunder” or words of like import, and all references to the Agreement in any and all agreements, instruments, documents, notes, certificates and other writings

3



 

of every kind and nature shall be deemed to mean the Agreement as amended by this Amendment, except as is otherwise expressly stated.

     Section 3. General. (a) This Amendment shall be binding on the successors and permitted assigns of the parties hereto; (b) this Amendment shall be governed by and construed in accordance with the laws of the
State of New York, without regard to conflicts of law principles thereunder and shall be subject to the jurisdiction of the courts in the State of New York; (c) this Amendment may be executed in more than one
counterpart, each of which shall be deemed an original and any counterpart so executed shall be deemed to be one and the same instrument; (d) each party hereto acknowledges that the parties hereto have participated
jointly in the negotiation and drafting of this Amendment, and in the event an ambiguity or question of intent or interpretation arises, this Amendment shall be construed as if drafted jointly by the parties hereto and no
presumption or burden of proof shall arise favoring or disfavoring any party hereto by virtue of the authorship of any of the provisions of this Amendment; (e) if any part of any provision of this Amendment shall be
invalid or unenforceable under applicable law, such part shall be ineffective to the extent of such invalidity only, without in any way affecting the remaining parts of such provision or the remaining provisions of this
Amendment; and (f) each party hereto acknowledges that the remedies at law of the other parties hereto for a breach or threatened breach of this Amendment would be inadequate and, in recognition of this fact, any
party hereto, without posting any bond, and in addition to all other remedies that may be available, shall be entitled to obtain equitable relief in the form of specific performance, a temporary restraining order, a
temporary or permanent injunction or any other equitable remedy that may then be available.

[The remainder of this page has been intentionally left blank; the next page is the signature page.]
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EXECUTION COPY

     IN WITNESS WHEREOF, the parties hereto have duly executed this Amendment as of the date first written above.
     
 CONCORD MEDICAL SERVICES HOLDINGS LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 ASCENDIUM GROUP LIMITED

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 OUR MEDICAL SERVICES LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 SHENZHEN AOHUA MEDICAL SERVICES CO., LTD.

 
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
   
 /s/ Liu Haifeng   
 Liu Haifeng, in his individual capacity  
   

 



 

     
     
 /s/ Steve Sun   
 Steve Sun, in his individual capacity  
   
 /s/ Yang Jianyu   
 Yang Jianyu, in his individual capacity  
   
 /s/ Bona Liu   
 Bona Liu, in her individual capacity  
   

 



 

     
     
 CICC SUN COMPANY LIMITED

  

 By:  /s/ Shirley Shiyou Chen   
  Name:  Shirley Shiyou Chen  
  Title:    

 



 

     
     
 CARLYLE ASIA GROWTH PARTNERS III, L.P.

  

 By:  CAGP General Partner, L.P., as its General Partner   
    
 By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
   
 By:  /s/ Daniel A. D’Aniello   
  Name:  Daniel A. D’Aniello  
  Title:  Director  
     
 CAGP III CO-INVESTMENT, L.P.

  

 By:  CAGP General Partner, L.P., as its General Partner   
 
 By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
    
 By:  /s/ Daniel A. D’Aniello   
  Name:  Daniel A. D’Aniello  
  Title:  Director  
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AMENDMENT NO. 2 TO SHARE SUBSCRIPTION AGREEMENT

     AMENDMENT NO. 2 TO SHARE SUBSCRIPTION AGREEMENT (this “Amendment No. 2”) dated as of October 20, 2008 (the “Amendment Date”) by and among (1) CICC Sun Company Limited, a company
incorporated under the laws of the British Virgin Islands (“CICC”), (2) Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”), (3) CAGP III Co-
Investment, L.P. (“CAGP Co-Invest”, together with CAGP, “Carlyle”), (4) Concord Medical Services Holdings Limited, an exempted company with limited liability organized and existing under the laws of the
Cayman Islands (the “Company”), (5) the Controlling Shareholders (as defined below) and (6) the other parties listed on the signature page hereof.

W I T N E S S E T H:

     WHEREAS, pursuant to a Share Subscription Agreement dated as of February 5, 2008 (the “Original Agreement”), the Company agreed to issue and sell to each of CICC and Carlyle and each of CICC and Carlyle
agreed to subscribe for certain Series A redeemable convertible preferred shares of the Company on the terms and conditions set forth in the Original Agreement;

     WHEREAS, certain terms in the Original Agreement were amended pursuant to an Amendment to Share Subscription Agreement dated as of April 2, 2008 (the “Amendment No. 1”);

     WHEREAS, the parties hereto and certain other parties entered into a Share Subscription Agreement dated as of October 10, 2008, as amended on October 20, 2008 (the “Series B Share Subscription Agreement”),
pursuant to which the Company agreed to issue and sell to each of CICC and Carlyle and each of CICC and Carlyle agreed to subscribe for certain Series B redeemable convertible preferred shares, par value US$0.01
per share, of the Company (the “Series B Shares”) on the terms and conditions set forth therein;

     WHEREAS, the parties hereto desire to amend the Original Agreement, as amended by the Amendment No. 1 (the “Existing Agreement”), to reflect the changes set forth herein.

     NOW, THEREFORE, the parties hereto agree as follows:

     SECTION 1. Amendments. (a) The Existing Agreement is amended by deleting the existing definition of “Controlling Shareholders” in the preamble.

     (b) The Existing Agreement is amended by adding the following definitions to Section 1.01:

 



 

“Amended and Restated Shareholders’ Agreement” means the Amended and Restated Shareholders’ Agreement dated October 8, 2008 by and among the Company, Carlyle, CICC, the Controlling Shareholders
and certain other Persons listed on the signature pages thereto.

“Amendment to Convertible Loan Agreement” means the Amendment to Convertible Loan Agreement dated October 20, 2008 by and among the Company, Carlyle, the Controlling Shareholders and the Group
Companies.

“China Medstar” means China Medstar Pte. Ltd., a company incorporated under the laws of Singapore.

“Controlling Shareholders” means, collectively, the following Persons:

(1) Mr. Cheng Zheng ( ), a PRC citizen with passport number G14947877 (“Mr. Cheng”);

(2) CZY Investments Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Cheng;

(3) Mr. Yang;

(4) Daketala International Investment Holdings Ltd., a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Yang;

(5) Mr. Sun;

(6) Dragon Image Investment Ltd., a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Sun;

(7) Mr. Zhang Jing ( ), a PRC citizen with passport number G10824344 (“Mr. Zhang”);

(8) Thousand Ocean Group Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Zhang;

(9) Mr. Yap Yaw Kong ( ), a Malaysia citizen with passport number A15954913 (“Mr. Yap”);
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(10) Top Mount Group Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Yap;

(11) Mr. Liu;

(12) Ms. Bona Lau, a New Zealand citizen with passport EA713283 (“Ms. Lau”); and

(13) Notable Enterprise Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Ms. Lau.

     “Convertible Loans” means, collectively, (i) the convertible loan in the principal amount of US$5,000,000 borrowed by the Company from Carlyle pursuant to the Amended and Restated Convertible Loan
Agreement by and among the Company, Carlyle and certain other parties thereto dated as of April 2, 2008, and (ii) the convertible loan in the principal amount of US$20,000,000 borrowed by the Company from
Carlyle pursuant to the Convertible Loan Agreement by and among the Company, Carlyle and certain other parties thereto dated as of April 10, 2008, as amended by the Amendment to Convertible Loan
Agreement.

     “QPO” means a firm-commitment underwritten IPO (i) led by an internationally reputable underwriter, approved by a majority of the Board of Directors (which majority shall include the Carlyle Director, the
CICC Director and the Starr Director, and yielding a valuation of the Company at not less than US$450 million immediately prior to the consummation of such IPO, or (ii) any other IPO approved by holders of at
least 70% of the then outstanding Series B Shares.

     “QPO Date” means the date on which the QPO is consummated.

     “Second Amended and Restated Memorandum and Articles” means the Second Amended and Restated Memorandum and Articles of the Company adopted by the board of directors and shareholders of the
Company on October 20, 2008.

     “Series B Shares” means the Series B redeemable convertible preferred shares, par value US$0.01 per share, of the Company.

3



 

     (c) The Existing Agreement is amended by replacing the existing definitions of “Group” and “2008 Net Income” in Section 1.01 with the following new definitions, respectively:

     “Group” means, at any time, collectively, the Company and all direct and indirect then-current and future Subsidiaries of the Company.

     “2008 Net Income” means the consolidated after-tax net income of the Company for the Company’s fiscal year ending December 31, 2008; provided that (i) the 2008 Net Income shall not include the cumulative
effect of any change or changes in accounting principles; (ii) the 2008 Net Income shall not include any extraordinary or non-recurring earnings obtained or losses incurred by any Group Company; (iii) the 2008
Net Income shall not include non-cash charges or expenses relating to any share-based compensation, the Convertible Loans, Series A Shares and Series B Shares; (iv) the 2008 Net Income shall not include the
consolidated after-tax net income generated from sales of medical equipment by China Medstar and its Subsidiaries to the extent it exceeds 30% of China Medstar’s consolidated after-tax net income for the year
ending December 31, 2008 (the calculation of which shall not include (A) the cumulative effect of any change or changes in accounting principles and (B) any extraordinary or non-recurring earnings or losses);
(v) the 2008 Net Income shall include the consolidated after-tax net income of China Medstar for the whole year ending December 31, 2008 and, if such inclusion is agreed to by all Investors, the full-year after-tax
net income of any other business that the Company may have acquired after the date hereof; and (vi) any dividend paid by the Company on the Preferred Shares pursuant to the Second Amended and Restated
Memorandum and Articles shall not be deemed expenses for the purposes of calculating 2008 Net Income. For the avoidance of doubt, any accounts receivable generated by the Company during the Company’s
fiscal year ending December 31, 2008 and written off by the Company in connection with the audit of the 2008 Audited Financial Statements shall not be deemed a non-recurring loss and shall be included as a loss
when calculating the 2008 Net Income.

     (d) The Existing Agreement is amended by adding the following rows to the table in Section 1.01(b):
     
Pre-Closing Options   8.16(a)
     
Post Closing Options   8.16(b)
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     (e) The Existing Agreement is amended by replacing the existing Article 4 with the following new Article 4:

ARTICLE 4
EARNING ADJUSTMENTS

     Section 4.01. Calculation of 2008 Net Income. As soon as practicable and in any event within one hundred and fifty (150) days after the end of the Company’s fiscal year ending December 31, 2008, the
Company shall complete the 2008 Audited Financial Statements and on the same date of such completion have the accounting firm who prepared the 2008 Audited Financial Statements calculate the 2008 Net
Income based on the 2008 Audited Financial Statements.

     Section 4.02. Adjustment with respect to the Subscription. If the 2008 Net Income is lower than the RMB equivalent of US$21,430,000 (calculated with the spot exchange rate between US dollars and RMB as
quoted by the People’s Bank of China on the Closing Date), the Controlling Shareholders shall, jointly and severally,

     (a) transfer to each Investor free of charge a number of Ordinary Shares equal to (x) the number of such Investor’s Purchased Shares, multiplied by (y) a ratio, the numerator of which is equal to (i) 7 times the
RMB equivalent of US$21,430,000 (calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the Closing Date) minus (ii) 7 times the 2008 Net Income, and
the denominator of which is equal to (I) 7 times the 2008 Net Income minus (II) the Total Closing Investment; and

     (b) pay to each Investor the US dollar equivalent (calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the date of such payment) of an amount equal
to (x) the Purchase Price of such Investor, multiplied by (y) a ratio, the numerator of which is equal to (i) 7 times the RMB equivalent of US$21,430,000 (calculated with the spot exchange rate between US dollars
and RMB as quoted by the People’s Bank of China on the Closing Date) minus (ii) 7 times the 2008 Net Income, and the denominator of which is equal to (I) 7 times the RMB equivalent of US$21,430,000
(calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the Closing Date) minus (II) the Total Closing Investment, multiplied by (z) 0.3.
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     Section 4.03. Adjustment with respect to the Carlyle Loan Conversion. If the 2008 Net Income is lower than the RMB equivalent of US$21,430,000 (calculated with the spot exchange rate between US dollars
and RMB as quoted by the People’s Bank of China on the Closing Date), the Controlling Shareholders shall, jointly and severally,

     (a) transfer to Carlyle free of charge a number of Ordinary Shares equal to (x) the number of Series A Shares Carlyle acquired as a result of the Carlyle Loan Conversion multiplied by (y) a ratio, the numerator of
which is equal to (i) 7 times the RMB equivalent of US$21,430,000 (calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the Closing Date) minus (ii) 7
times the 2008 Net Income, and the denominator of which is equal to (I) 7 times the 2008 Net Income minus (II) the Total Closing Investment; and

     (b) pay to Carlyle the US dollar equivalent (calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the date of such payment) of an amount equal to
(x) the Existing Carlyle Loan Conversion Amount, multiplied by (y) a ratio, the numerator of which is equal to (i) 7 times the RMB equivalent of US$21,430,000 (calculated with the spot exchange rate between US
dollars and RMB as quoted by the People’s Bank of China on the Closing Date) minus (ii) 7 times the 2008 Net Income, and the denominator of which is equal to (I) 7 times the RMB equivalent of US$21,430,000
(calculated with the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of China on the Closing Date) minus (II) the Total Closing Investment, multiplied by (z) 0.3.

     Section 4.04. Procedure of Adjustment. The adjustments set forth in Sections 4.02 and 4.03 shall be made within five (5) Business Days of the day on which the 2008 Net Income is calculated pursuant to
Section 4.01. On each date on which the adjustments are to be made, the Controlling Shareholders shall (i) deliver to each Investor a copy of the updated register of members of the Company dated such date and
duly certified by a duly authorized director of the Company evidencing such Investor’s ownership of the Ordinary Shares transferred to such Investor pursuant to Sections 4.02 and 4.03, respectively, which
Ordinary Shares shall be free and clear of any Lien (including any restrictions on the voting rights or transferability of such Ordinary Shares other than those restrictions set forth in this Agreement) and duly
authorized, validly issued, fully paid and non-assessable; and (ii) cause the Company to deliver to such Investor a certificate representing such Ordinary Shares.
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     Section 4.05. Termination of Adjustment Rights. Sections 4.01 through 4.04 shall terminate upon the occurrence of the QPO.

     (f) The Existing Agreement is amended by replacing the existing Section 8.11 with the following new Section 8.11:

     Section 8.11. QPO. Each Group Company and each Controlling Shareholder shall use its or his or her best efforts to complete the QPO by the third anniversary of the closing of subscription contemplated by
the Series B Share Subscription Agreement.

     (g) The Existing Agreement is amended by replacing the existing Section 8.16 with the following new Section 8.16:

     Section 8.16. Employee Stock Options. (a) Notwithstanding anything to the contrary set forth in Section 8.01, prior to the Closing Date (as defined in the Series B Share Subscription Agreement), the
Company may adopt an employee share option plan under which the Company will be authorized to grant a maximum number of share options equal to 1.5% of the Ordinary Shares outstanding immediately
prior to the Closing (as defined in the Series B Share Subscription Agreement), calculated on a Fully-Diluted basis (the “Pre-Closing Options Pool”). Notwithstanding anything to the contrary set forth in the
Amended and Restated Shareholders’ Agreement and the Second Amended and Restated Memorandum and Articles, the majority of the directors of the Company (which majority shall include the directors
designated by Carlyle and CICC pursuant to the Shareholders’ Agreement or the Amended and Restated Shareholders’ Agreement, as applicable) shall have the sole right to determine the granting of the share
options in the Pre-Closing Options Pool.

     (b) The majority of the directors of the Company (which majority shall include all directors designated by the Investors pursuant to the Amended and Restated Shareholders’ Agreement) may adopt an
employee share option plan under which the Company will be authorized to grant a maximum number of share options equal to 3.0% of the Ordinary Shares outstanding on (x) the QPO Date or (y) April 30,
2009, whichever is earlier, calculated on a Fully-Diluted basis (the “Post-Closing Options Pool”); provided that (A) no share options in the Post-Closing Options Pool shall be granted to any of the Controlling
Shareholders unless such grant has been approved by all directors of the Company designated by the Investors pursuant the Amended and Restated Shareholders’ Agreement, and (B) the exercise price
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of any such share option shall not be lower than the fair market value of the Ordinary Share on a per share basis on the date that such share option is granted.

     SECTION 2. Effect of Amendment. Except as amended by this Amendment No. 2, the Existing Agreement shall remain unchanged and in full force and effect. From and after the Amendment Date, each reference to
“this Agreement,” “hereof,” “hereunder” or words of like import, and all references to the Agreement in any and all agreements, instruments, documents, notes, certificates and other writings of every kind and nature
shall be deemed to mean the Existing Agreement as amended by this Amendment No. 2, except as is otherwise expressly stated.

     SECTION 3. General. (a) This Amendment No. 2 shall be binding on the successors and permitted assigns of the parties hereto; (b) this No. 2 Amendment shall be governed by and construed in accordance with the
laws of the State of New York, without regard to conflicts of law principles thereunder and shall be subject to the jurisdiction of the courts in the State of New York; (c) this Amendment No. 2 may be executed in more
than one counterpart, each of which shall be deemed an original and any counterpart so executed shall be deemed to be one and the same instrument; (d) each party hereto acknowledges that the parties hereto have
participated jointly in the negotiation and drafting of this Amendment No. 2, and in the event an ambiguity or question of intent or interpretation arises, this Amendment No. 2 shall be construed as if drafted jointly by
the parties hereto and no presumption or burden of proof shall arise favoring or disfavoring any party hereto by virtue of the authorship of any of the provisions of this Amendment No. 2; (e) if any part of any provision
of this Amendment No. 2 shall be invalid or unenforceable under applicable law, such part shall be ineffective to the extent of such invalidity only, without in any way affecting the remaining parts of such provision or
the remaining provisions of this Amendment; and (f) each party hereto acknowledges that the remedies at law of the other parties hereto for a breach or threatened breach of this Amendment No. 2 would be inadequate
and, in recognition of this fact, any party hereto, without posting any bond, and in addition to all other remedies that may be available, shall be entitled to obtain equitable relief in the form of specific performance, a
temporary restraining order, a temporary or permanent injunction or any other equitable remedy that may then be available.

[The remainder of this page has been intentionally left blank]
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     IN WITNESS WHEREOF, the parties hereto have duly executed this Amendment No. 2 as of the date first written above.
     
 CONCORD MEDICAL SERVICES HOLDINGS

LIMITED
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 ASCENDIUM GROUP LIMITED

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 CHINA MEDSTAR PTE. LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 CYBER MEDICAL NETWORK LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 OUR MEDICAL SERVICES, LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    

 



 

     
     
 CHINA MEDICAL SERVICES (HOLDINGS)

LIMITED
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 SHENZHEN AOHUA MEDICAL SERVICES CO., LTD.

 
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 SHENZHEN AOHUA MEDICAL LEASING AND SERVICES CO., LTD.

 
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 SHANGHAI MEDSTAR LEASING CO., LTD.

 
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 CMS HOSPITAL MANAGEMENT CO., LTD.

 
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
     

 



 

     
   
 /s/ Steve Sun   
 Steve Xiaodi Sun, in his individual capacity  
   
 
 DRAGON IMAGE INVESTMENT LTD.

  

 By:  /s/ Steve Sun   
  Name:  Steven Xiaodi Sun  
  Title:    
 
   
 /s/ Yang Jianyu   
 Yang Jianyu, in his individual capacity  
   
 
 DAKETALA INTERNATIONAL INVESTMENT

HOLDINGS LTD.
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
   
 /s/ Bona Lau   
 Bona Lau, in her individual capacity  
   
 
 NOTABLE ENTERPRISE LIMITED

  

 By:  /s/ Bona Lau   
  Name:  Bona Lau  
  Title:    

 



 

     
     
   
 /s/ Cheng Zheng   
 Cheng Zheng, in his individual capacity  
   
 
 CZY INVESTMENTS LIMITED

  

 By:  /s/ Cheng Zheng   
  Name:  Cheng Zheng  
  Title:    
 
   
 /s/ Zhang Jing   
 Zhang Jing, in his individual capacity  
   
 
 THOUSAND OCEAN GROUP LIMITED

  

 By:  /s/ Zhang Jing   
  Name:  Zhang Jing  
  Title:    
 
   
 /s/ Yap Yaw Kong   
 Yap Yaw Kong, in his individual capacity  
   
 
 TOP MOUNT GROUP LIMITED

  

 By:  /s/ Yap Yaw Kong   
  Name:  Yap Yaw Kong  
  Title:    
 
     

 



 

     
   
 /s/ Liu Haifeng   
 Liu Haifeng, in his individual capacity  
   
 

 



 

     
 CICC SUN COMPANY LIMITED

  

 By:  /s/ Shirley Shiyou Chen   
  Name:  Shirley Shiyou Chen  
  Title:    
 

 



 

       
  CARLYLE ASIA GROWTH PARTNERS III, L.P.   
       
  By:  CAGP General Partner, L.P., as its General Partner   
       
  By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
       
 

 
By:

 
/s/ Daniel A. D’Aniello
 

Name: Daniel A. D’Aniello  
 

    Title:   
       
  CAGP III CO-INVESTMENT, L.P.   
       
  By:  CAGP General Partner, L.P., as its General Partner   
       
  By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
       
  By:  /s/ Daniel A. D’Aniello   
    

 
  

    Name: Daniel A. D’Aniello   
    Title:   
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SHARE SUBSCRIPTION AGREEMENT

     AGREEMENT (this “Agreement”) dated as of October 20, 2008 among (1) CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”), (2) Carlyle Asia Growth
Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”), (3) CAGP III Co-Investment III, L.P. (“CAGP Co-Invest”, together with CAGP, “Carlyle”), (4) Starr Investments
Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, together with CICC and Carlyle, the “Investors”), (5) Concord Medical Services Holdings Limited, an exempted company with
limited liability organized and existing under the laws of the Cayman Islands (the “Company”), (6) the Controlling Shareholders (as defined below) and (7) the Subsidiaries of the Company listed on Schedule 4.08(a)
(i).

W I T N E S S E T H:

     WHEREAS, the Company desires to issue and sell to each of the Investors, and each of the Investors desires to subscribe for, a number of Series B redeemable convertible preferred shares, par value US$0.01 per
share, of the Company (the “Series B Shares”), on the terms and conditions set forth in this Agreement.

     NOW, THEREFORE, in consideration of the promises and the mutual covenants and agreements contained herein and intending to be legally bound hereby, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

     Section 1.01. Definitions. (a) The following terms, as used herein, have the following meanings:

     “Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling, controlled by, or under common control with such Person; provided that (i) no securityholder of the Company shall
be deemed an Affiliate of any other securityholder of the Company solely by reason of any equity or debt investment in the Company and (ii) with respect to any Person who is an individual, the spouse or any lineal
descendant, sibling or parent of such Person shall also be deemed an Affiliate of such specified Person. For the purpose of this definition, the term “control” (including, with correlative meanings, the terms
“controlling”, “controlled by” and “under common control with”), as used with respect to any Person, shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management
and policies of such

 



 

Person, whether through the ownership of voting interests, by contract or otherwise.

     “Amended and Restated Shareholders’ Agreement” means the Amended and Restated Shareholders’ Agreement by and among the Company, the Investors, the Controlling Shareholders and the other shareholders
of the Company to be entered into on the Closing Date substantially in the form attached as Exhibit A hereto.

     “Amendment to Convertible Loan Agreement” means the Amendment to Convertible Loan Agreement by and among the Company, Carlyle, the Controlling Shareholders and the Group Companies to be entered
into on the Closing Date substantially in the form attached as Exhibit B hereto.

     “Amendment No. 2 to Series A Share Subscription Agreement” means the Amendment No. 2 to Share Subscription Agreement by and among the Company, CICC, Carlyle, the Controlling Shareholders and the
Group Companies to be entered into on the Closing Date substantially in the form attached as Exhibit C hereto.

     “Ascendium” means Ascendium Group Limited, a company incorporated under the laws of the British Virgin Islands.

     “Aohua” means Shenzhen Aohua Medical Services Co., Ltd. , a Sino-foreign joint venture incorporated under the laws of the PRC.

     “Aohua Leasing” means Shenzhen Aohua Medical Leasing and Services Co., Ltd. , a Sino-foreign joint venture incorporated under the laws of the PRC.

     “Balance Sheet Date” means December 31, 2007.

     “Business Day” means a day, other than Saturday, Sunday or other day on which commercial banks in the US, Hong Kong or the PRC are authorized or required by applicable Laws to close.

     “China Medstar” means China Medstar Pte. Ltd., a company incorporated under the laws of Singapore.

     “Closing Date” means the date of Closing.

     “CMS” means China Medical Services (Holdings) Limited , a company incorporated under the laws of Hong Kong.
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     “Consent” means any consent, approval, authorization, waiver, permit, grant, franchise, concession, agreement, license, certificate, exemption, order, registration, declaration, filing, report or notice of, with or to any
Person.

     “Contract” means, with respect to any specified Person, all loan agreements, indentures, letters of credit (including related letter of credit applications and reimbursement obligations), mortgages, security
agreements, pledge agreements, deeds of trust, bonds, notes, guarantees, surety obligations, warranties, licenses, franchises, permits, powers of attorney, purchase orders, leases, and other agreements, contracts,
instruments, obligations, offers, commitments, arrangements and understandings, written or oral, to which the specified Person is a party or by which it or any of its assets or properties may be bound or affected.

     “Controlling Shareholders” means, collectively, the following Persons:

     (1) Mr. Cheng Zheng , a PRC citizen with passport number G14947877 (“Mr. Cheng”);

     (2) CZY Investments Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Cheng (“Mr. Cheng’s Holding Company”);

     (3) Mr. Yang Jianyu , a PRC citizen with passport number G04036294 (“Mr. Yang”);

     (4) Daketala International Investment Holdings Ltd., a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Yang (“Mr. Yang’s Holding Company”);

     (5) Mr. Steven Xiaodi Sun, a US citizen with passport number 203018867 (“Mr. Sun”);

     (6) Dragon Image Investment Ltd., a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Sun (“Mr. Sun’s Holding Company”);

     (7) Mr. Zhang Jing , a PRC citizen with passport number G10824344 (“Mr. Zhang”);

     (8) Thousand Ocean Group Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Zhang (“Mr. Zhang’s Holding Company”);

     (9) Mr. Yap Yaw Kong , a Malaysia citizen with passport number A15954913 (“Mr. Yap”);
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     (10) Top Mount Group Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Yap (“Mr. Yap’s Holding Company”);

     (11) Mr. Liu Haifeng , a PRC citizen with passport number G19230849;

     (12) Ms. Bona Lau, a New Zealand citizen with passport number EA713283 (“Ms. Lau”);

     (13) Notable Enterprise Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Ms. Lau (“Ms. Lau’s Holding Company”, together with Mr. Cheng’s
Holding Company, Mr. Yang’s Holding Company, Mr. Sun’s Holding Company, Mr. Zhang’s Holding Company and Mr. Yap’s Holding Company, the “Controlling Shareholder Holding Companies”).

     “Convertible Loans” means, collectively, (i) the convertible loan in the principal amount of US$5,000,000 borrowed by the Company from Carlyle pursuant to the Amended and Restated Convertible Loan
Agreement by and among the Company, Carlyle and certain other parties thereto dated as of April 2, 2008, and (ii) the convertible loan in the principal amount of US$20,000,000 borrowed by the Company from Carlyle
pursuant to the Convertible Loan Agreement by and among the Company, Carlyle and certain other parties thereto dated as of April 10, 2008, as amended by the Amendment to Convertible Loan Agreement.

     “Cyber Medical” means Cyber Medical Network Ltd. , a company incorporated under the laws of Hong Kong.

     “Environmental Laws” means any Laws or any Contract with any Governmental Authority or other third party, relating to human health and safety, the environment or Hazardous Substances.

     “Environmental Permits” means all permits, licenses, franchises, certificates, approvals and other similar authorizations of Governmental Authorities relating to or required by Environmental Laws and affecting, or
relating in any way to, the business of any Group Company as currently conducted.

     “Existing Shareholders’ Agreement” means the Shareholders’ Agreement dated as of April 2, 2008 by and among the Company, CICC, Carlyle and certain other shareholders of the Company, as amended by the
Amendment to Shareholders’ Agreement dated as of October 8, 2008 by and among the Company, CICC, Carlyle and certain other shareholders of the Company.
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     “FCPA” means the United States Foreign Corrupt Practices Act, as amended, or any successor statute or law.

     “Fully Diluted” means, with respect to any class of the Company Securities, the aggregate amount of such class issued or issuable in respect of securities convertible into or exchangeable for such class, all options,
warrants and other rights to purchase or subscribe for such class or securities convertible into or exchangeable for such class; provided that, if any of the foregoing options, warrants or other rights to purchase or
subscribe for such class of the Company Securities are subject to vesting, the Company Securities subject to vesting shall be included in the definition of “Fully-Diluted” only upon and to the extent of such vesting.

     “GAAP” means generally accepted accounting principles in the PRC, as in effect from time to time.

     “Government Official” means (i) any officer or employee of any Governmental Authority, or any entity or enterprise owned or controlled by such Governmental Authority, or any instrumentality thereof, or of a
public international organization, or any natural person acting in an official capacity for or on behalf of any such Governmental Authority, entity, enterprise or instrumentality or any such public international
organization; (ii) any known/announced candidate for political office; or (iii) any person who holds or held a prominent public position in the PRC or any other country (including its political subdivisions), including
head of state, senior government, judicial or military official, official of a political party, known/announced candidate for political office, or senior executive of a state-owned enterprise of national importance.

     “Governmental Authority” means any transnational, domestic or foreign national, provincial, federal, state or local, governmental authority, department, court, agency or official, including any political subdivision
thereof.

     “Group” means, at any time, collectively, the Company and all direct and indirect then-current Subsidiaries of the Company.

     “Group Company” means any member of the Group.

     “Hazardous Substances” means any pollutant, contaminant, waste or chemical or any toxic, radioactive, ignitable, corrosive, reactive or otherwise hazardous substance, waste or material, or any substance, waste or
material having any constituent elements displaying any of the foregoing characteristics, including petroleum, its derivatives, by-products and other hydrocarbons, and any substance, waste or material regulated under
any Environmental Law.

     “Hong Kong” means the Hong Kong Special Administrative Region.

5



 

     “IFRS” means the International Financial Reporting Standards, as in effect from time to time.

     “Indebtedness” means, with respect to any Person, without duplication, (i) all obligations of such Person for borrowed money, or with respect to deposits or advances of any kind, (ii) all obligations of such Person
evidenced by bonds, debentures, notes or similar instruments, (iii) all obligations of such Person upon which interest charges are customarily paid (other than trade payables incurred in the ordinary course of business
consistent with past practices), (iv) all obligations of such Person under conditional sale or other title retention agreements relating to any asset or property purchased by such Person, (v) all obligations of such Person
issued or assumed as the deferred purchase price of assets, property or services (excluding obligations of such Person to creditors for raw materials, inventory, services and supplies incurred in the ordinary course of
business consistent with past practices), (vi) all lease obligations of such Person capitalized on the books and records of such Person, (vii) all obligations of others secured by a Lien on property or assets owned or
acquired by such Person, whether or not the obligations secured thereby have been assumed, (viii) all obligations of such Person under interest rate, currency or commodity derivatives or hedging transactions (valued at
the termination value thereof), (ix) all letters of credit or performance bonds issued for the account of such Person (excluding letters of credit issued for the benefit of suppliers to support accounts payable to suppliers
incurred in the ordinary course of business consistent with past practices) and (x) all guarantees and arrangements having the economic effect of a guarantee of such Person of any Indebtedness of any other Person.

     “Intellectual Property Rights” means (i) inventions, whether or not patentable, reduced to practice or made the subject of one or more pending patent applications, (ii) national and multinational statutory invention
registrations, patents and patent applications (including all reissues, divisions, continuations, continuations-in-part, extensions and reexaminations thereof) registered or applied for in the PRC and all other nations
throughout the world, all improvements to the inventions disclosed in each such registration, patent or patent application, (iii) trademarks, service marks, trade dress, logos, domain names, trade names and corporate
names (whether or not registered) in the PRC and all other nations throughout the world, including all variations, derivations, combinations, registrations and applications for registration of the foregoing and all
goodwill associated therewith, (iv) copyrights (whether or not registered) and registrations and applications for registration thereof in the PRC and all other nations throughout the world, including all derivative works,
moral rights, renewals, extensions, reversions or restorations associated with such copyrights, now or hereafter provided by law, regardless of the medium of fixation or means of expression, (v) computer software
(including source code, object code, firmware, operating systems and specifications), (vi) trade secrets and, whether or not confidential, business information (including pricing and cost information,
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business and marketing plans and customer and supplier lists) and know-how (including manufacturing and production processes and techniques and research and development information), (vii) industrial designs
(whether or not registered), (viii) databases and data collections, (ix) copies and tangible embodiments of any of the foregoing, in whatever form or medium, (x) all rights to obtain and rights to apply for patents, and to
register trademarks and copyrights, (xi) all rights in all of the foregoing provided by treaties, conventions and common law and (xii) all rights to sue or recover and retain damages and costs and attorneys’ fees for past,
present and future infringement or misappropriation of any of the foregoing.

     “IPO” means an initial public offering and listing of the Ordinary Shares (or, in lieu thereof and as mutually agreed by the Investors and the Company, equity securities of (i) any holding company holding the issued
share capital of the Company or (ii) any Subsidiary of the Company) on an internationally recognized stock exchange.

     “knowledge” of any Person that is not an individual means the knowledge of such Person’s officers after due inquiry.

     “Laws” means any national, provincial, federal, state or local law (statutory, common or otherwise), constitution, treaty, convention, ordinance, code, rule, regulation, order, injunction, judgment, decree, ruling or
other similar requirement enacted, adopted, promulgated or applied by any Governmental Authority, as amended unless expressly specified otherwise.

     “Licensed Intellectual Property Rights” means all Intellectual Property Rights owned by a third party and licensed or sublicensed to any Group Company.

     “Lien” means, with respect to any property or asset, any mortgage, lien, pledge, charge, security interest, encumbrance or other adverse claim of any kind in respect of such property or asset. For the purposes of this
Agreement, a Person shall be deemed to own subject to a Lien any property or asset which it has acquired or holds subject to the interest of a vendor or lessor under any conditional sale agreement, capital lease or other
title retention agreement relating to such property or asset.

     “Material Adverse Effect” means a material adverse effect on the condition (financial or otherwise), business, assets, results of operations or prospects of the Group, taken as a whole.

     “OECD Rules” means the Organization of Economic Cooperation and Development’s Convention on Combating Bribery of Foreign Public Officials in International Business Transactions, as amended, or any
successor convention, statute or law.
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     “OMS” means Our Medical Services, Ltd., a company incorporated under the laws of the British Virgin Islands.

     “Ordinary Shares” means the ordinary shares, par value US$0.01 per share, of the Company.

     “Owned Intellectual Property Rights” means all Intellectual Property Rights owned by any Group Company.

     “Person” means an individual, corporation, partnership, limited liability company, association, trust or other entity or organization, including a Governmental Authority.

     “PRC” means the People’s Republic of China, excluding, for purposes of this Agreement only, Hong Kong, the Macau Special Administrative Region and Taiwan.

     “PRC Subsidiaries” means, collectively, the Group Companies established under the laws of the PRC.

     “Pre-Closing Tax Period” means any Tax period ending on or before the Closing Date; and, with respect to a Tax period that begins on or before the Closing Date and ends thereafter, the portion of such Tax period
ending on the Closing Date.

     “Preferred Shares” means the Series A Shares and the Series B Shares.

     “Purchase Price” means, with respect to any Investor, the amount in US dollars set forth opposite the name of such Investor in Schedule 1.01.

     “QPO” means a firm-commitment underwritten IPO (i) led by internationally reputable underwriters, approved by the board of directors of the Company (including the approval of a majority of the directors
appointed by the Investors pursuant to the Amended and Restated Shareholders’ Agreement), and yielding a valuation of the Company at not less than US$450 million immediately prior to the consummation of such
IPO, or (ii) any other IPO approved by holders of at least 70% of the then outstanding Series B Shares.

     “QPO Date” means the date on which the QPO is consummated.

     “Rate of Return” shall have the meaning set forth in the Amended and Restated Shareholders’ Agreement.

     “RMB” means renminbi, the lawful currency of the PRC.

     “Second Amended and Restated Memorandum and Articles” means the Second Amended and Restated Memorandum and Articles of the Company to
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be adopted by the board of directors and shareholders of the Company by the Closing Date substantially in the form attached as Exhibit D hereto.

     “Securities Act” means the United States Securities Act of 1933, as amended.

     “Series A Shares” means the Series A redeemable convertible preferred shares, par value US$0.01 per share, of the Company.

     “Series A Share Subscription Agreement” means the Share Subscription Agreement by and among the Company, CICC, Carlyle and certain other parties thereto dated as of February 5, 2008, as amended by the
Amendment to Share Subscription Agreement by and among the Company, CICC, Carlyle and certain other parties thereto dated as of April 2, 2008 and the Amendment No. 2 to Series A Share Subscription
Agreement.

     “Share Charge Agreements” means, collectively:

     (1) the Share Charge Agreement between the Investors, the Company and Mr. Cheng’s Holding Company,

     (2) the Share Charge Agreement between the Investors, the Company and Mr. Yang’s Holding Company,

     (3) the Share Charge Agreement between the Investors, the Company and Mr. Sun’s Holding Company,

     (4) the Share Charge Agreement between the Investors, the Company and Mr. Zhang’s Holding Company,

     (5) the Share Charge Agreement between the Investors, the Company and Mr. Yap’s Holding Company,

     (6) the Share Charge Agreement between the Investors, the Company and Ms. Lau’s Holding Company,

     in each case to be entered into by the Closing Date and substantially in the form attached as Exhibit E hereto.

     “Subsidiary” means, with respect to any Person, any entity of which securities or other ownership interests having ordinary voting power to elect a majority of the board of directors or other persons performing
similar functions are at the time directly or indirectly owned by such Person. For the avoidance of doubt, each of Chang’an Concord International Cancer Center  and Beijing Proton Medical
Center , if established and directly or indirectly owned by the Company prior to the date
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hereof, shall be considered a Subsidiary of the Company for the purposes of this Agreement.

     “Tax” means (a) taxes on income, profits and gains, and (b) all other taxes, levies, duties, imposts, charges and withholdings of any nature, in each case imposed, levied, collected, withheld or assessed by (or on
behalf of) any Governmental Authority in any jurisdiction, including any excise, customs, property, sales, transfer, franchise, turnover and payroll taxes and other benefits related tax and stamp duties, and any payment
whatsoever which the relevant Person may be or become bound to make to any other Person as a result of the discharge by such other Person of any tax which the relevant Person has failed to discharge, together with all
penalties, charges and interest relating to any of the foregoing or to any late or incorrect return in respect of any of them, and regardless of whether such taxes, levies, duties, imposts, charges, withholdings, penalties and
interest are chargeable directly or primarily against or attributable directly or primarily to the relevant Person or any other Person and of whether any amount in respect of them is recoverable from any other Person.

     “Transaction Documents” means this Agreement, the Amended and Restated Shareholders’ Agreement, the Second Amended and Restated Memorandum and Articles, the Amendment No. 2 to Series A Share
Subscription Agreement, the Amendment to Convertible Loan Agreement, the Share Charge Agreements and each and all other agreements, certificates or other documents required to be executed by any of the
foregoing.

     “2008 Audited Financial Statements” means the consolidated financial statements for the Company’s fiscal year ending December 31, 2008 prepared in accordance with US GAAP or IFRS applied on a consistent
basis and audited by a “Big Four” accounting firm.

     “2008 Net Income” means the consolidated after-tax net income of the Company for the Company’s fiscal year ending December 31, 2008; provided that (1) the 2008 Net Income shall not include the cumulative
effect of any change or changes in accounting principles; (ii) the 2008 Net Income shall not include any extraordinary or non-recurring earnings obtained or losses incurred by any Group Company; (iii) the 2008 Net
Income shall not include non-cash charges or expenses relating to any share-based compensation, the Convertible Loans, Series A Shares and Series B Shares; (iv) the 2008 Net Income shall not include the consolidated
after-tax net income generated from sales of medical equipment by China Medstar and its Subsidiaries to the extent it exceeds 30% of China Medstar’s consolidated after-tax net income for the year ending
December 31, 2008 (the calculation of which shall not include (A) the cumulative effect of any change or changes in accounting principles and (B) any extraordinary or non-recurring earnings or losses); (v) the 2008
Net Income shall include the consolidated after-tax net income of China Medstar for the whole year ending December 31, 2008 and, if such inclusion is agreed to by all Investors, the full-
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year after-tax net income of any other business that the Company may have acquired after the date hereof; and (vi) any dividend paid by the Company on the Preferred Shares pursuant to the Second Amended and
Restated Memorandum and Articles shall not be deemed expenses for the purposes of calculating 2008 Net Income. For the avoidance of doubt, any accounts receivable generated by the Company during the
Company’s fiscal year ending December 31, 2008 and written off by the Company in connection with the audit of the 2008 Audited Financial Statements shall not be deemed a non-recurring loss and shall be included
as a loss when calculating the 2008 Net Income.

     “2009 Audited Financial Statements” means the consolidated financial statements of the Company’s fiscal year ending December 31, 2009 prepared in accordance with US GAAP or IFRS applied on a consistent
basis and audited by a “Big Four” accounting firm.

     “2009 Net Income” means the consolidated after-tax net income of the Company for the Company’s fiscal year ending December 31, 2009; provided that (1) the 2009 Net Income shall not include the cumulative
effect of any change or changes in accounting principles; (ii) the 2009 Net Income shall not include any extraordinary or non-recurring earnings obtained or losses incurred by any Group Company; (iii) the 2009 Net
Income shall not include non-cash charges or expenses relating to any share-based compensation, the Convertible Loans, Series A Shares and Series B Shares; (iv) the 2009 Net Income shall not include the consolidated
after-tax net income generated from sales of medical equipment by China Medstar and its Subsidiaries to the extent it exceeds 30% of China Medstar’s consolidated after-tax net income for the year ending
December 31, 2009 (the calculation of which shall not include (A) the cumulative effect of any change or changes in accounting principles and (B) any extraordinary or non-recurring earnings or losses); and (v) any
dividend paid by the Company on the Preferred Shares pursuant to the Second Amended and Restated Memorandum and Articles shall not be deemed expenses for the purposes of calculating 2009 Net Income. For the
avoidance of doubt, any accounts receivable generated by the Company during the Company’s fiscal year ending December 31, 2009 and written off by the Company in connection with the audit of the 2009 Audited
Financial Statements shall not be deemed a non-recurring loss and shall be included as a loss when calculating the 2009 Net Income.

     “US” means the United States of America.

     “US dollars” or “US$” means United States dollars, the lawful currency of the US.

     “US GAAP” means generally accepted accounting principles in the US, as in effect from time to time.
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     (b) Each of the following terms is defined in the Section set forth opposite such term:
     
Term  Section
Agreement  Preamble
Aohua Audited Financial Statements   4.09(a)
Books and Records   4.10 
CAGP  Preamble
CAGP Co-Invest  Preamble
Capex Budget   4.13(d)
Carlyle  Preamble
China Medstar Acquisition   4.29 
Charged Shares   7.07 
China Medstar Audited Financial Statements   4.09(b)
CICC  Preamble
Closing   2.02 
Company  Preamble
Company Securities   4.06(b)
Damages   10.02(a)
Indemnified Party   10.03 
Indemnifying Party   10.03 
Investors  Preamble
Key Employees   4.26(a)
Major Contract   4.23 
OFAC   4.17 
Permits   4.27 
Post-Closing Options Pool   7.16(b)
Pre-Closing Options Pool   7.16(a)
Purchased Shares   2.01 
Schedule of Liabilities   4.12 
September A/R Schedule   4.28 
Series B Shares  Recitals
Starr  Preamble
Subsidiary Securities   4.08(b)

     Section 1.02 . Other Definitional and Interpretative Provisions. The words “hereof”, “herein” and “hereunder” and words of like import used in this Agreement shall refer to this Agreement as a whole and not to any
particular provision of this Agreement. The captions herein are included for convenience of reference only and shall be ignored in the construction or interpretation hereof. References to Articles, Sections, Exhibits and
Schedules are to Articles, Sections, Exhibits and Schedules of this Agreement unless otherwise specified. All Exhibits and Schedules annexed hereto or referred to herein are hereby incorporated in and made a part of
this Agreement as if set forth in full herein. Any capitalized terms used in any Exhibit or Schedule but not otherwise defined
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therein, shall have the meaning as defined in this Agreement. Any singular term in this Agreement shall be deemed to include the plural, and any plural term the singular. Whenever the words “include”, “includes” or
“including” are used in this Agreement, they shall be deemed to be followed by the words “without limitation”, whether or not they are in fact followed by those words or words of like import. “Writing”, “written” and
comparable terms refer to printing, typing and other means of reproducing words (including electronic media) in a visible form. References to any agreement or contract are to that agreement or contract as amended,
modified or supplemented from time to time in accordance with the terms hereof and thereof; provided that with respect to any agreement or contract listed on any schedules hereto, all such amendments, modifications
or supplements must also be listed in the appropriate schedule. References to any Person include the successors and permitted assigns of that Person. References from or through any date mean, unless otherwise
specified, from and including or through and including, respectively. References to “law”, “laws” or to a particular statute or law shall be deemed also to include an and all applicable Laws.

ARTICLE 2
ISSUANCE AND SUBSCRIPTION

     Section 2.01. Issuance and Subscription. Upon the terms and subject to the conditions of this Agreement, the Company agrees to issue and sell to each Investor, and each Investor agrees to purchase from the
Company and subscribe for, a number of Series B Shares (such Investor’s “Purchased Shares”) set forth opposite its name in Schedule 1.01. Each Investor shall pay, as provided in Section 2.02, its Purchase Price in
exchange for its Purchased Shares.

     Section 2.02. Closing. The closing (the “Closing”) of the issuance and subscription of the Purchased Shares hereunder shall take place at a location to be mutually agreed to by the Investors and the Company, as soon
as possible, but in no event later than five (5) Business Days after satisfaction of the conditions set forth in Article 9, or at such other time or place as the Investors and the Company may agree. At the Closing:

     (a) each Investor shall deliver to the Company such Investor’s Purchase Price in US dollars in immediately available funds by wire transfer to an account specified in a written instrument signed by the Chief
Executive Officer or the President of the Company and delivered to such Investor at least two Business Days prior to the Closing or by other payment methods mutually agreed to between the Company and the
Investors prior to the Closing; and
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     (b) the Company shall deliver to each Investor (i) a certificate representing such Investor’s Purchased Shares, duly authorized and validly issued, and (ii) a copy of the updated register of members of the
Company dated the Closing Date and duly certified by a duly authorized director of the Company evidencing such Investor’s ownership of its Purchased Shares.

     Section 2.03. Additional Subscription Right. If any Investor fails to perform its obligations under Sections 2.01 and 2.02(a), the other Investors shall have the right but not the obligation to subscribe for up to an
aggregate additional number of Series B Shares equal to the number of Purchased Shares that was not subscribed for under Sections 2.01 and 2.02(a).

ARTICLE 3
EARNING ADJUSTMENTS

     Section 3.01. Calculation of 2008 and 2009 Net Income. As soon as practicable and in any event within one hundred and fifty (150) days after the end of the Company’s fiscal year ending December 31, 2008 and
within ninety (90) days (such 90-day period may be extended by thirty (30) days unless any Investor objects to such extension by written notice delivered to the Company prior to the expiration of such 90-day period)
after the end of the Company’s fiscal year ending December 31, 2009, the Company shall complete the 2008 Audited Financial Statements and 2009 Audited Financial Statements, respectively. The Company shall, on
the same date of such completion, have the accounting firm who audited the 2008 Audited Financial Statements or the 2009 Audited Financial Statements, respectively, calculate the 2008 Net Income or the 2009 Net
Income, respectively, based on the 2008 Audited Financial Statements or the 2009 Audited Financial Statements, respectively.

     Section 3.02. Adjustment Based on 2008 Net Income. If the 2008 Net Income is lower than the RMB equivalent of US$21,430,000 (calculated based on the spot exchange rate between US dollars and RMB as quoted
by the People’s Bank of China on the Closing Date), the Controlling Shareholders shall, jointly and severally, transfer to each Investor free of charge a number of Ordinary Shares equal to (x) the number of such
Investor’s Purchased Shares, multiplied by (y) a ratio, the numerator of which is equal to (i) such RMB equivalent of US$21,430,000 minus (ii) the 2008 Net Income, and the denominator of which is equal to (i) the
2008 Net Income plus (ii) the quotient of (A) the RMB equivalent of the aggregate Purchase Price of all Investors (calculated based on the spot exchange rate between US dollars and RMB as quoted by the People’s
Bank of China on the Closing Date) divided by (B) 10.7326.
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     Section 3.03. Adjustment Based on 2009 Net Income. If the 2009 Net Income is lower than the RMB equivalent of US$34,000,000 (calculated based on the spot exchange rate between US dollars and RMB as quoted
by the People’s Bank of China on the Closing Date), the Controlling Shareholders shall, jointly and severally, transfer to each Investor free of charge a number of Ordinary Shares equal to (x) the number of such
Investor’s Purchased Shares, multiplied by (y) a ratio, the numerator of which is equal to (i)such RMB equivalent of US$34,000,000 minus (ii) the 2009 Net Income, and the denominator of which is equal to (i) the 2009
Net Income plus (ii) the quotient of (A) the RMB equivalent of the aggregate Purchase Price of all Investors (calculated based on the spot exchange rate between US dollars and RMB as quoted by the People’s Bank of
China on the Closing Date) divided by (iii) 6.7647, minus (z) the number of Ordinary Shares that have been transferred to such Investor pursuant to Section 3.02.

     Section 3.04. Procedure of Adjustment. The adjustments set forth in Sections 3.02 and 3.03 shall be made within five (5) Business Days of the day on which the 2008 Net Income or the 2009 Net Income,
respectively, is calculated pursuant to Section 3.01. On each date on which the adjustments are to be made, the Controlling Shareholders shall, subject to the execution and delivery of the relevant instruments of transfer
by the Investors, cause the Company to (a) deliver to each Investor a copy of the updated register of members of the Company dated such date and duly certified by a duly authorized director of the Company evidencing
such Investor’s ownership of the Ordinary Shares transferred to such Investor pursuant to Section 3.02 or Section 3.03, respectively, which Ordinary Shares shall be free and clear of any Lien (including any restrictions
on the voting rights or transferability of such Ordinary Shares other than those restrictions set forth in this Agreement and the existing memorandum and articles of association of the Company) and duly authorized,
validly issued, fully paid and non-assessable; and (b) deliver to such Investor a certificate representing such Ordinary Shares.

     Section 3.05. Termination of Adjustment Rights. Sections 3.01 through 3.04 shall terminate upon the occurrence of the QPO.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES REGARDING THE GROUP

     Each of the Controlling Shareholders and the Group Companies, jointly and severally, represents and warrants to the Investors as of the date hereof and as of the Closing Date that:

     Section 4.01. Corporate Status.
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     (a) Each Group Company is a company duly incorporated, validly existing and, other than the PRC Subsidiaries, in good standing under the laws of its jurisdiction of organization.

     (b) Each Group Company has full corporate power and all Consents of the applicable Governmental Authorities necessary to own, lease and operate the assets and properties that it now owns, leases and operates,
and to carry on its business as now conducted and currently proposed to be conducted.

     (c) Each Group Company is permitted and qualified under the Laws of its jurisdiction of organization to carry on business outside such jurisdiction and, except for the PRC Subsidiaries and Hong Kong Subsidiaries,
is in good standing in each jurisdiction where such qualification is necessary.

     (d) The Company has delivered to the Investors a true and complete copy of the memorandum and articles of association and other organizational documents of each Group Company.

     (e) The minute books of each Group Company that have heretofore been made available to the Investors contain complete and accurate records, in all material respects, of all meetings and other corporate actions of
the respective directors and shareholders of such Group Company, and correctly reflect all actions taken by such directors and shareholders since the respective date of organization of such Group Company. To the
extent that such minute books are deficient, all material information not contained in such minutes has been conveyed by the Company to the Investors in written form.

     Section 4.02. Power and Authority; Corporate Authorization.

     (a) Each Group Company has full corporate power and authority to execute and deliver this Agreement and each other Transaction Document to which it is a party and to perform its obligations hereunder and
thereunder.

     (b) The execution and delivery of this Agreement and each other Transaction Document to which it is a party, the performance of the obligations hereunder and thereunder, and the consummation of the transactions
contemplated hereby and thereby, have been duly authorized by all requisite corporate actions of each Group Company and no other corporate proceedings on the part of such Group Company are necessary to authorize
such execution, delivery or performance or to consummate such transactions.

     Section 4.03. Enforceability.

     (a) Each Group Company has duly executed and delivered this Agreement and will execute and deliver each other Transaction Document to which it is a party by the Closing Date.
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     (b) This Agreement constitutes, and each other Transaction Document to which it is a party (when executed) will constitute, the legal, valid and binding obligations of each Group Company, enforceable against such
Group Company in accordance with the terms hereof and thereof.

     Section 4.04. Non-contravention. The execution, delivery and performance by any Group Company of this Agreement and other Transaction Documents to which it is a party and the consummation of the
transactions contemplated hereby and thereby do not and will not (i) violate the organizational documents of any Group Company, (ii) violate any Laws or any arbitral awards applicable to or binding on any Group
Company or any of its assets or properties, (iii) constitute a default (with or without the giving of notice or the lapse of time or both) under, or give rise to any right of termination, cancellation or acceleration of any
right or obligation of any Group Company or to a loss of any benefit to which any Group Company is entitled under any provision of any Contract binding upon any Group Company or any of its assets or properties or
(iv) result in the creation or imposition of any Lien (or any obligation to create any Lien) on any assets or properties of any Group Company.

     Section 4.05. Governmental Authorization; Third-Party Consent. No Consent by any Governmental Authority or any other Person is necessary or required in connection with the execution, delivery or performance
by, or enforcement against, any Group Company under this Agreement or any other Transaction Document to which it is a party.

     Section 4.06. Capitalization of the Company.

     (a) On the date hereof, the share capital of the Company consists of US$50,000 divided into 5,000,000 shares of nominal or par value of US$0.01 each, of which 4,500,000 are designated as Ordinary Shares and
500,000 are designated as Series A Shares. 704,281 Ordinary Shares and 176,942 Series A Shares are issued and outstanding as of the date hereof. On the Closing Date, the share capital of the Company shall consist of
US$50,000 divided into 5,000,000 shares of nominal or par value of US$0.01 each, of which 4,500,000 shall be designated as Ordinary Shares, 200,000 shall be designated as Series A Shares and 300,000 shall be
designated as Series B Shares. 704,281 Ordinary Shares, 176,942 Series A Shares and 233,333 Series B Shares shall be issued and outstanding as of the Closing Date after giving effect to the subscription provided
herein.

     (b) Except as set forth in this Section 4.06, there are no outstanding (i) capital shares or voting securities of the Company, (ii) securities of the Company convertible into or exchangeable for shares or voting securities
of the Company or (iii) options or other rights to acquire from the Company, or other obligation of the Company to issue, any capital shares, voting securities or securities convertible into or exchangeable for capital
shares or voting securities of the
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Company (the items in Section 4.06(b)(i), 4.06(b)(ii) and 4.06(b)(iii) being referred to collectively as the “Company Securities”).

     (c) On the Closing Date and upon the conversion of the Purchased Shares in accordance with the Second Amended and Restated Memorandum and Articles, each Investor will acquire good and valid title to its
Purchased Shares and the Ordinary Shares issued upon such conversion, free and clear of any Lien (including any restrictions on the voting rights or transferability of such Purchased Shares or Ordinary Shares other
than those restrictions set forth in this Agreement or those restrictions on transferability required by applicable securities Laws), and such Purchased Shares and Ordinary Shares will have been duly authorized, validly
issued, fully paid and non-assessable.

     (d) There are no preemptive rights or similar rights on the part of any Person with respect to the share capital of the Company except for the preemptive rights set forth in the Existing Shareholders’ Agreement and
the existing memorandum and articles of association of the Company.

     (e) Except for this Agreement and the Existing Shareholders’ Agreement, there is no agreement, arrangement or obligation of any kind (and no authorization therefore has been given) obligating the Company or any
other Person:

     (i) to issue or sell, or cause to be issued or sold, any Company Securities; or

     (ii) to repurchase, redeem or otherwise acquire any outstanding Company Securities.

     Section 4.07. Capitalization of the PRC Subsidiaries. (a) The registered capital of each PRC Subsidiary is as set forth in Schedule 4.07(a).

     (a) All of the registered capital of each PRC Subsidiary has been timely contributed, such contribution has been duly verified by a certified accountant registered in the PRC and the accounting firm employing such
accountant, and the report of the certified accountant evidencing such verification has been registered with the relevant Governmental Authority. There are no resolutions pending to increase the registered capital of any
PRC Subsidiary. There are no dividends which have accrued or been declared but are unpaid on the registered capital of any PRC Subsidiary.

     Section 4.08. Subsidiaries. (a) All Subsidiaries of the Company and their respective jurisdictions of incorporation, shareholders and their respective ownership percentages are identified on Schedule 4.08(a)(i). A true
and complete diagram of the organizational structure of the Group as of the date hereof is set forth in Schedule 4.08(a)(ii).
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     (b) Except as set forth in Schedule 4.08(a)(i), all of the outstanding capital shares or other voting securities of each Subsidiary of the Company is duly owned by the Company, directly or indirectly, free and clear of
any Lien and free of any other limitation or restriction (including any restriction on the right to vote, sell or otherwise dispose of such capital shares or other voting securities). Except as set forth in this Section 4.08(b),
there are no outstanding (i) capital shares or voting securities of any Subsidiary of the Company, (ii) securities of any Group Company convertible into or exchangeable for capital shares or voting securities of any
Subsidiary of the Company or (iii) options or other rights to acquire from any Group Company, or other obligation of any Group Company to issue, any capital shares, voting securities or securities convertible into or
exchangeable for capital shares or voting securities of any Subsidiary of the Company (the items in Sections 4.08(b)(i), 4.08(b)(ii) and 4.08(b)(iii) being referred to collectively as the “Subsidiary Securities”).

     (c) Except for the statutory preemptive rights of shareholders of the PRC Subsidiaries under the PRC Laws, there are no preemptive rights or similar rights on the part of any Person with respect to the share capital of
any Subsidiary of the Company.

     (d) There is no agreement, arrangement or obligation of any kind (and no authorization therefore has been given) obligating any Group Company or any other Person:

     (i) to issue or sell, or cause to be issued or sold, any Subsidiary Securities; or

     (ii) to repurchase, redeem or otherwise acquire any outstanding Subsidiary Securities.

     (e) Except for the Group Companies set forth on Schedule 4.08(a)(i), no Group Company owns or controls, directly or indirectly, any equity or other ownership interest in any Person. There is no agreement,
arrangement or obligation of any kind (and no authorization therefor has been given) obligating any Group Company to purchase or acquire the ownership of any equity or other ownership interest in any Person or to
make investments in any Person.

     Section 4.09. Financial Statements. (a) Schedule 4.09(a) sets forth a true, correct and complete copy of the audited consolidated balance sheets as of December 31, 2005, 2006 and 2007 of Aohua and its Subsidiaries
and the related audited consolidated statements of income and cash flows for each of the years ended December 31, 2005, 2006 and 2007 (the “Aohua Audited Financial Statements”).

     (b) Schedule 4.09(b) sets forth a true, correct and complete copy of the audited consolidated balance sheets as of December 31, 2005, 2006 and 2007 of
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China Medstar and its Subsidiaries and the related audited consolidated statements of income and cash flows for each of the years ended December 31, 2005, 2006 and 2007 (the “China Medstar Audited Financial
Statements”).

     (c) The Aohua Audited Financial Statements and the China Medstar Audited Financial Statements (i) were prepared in accordance with GAAP and IFRS, respectively, consistently applied throughout the period
covered thereby; (ii) fairly present the consolidated financial condition of Aohua and its Subsidiaries and China Medstar and its Subsidiaries, respectively, as of the respective dates thereof and their consolidated results
of operations and cash flows for the respective periods covered thereby in accordance with GAAP and IFRS, respectively, consistently applied throughout the respective periods covered thereby; and (iii) show all
Indebtedness and other liabilities, direct or contingent, of Aohua and its Subsidiaries and China Medstar and its Subsidiaries, respectively, as of the respective dates thereof, including liabilities for Taxes and other
commitments.

     Section 4.10. Books and Records. All accounts, ledgers, material files, documents, instruments, papers, books and records relating to the business, operations, conditions (financial or other) of the Group, results of
operations, and assets and properties of the Group (collectively, the “Books and Records”), each as supplied to the Investors, are true, correct, complete and current; there are no inaccuracies or discrepancies of any
kind contained or reflected therein; and they have been maintained in accordance with relevant legal requirements and high industry standards, including the maintenance of an adequate system of internal controls.

     Section 4.11. No Material Adverse Effect. Since the Balance Sheet Date, there has been no event, occurrence, development or state of circumstances or facts that has had or could reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect.

     Section 4.12. No Material Liabilities. No Group Company has any liabilities and obligations of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, and there is no
existing condition, situation or set of circumstances which could reasonably be expected to result in such a liability, other than

     (i) liabilities provided for in the audited consolidated balance sheet of Aohua and its Subsidiaries and the audited consolidated balance sheet of China Medstar and its Subsidiaries, in each case as of the
December 31, 2007; and

     (ii) liabilities that are individually in excess of RMB200,000 and are as set forth in a written schedule to be provided by the Company
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to the Investors within five (5) Business Days after the date hereof (the “Schedule of Liabilities”).

     Section 4.13. Absence of Changes. Since the Balance Sheet Date, each Group Company has conducted its business in the ordinary course, in substantially the same manner in which it had been previously conducted
and there has not been, except as set forth in Schedule 4.13:

     (a) any amendment of the memorandum and articles of association or other similar organizational documents (whether by merger, consolidation or otherwise) of any Group Company, other than in connection with
the transactions contemplated in the Series A Share Subscription Agreement and this Agreement;

     (b) any splitting, combination or reclassification of any shares of capital stock of any Group Company or declaration, setting aside or payment of any dividend or other distribution (whether in cash, stock or property
or any combination thereof) with respect to the capital stock of any Group Company, or redemption, repurchase or other acquisition or offer to redeem, repurchase, or otherwise acquire any Company Securities or any
Subsidiary Securities;

     (c) (i) any issuance, delivery or sale, or authorization of the issuance, delivery or sale of, any shares of any Company Securities or Subsidiary Securities, other than the issuance of Subsidiary Securities to any Group
Company or (ii) amendment of any term of any Company Security or any Subsidiary Security (in each case, whether by merger, consolidation or otherwise);

     (d) any incurrence of any capital expenditures or any obligations or liabilities with respect thereto by any Group Company, except for those which are individually less than RMB200,000 or are contemplated by the
capital expenditure budget for the Group approved by a majority of the board of directors of the Company (the “Capex Budget”);

     (e) any acquisition (by merger, consolidation, acquisition of stock or assets or otherwise), directly or indirectly, by any Group Company of any assets, securities, properties, interests or businesses, other than (i) any
acquisition of assets and properties (except for the business or business unit of any third party) with a consideration of less than RMB200,000 and (ii) any acquisition in the ordinary course of business of such Group
Company in a manner that is consistent with past practice;

     (f) any sale, lease or other transfer, or creation or incurrence of any Lien on, any material assets, securities, material properties, interests or businesses of any Group Company;
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     (g) other than in connection with actions permitted by Section 4.13(c), Section 4.13(d) or Section 4.13(e), the making by any Group Company of any loans, advances or capital contributions to, or investments in, any
other Person, other than in the ordinary course of business consistent with past practice;

     (h) the creation, incurrence, assumption or sufferance to exist by any Group Company of any Indebtedness;

     (i) any damage, destruction or other casualty loss (whether or not covered by insurance) affecting the business or assets of any Group Company that has had or could reasonably be expected to have, individually or in
the aggregate, a Material Adverse Effect;

     (j) (i) the entering into of any agreement or arrangement that limits or otherwise restricts in any material respect any Group Company or any of its Affiliates or any successor thereto or that could, after the Closing
Date, limit or restrict in any material respect any Group Company or any of its respective Affiliates, from engaging or competing in any line of business, in any location or with any Person or (ii) the entering into,
amendment or modification in any material respect or termination of any Major Contract or waiver, release or assignment of any material rights, claims or benefits of any Group Company;

     (k) except as required by the PRC’s Labor Contract Law, effective January 1, 2008, and any related interpretations or implementing regulations, (i) the grant or increase of any severance or termination pay to (or
amend any existing arrangement with) any director, officer or employee of any Group Company, (ii) any increase in benefits payable under any existing severance or termination pay policies or employment agreements,
(iii) the entering into of any employment, deferred compensation or other similar agreement (or amendment of any such existing agreement) with any director, officer or employee of any Group Company, (iv) the
establishment, adoption or amendment of any collective bargaining, bonus, profit-sharing, thrift, pension, retirement, deferred compensation, compensation, stock option, restricted stock or other benefit plan or
arrangement covering any director, officer or employee of any Group Company or (v) any 25% or greater increase in compensation, bonus or other benefits payable to any director, officer or employee of any Group
Company;

     (l) any labor dispute, other than routine individual grievances, or any activity or proceeding by a labor union or representative thereof to organize any employees of any Group Company, which employees were not
subject to a collective bargaining agreement at the Balance Sheet Date, or any material lockouts, strikes, slowdowns, work stoppages or threats thereof by or with respect to such employees;
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     (m) any change in the Company’s methods of accounting, except as required by concurrent changes in GAAP or IFRS as agreed to by its independent public accountants;

     (n) any settlement, or offer or proposal to settle, (i) any material litigation, investigation, arbitration, proceeding or other claim involving or against any Group Company, (ii) any stockholder litigation or dispute
against any Group Company or any of its officers or directors or (iii) any litigation, arbitration, proceeding or dispute that relates to the transactions contemplated hereby; or

     (o) any Tax election, change any annual tax accounting period made or changed, any method of tax accounting adopted or changed, any Tax returns amended or claims for Tax refunds filed, any closing agreement
entered, any Tax claim, audit or assessment settled, or any right to claim a Tax refund, offset or other reduction in Tax liability surrendered, in each case in any material respect, other than those adopted by the Group
Companies to comply with any changes in the laws, rules and regulations of any Governmental Authority.

     Section 4.14. Credit Line. The Group is entitled to borrow additional loans in aggregate principal amount of up to RMB150,000,000 under Contracts that are existing and effective as of the date hereof. The Group
shall be entitled to borrow such loans on the Closing Date under Contracts that will be existing and effective as of the Closing Date.

     Section 4.15. Compliance with Laws.

     (a) All Group Companies are, and at all times have been, in compliance with all applicable Laws in all material respects.

     (b) No event has occurred or circumstance exists that (with or without notice or lapse of time): (i) may constitute or result in a violation by any Group Company of, or a failure on the part thereof to comply with, any
applicable Laws in any material respect; or (ii) may give rise to any obligation on the part of any Group Company to undertake, or to bear all or any portion of the cost of, any remedial action of any nature. No Group
Company has received any notice or other communication (whether oral or written) from any Governmental Authority regarding: (x) any actual, alleged, possible, or potential violation of, or failure to comply with, any
applicable Laws; or (y) any actual, alleged, possible, or potential obligation on the part of any Group Company to undertake, or to bear all or any portion of the cost of, any remedial action of any nature.

     Section 4.16. Anti-Corruption. (a) None of the Group Companies nor any of their respective directors, officers, agents, employees, or any other Person associated with or acting for or on behalf of the foregoing, has
offered, paid, promised to pay, or authorized the payment of any money, or offered, given a promise to give, or authorized the giving of anything of value, to any Government
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Official, to any political party or official thereof or to any candidate for political office (or to any Person where any Group Company or any of its directors, officers, agents, employees or other Person knew or was aware
of a high probability that all or a portion of such money or thing of value would be offered, given or promised, directly or indirectly, to any Government Official, political party, party official, or candidate for political
office) for the purposes of:

     (i) (x) influencing any act or decision of such Government Official, political party, party official, or candidate in his or its official capacity; (y) inducing such Government Official, political party, party official or
candidate to do or omit to do any act in violation of the lawful duty of such Government Official, political party, party official or candidate; or (z) securing any improper advantage; or

     (ii) inducing such Government Official, political party, party official, or candidate to use his or its influence with any Governmental Authority to affect or influence any act or decision of such Governmental
Authority, in order to assist any Group Company in obtaining or retaining business for or with, or directing business to any Group Company, except insofar as the payment, gift, offer or promise was lawful under
the Laws of the country in which the Government Official, political party, party official or candidate for political office serves in such capacity.

     (b) None of the Group Companies nor any of their respective directors, officers, agents, employees or any other Person acting for or on behalf of the foregoing, has taken or caused to be taken any action in
connection with the business and operations of the Group Companies that is prohibited by or otherwise violates the FCPA, the OECD Rules or any other applicable anti-bribery law.

     (c) None of the Company Securities or Subsidiary Securities are beneficially or legally owned or held by, any Government Official, political party, party official or known/announced candidate for political office.
None of the employees, officers or directors of any Group Company is a Government Official.

     Section 4.17. US Office of Foreign Assets Control. None of the Group Companies nor any director, officer, agent, employee or affiliate of any Group Company is currently subject to any US sanctions administered
by the Office of Foreign Assets Control of the US Treasury Department (“OFAC”), nor is it located, organized or resident in a country or territory that is the subject of OFAC-administered sanctions. The Company will
not directly or indirectly use the proceeds of sale of the Purchased Shares contemplated hereby, or lend, contribute or otherwise make available such proceeds to any Person for the purpose of financing the activities of
or business with any Person, or in any country or territory, that is currently subject to any US sanctions administered by
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OFAC, or in a manner that would otherwise cause any Person to violate any OFAC-administered sanctions.

     Section 4.18. No Litigation. Except as otherwise set forth in Schedule 4.18, there are no actions, suits, proceedings, claims or disputes (or any basis therefor) pending or threatened or contemplated, at law, in equity,
in arbitration or before any Governmental Authority, by or against any Group Company, any of its directors or officers or any of its assets or properties.

     Section 4.19. Property; Liens. (a) No Group Company owns any real property. Each Group Company has valid leasehold interests in all real property leased or used by such Group Company. Each Group Company
has good record and marketable title to, or valid leasehold interests in, all other assets and properties owned by or reflected in the Books and Records of such Group Company as owned by such Group Company, or
necessary to, or used or currently intended to be used in, the ordinary conduct of the business of such Group Company. All leases of real property and all other assets and properties are in good standing and there does
not exist under any such lease any default or any event which with notice or lapse of time or both would constitute a default, except for such default which would not be reasonably expected to have a Material Adverse
Effect.

     (b) Schedule 4.19(b) sets forth all medical equipment owned, leased or used by any Group Company, the purchase price of which exceeds RMB1,000,000. Each Group Company has (i) good and marketable title to
or valid leasehold interests in all such medical equipment and (ii) all consents, approvals, authorizations, permits, licenses, certificates, registrations and filings required by applicable Laws for the ownership, lease or
use of all medical equipment owned, leased or used by such Group Company.

     (c) Each Group Company has maintained the assets and properties owned or leased by it or which it otherwise has the right to use in good repair, working order and operating condition subject only to ordinary wear
and tear, and all such assets and properties are fully adequate and suitable to conduct such businesses as currently conducted by such Group Company.

     (d) None of the assets or properties owned by or reflected in the Books and Records of any Group Company as owned by any Group Company, or necessary to, or used or currently intended to be used in, the
ordinary conduct of the business of any Group Company is subject to any Lien.

     Section 4.20. Tax. Except as set forth in Schedule 4.20, each Group Company has filed all national, provincial and local Tax returns and reports required to be filed under the applicable Laws, and have paid all
national, provincial and local Taxes, assessments, fees and other governmental charges levied or imposed upon it or its assets or properties, revenue or income or
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otherwise due and payable in accordance with the requirements of the relevant tax authorities. To the Company’s knowledge, there is no proposed Tax assessment against any Group Company. There has been no claim
concerning any liability for Taxes of any Group Company asserted, raised or, to the Company’s knowledge, threatened by any taxing authority and no circumstances exist to form the basis for such a claim or issue
which could be material to any Group Company.

     Section 4.21. Affiliate Transactions. All Contracts or transactions that are in force on the date hereof, to or by which any Group Company, on the one hand, and any Affiliate of any Group Company, on the other
hand, are or have been a party or otherwise bound or affected were on terms and conditions as favorable to such Group Company as would have been obtainable by it at the time in a comparable arm’s-length
commercial transaction with an unrelated party.

     Section 4.22. Intellectual Property.

     (a) Each Group Company owns or possesses sufficient legal rights to all Intellectual Property Rights as are necessary to the conduct of its businesses as now conducted and as presently proposed to be conducted. The
consummation of the transactions contemplated by this Agreement and the other Transaction Documents will not alter, encumber, impair or extinguish any Owned Intellectual Property Rights or Licensed Intellectual
Property Rights. None of such Intellectual Property Rights is being infringed by third parties.

     (b) All of the Licensed Intellectual Property Rights are in full force and effect in accordance with their terms, and are free and clear of any Liens. No Group Company is in default under any Licensed Intellectual
Property Right, and no such default is currently threatened.

     (c) The conduct by the Group of its business does not infringe the rights of any third party in respect of any Intellectual Property Rights nor has any Group Company received any communication that a claim or
demand has been made, or threatened to be made to this effect.

     (d) Except as set forth in Schedule 4.22(d), no Group Company owns any trademarks.

     (e) No Group Company is registered by any Government Authority as the owner of any copyright.

     (f) Except for the domain names listed in Schedule 4.22(f), which domain names have been registered with the domain name registration institutions throughout the world, no Group Company is the registered owner
of any domain names. No Group Company is aware of any claim of any third party in respect of the domain names listed in Schedule 4.22(f).
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     Section 4.23. Major Contracts. (a) Schedule 4.23 lists all Contracts (the “Major Contracts”) that are in force on the date hereof to which any Group Company is a party or by which any of such Group Company’s
assets or properties may be bound or affected and that are:

     (i) Contracts with a term of three years or longer for the leasing of medical equipment by any Group Company to any third party;

     (ii) Contracts under which the Group Companies manage medical equipment owned by third parties;

     (iii) Contracts that require the payment by or to any Group Company of an amount in excess of RMB1,000,000 or that have resulted in an obligation for any Group Company to pay, or the right for any Group
Company to receive, an amount in excess of RMB1,000,000;

     (iv) partnership, joint venture or other similar agreements and arrangements;

     (v) Contracts relating to the acquisition or disposition of any business (whether by merger, sale of stock, sale of assets or otherwise);

     (vi) Contracts relating to the borrowing of money by any Group Company, in each case in excess of RMB1,000,000;

     (vii) Contracts relating to extension of credit by any Group Company;

     (viii) agency, dealer, sales representative, marketing and other similar agreements;

     (ix) agreements by any Group Company with (A) any of its Affiliates, (B) any Person directly or indirectly owning, controlling or holding with power to vote any of the outstanding equity securities of any
Group Company or any Affiliate of such Person, (C) any Person whose outstanding voting securities are directly or indirectly owned, controlled or held with power to vote by any Group Company or (D) any
director or officer of any Group Company or any Affiliates of any such director or officer;

     (x) agreements that limit the freedom of any Group Company to compete in any line of business or with any Person or in any area; or

     (xi) agreements, commitments, arrangements or plans that (A) are material to the business, operations, results of operations, condition (financial or otherwise), assets and properties or liabilities of any Group
Company, (B) impose material obligations (whether or not monetary) on
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any Group Company, or (C) are otherwise necessary or advisable for the proper and efficient operation of any Group Company

     (b) True and complete copies of each Major Contract have been made available to the Investors for their review.

     (c) Each Major Contract: (i) is legal, valid, binding, enforceable and in full force and effect; and (ii) will not cease to be legal, valid, binding, enforceable and in full force and effect on identical terms as a result of
the transactions contemplated in this Agreement and other Transaction Documents.

     (d) No Group Company nor, to the knowledge of the Company and the Controlling Shareholders, any other party thereto is in breach or default, or has repudiated any provision, of any such Major Contract and no
event has occurred which with notice or lapse of time would constitute a breach or default, or permit termination, modification or acceleration under any such Major Contract, except such breach or default which would
not reasonably be expected to have a Material Adverse Effect.

     (e) None of the Contracts to which the Company or any of its Subsidiary is a party restricts the right of any Group Company or its Affiliates to carry on or continue their respective business in the normal course or to
implement the respective business plan.

     (f) No Group Company has delegated any power or issued any powers of attorney in favor of any Person, other than powers of attorney issued to directors, officers, or employees of any Group Company for purpose
of executing contracts or agreements for and on behalf of such Group Company in the ordinary course of business.

     (g) All the Major Contracts have been revised, amended or modified to satisfy the requirements under the Laws of the PRC or as required from time to time by Governmental Authorities.

     Section 4.24. Insurance Coverage. Schedule 4.24 sets forth a list of all insurance policies relating to the material assets, business, operations, employees, officers or directors of the Group. The Company has made
available to the Investors true and complete copies of all such insurance policies. There is no claim by any Group Company pending under any of such policies as to which coverage has been questioned, denied or
disputed by the underwriters of such policies or in respect of which such underwriters have reserved their rights. All premiums payable under all such policies have been timely paid and the Group Companies have
otherwise complied fully in all material respects with the terms and conditions of all such policies. Such policies of insurance have been in effect since the dates set forth in Schedule 4.24 and remain in full force and
effect. Such policies are of the type and in amounts customarily carried by Persons conducting
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businesses similar to those of the Group in the PRC. None of the Group Companies or the Controlling Shareholders knows of any threatened termination of, premium increase with respect to, or material alteration of
coverage under, any of such policies.

     Section 4.25. Environmental Matters. (a) (i) No notice, notification, demand, request for information, citation, summons or order has been received, no complaint has been filed, no penalty has been assessed and no
investigation, action, claim, suit, proceeding or review is pending or threatened by any Governmental Authority or other Person with respect to any matters relating to any Group Company and relating to or arising out
of any Environmental Law.

     (ii) There are no liabilities of or relating to any Group Company of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, arising under or relating to any
Environmental Law, and there are no facts, conditions, situations or set of circumstances which could reasonably be expected to result in or be the basis for any such liability.

     (iii) Except as set forth in Schedule 4.25(a)(iii), no polychlorinated biphenyls, radioactive materials, lead, asbestos-containing materials, incinerators, sumps, surface impoundments, lagoons, landfills, septics,
wastewater treatments or other disposal systems or underground storage tanks (active or inactive) are or have been present at, on or under any property now or previously owned, leased or operated by any Group
Company.

     (iv) No Hazardous Substance has been discharged, disposed of, dumped, injected, pumped, deposited, spilled, leaked, emitted or released at, on or under any property now or previously owned, leased or
operated by any Group Company in violation of any laws or regulations.

     (v) Each Group Company is in compliance with all Environmental Laws and have obtained and are in compliance with all Environmental Permits; such Environmental Permits are valid and in full force and
effect and will not be terminated or impaired or become terminable, in whole or in part, as a result of the transactions contemplated hereby.

     (b) There has been no environmental investigation, study, audit, test, review or other analysis conducted in relation to the current or prior business of any Group Company or any property or facility now or previously
owned, leased or operated by any Group Company which has not been delivered to the Investors at least 10 days prior to the date hereof.
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     (c) For purposes of this Section, the terms “Group Company” shall include any entity which is, in whole or in part, a predecessor of such Group Company.

     Section 4.26. Employees, Labor Matters, Etc.

     (a) Schedule 4.26(a) sets forth a true and complete list of the names and titles of all directors of each Group Company and employees of each Group Company holding a title of regional general manager or above (the
“Key Employees”). None of the Key Employees has indicated to any Group Company or Controlling Shareholder that he or she intends to resign or retire or otherwise within one year after the Closing Date.

     (b) Each Group Company is in compliance with all currently applicable Laws respecting employment and employment practices, terms and conditions of employment and wages and hours, and are not engaged in
any unfair labor practice, failure to comply with which or engagement in which, as the case may be, would reasonably be expected to have a Material Adverse Effect. There are no material labor disputes currently
subject to any grievance procedure, arbitration or litigation with respect to any employee of any Group Company.

     (c) There are no written employment or consultancy agreements with respect to any employee of any Group Company that cannot be terminated by such Group Company by giving notice of three months or less to
the other parties to such agreements without giving rise to any claim for damages or compensation beyond such notice period, except required otherwise under applicable labor and employment related laws.

     (d) Except as set forth in Schedule 4.26(d), there are currently no stock option or other stock-based incentive plans, nor have any such stock options or other stock-based incentives been granted to any employees.

     Section 4.27. Permits. Schedule 4.27 correctly describes each Consent of any Governmental Authority affecting, or relating in any way to, the assets or business of any Group Company (the “Permits”) together with
the name of the Governmental Authority issuing such Permit. Except for the Consents set forth in Schedule 4.27, no other Consents of any Governmental Authority are necessary for the conduct of the business of any
Group Company. Except as expressly described in Schedule 4.27, the Permits are valid and in full force and effect. No Group Company is in default under, nor does any condition exist that with notice or lapse of time
or both would constitute a default under, the Permits. There is no outstanding or, to the knowledge of the Company, anticipated investigation, enquiry or proceeding which is reasonably likely to result in the suspension,
cancellation, modification or revocation of any such Permits. None of the Permits will be terminated or impaired or become terminable, in whole or in part, as a result of the transactions contemplated hereby. Each
Group Company is in
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compliance with all the terms and conditions of, or relating to, all such Permits and none of the Group Companies has any reason to believe that any of such Permits listed on Schedule 4.27 will not be renewed on or
prior to its termination date.

     Section 4.28. Accounts Receivable. (a) Schedule 4.28 sets forth each and all accounts receivable in excess of RMB50,000 of each Group Company as of August 31, 2008 and the due dates of such accounts
receivable.

     (b) Each and all accounts receivable in excess of RMB50,000 of each Group Company as of September 30, 2008 and the due dates of such accounts receivable will be set forth in a schedule to be provided by the
Company to the Investors within five (5) Business Days of the date hereof (the “September A/R Schedule”).

     Section 4.29. China Medstar Acquisition. (a) The acquisition of China Medstar by Ascendium (“China Medstar Acquisition”) has been duly approved by all parties to such acquisition in accordance with their
respective organizational documents, (b) the Consents of all applicable Governmental Authorities with respect to the China Medstar Acquisition were obtained, (c) the China Medstar Acquisition has been consummated
and Ascendium has acquired and validly holds free of any Liens all the outstanding equity securities of China Medstar, and (d) the China Medstar Acquisition does not constitute any breach or violation of, or default
under (i) the constitutional documents of any of the Group Companies, (ii) any Contract, Consents or other agreement or instrument to which a Group Company is a party or by which any Group Company’s assets or
properties may be bound or affected, and (iii) any applicable Laws or other applicable Consents.

     Section 4.30. Disclosure. No representation or warranty of the Group Companies and the Controlling Shareholders in this Agreement, as qualified by the Schedules attached hereto, and no document, instrument or
certificate furnished to the Investors by the Closing contains any untrue statement of material fact or omits or will omit to state a material fact necessary to make the statements contained herein or therein not misleading
in light of the circumstances under which they were made.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES REGARDING THE CONTROLLING SHAREHOLDERS

     Each of the Controlling Shareholders represents and warrants to the Investors as of the date hereof and as of the Closing Date that:
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     Section 5.01. Power and Authority. Each of the Controlling Shareholders has the legal right and full power and authority to execute and deliver this Agreement and each other Transaction Document to which he or
she is a party and to perform his or her obligations hereunder and thereunder.

     Section 5.02. Enforceability.

     (a) Each of the Controlling Shareholders has duly executed and delivered this Agreement and will execute and deliver each other Transaction Document to which he or she is a party by the Closing Date.

     (b) This Agreement constitutes, and each other Transaction Document to which such Controlling Shareholder is a party (when executed) will constitute, the legal, valid and binding obligations of such Controlling
Shareholder, as applicable, enforceable against him or her in accordance with the terms hereof and thereof.

     Section 5.03. Non-contravention. The execution, delivery and performance by each Controlling Shareholder of this Agreement and each other Transaction Document to which he or she is a party, and the
consummation of the transactions contemplated hereby and thereby, do not and will not:

     (a) conflict with, contravene, result in a violation or breach of or default (with or without the giving of notice or the lapse of time or both); or

     (b) result in the creation of any Lien (or any obligation to create any Lien) upon any of the properties or assets of such Controlling Shareholder;

     in each case under (w) any Laws applicable to or binding on such Controlling Shareholder or any of his or her assets or properties, (x) any order, injunction, writ or decree of any Governmental Authority or any
arbitral award to which such Controlling Shareholder or any of its assets or properties is subject, or (y) any Contract, or any other agreement or instrument to which he or she is a party or by which any of his or her
assets or properties may be bound.

     Section 5.04. Governmental Authorization. No Consent by any Governmental Authority or any other Person is necessary or required in connection with the execution, delivery or performance by, or enforcement
against, any Controlling Shareholder under this Agreement or any other Transaction Document to which he or she is a party.

     Section 5.05. Ownership of Shares. Each of the Controlling Shareholders is, and immediately prior to the Closing shall be, the legal and beneficial owner of a number of Ordinary Shares set forth opposite the name
of such Controlling Shareholder in Schedule 5.05, which Ordinary Shares represent, and immediately prior to the Closing shall represent, a percentage of the outstanding Ordinary

32



 

Shares (calculated on a Fully-Diluted basis) set forth opposite the name of such Controlling Shareholder, free and clear of any Liens and any other limitation or restriction (including any restriction on the right to vote,
sell or otherwise dispose of such Ordinary Shares). Except for such Ordinary Shares, such Controlling Shareholder does not hold, and immediately prior to the Closing Date will not hold, directly or indirectly, any
Company Securities.

ARTICLE 6
REPRESENTATIONS AND WARRANTIES OF INVESTORS

     Each Investor represents and warrants to the Company as of the date hereof and as of the Closing Date that:

     Section 6.01. Corporate Status. Such Investor is duly organized, validly existing and in good standing under the laws of its jurisdictions of formation.

     Section 6.02. Power And Authority. Such Investor has the requisite power and authority to execute and deliver this Agreement and other Transaction Documents to which it is a party and to perform its obligations
hereunder and thereunder.

     Section 6.03. Enforceability. Such Investor has duly executed and delivered this Agreement. This Agreement constitutes, and other Transaction Documents to which it is a party (when executed) will constitute, the
legal, valid and binding obligations of such Investor, enforceable against it in accordance with the terms hereof and thereof.

     Section 6.04. Non-contravention. The execution, delivery and performance by such Investor of this Agreement do not and will not in any material respect conflict with, contravene, result in a violation or breach of or
default (with or without the giving of notice or the lapse of time or both) under (x) any applicable Laws, (y) any order, injunction, writ or decree of any Governmental Authority or any arbitral award to which such
Investor is subject, or (z) the organization documents of such Investor.

     Section 6.05. Purchase for Investment. Such Investor is purchasing the Series B Shares for investment for its own account or for the accounts of its Permitted Transferees (as defined in the Amended and Restated
Shareholders’ Agreement) and not with a view to, or for sale in connection with, any distribution thereof (except for transfers to its Permitted Transferees). Such Investor (either alone or together with its advisors) has
sufficient knowledge and experience in financial and business matters so as to be capable of evaluating the merits and risks of its investment in the Series B Shares and is capable of bearing the economic risks of such
investment.
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     Section 6.06. Accredited Investor. Carlyle and Starr are each an “accredited investor” within the meaning of Rule 501 under the Securities Act.

     Section 6.07. U.S. Person. CICC is not a U.S. person within the meaning of Rule 902(k) of Regulation S under the Securities Act.

     Section 6.08. Legends. Investors acknowledge that each certificate evidencing the securities issued pursuant to this Agreement may bear the following legends:

     (a) “THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED, AND THE RULES AND
THE REGULATIONS PROMULGATED THEREUNDER, AS IN EFFECT FROM TIME TO TIME (THE “SECURITIES ACT”) OR ANY SECURITIES LAWS OF ANY STATE OF THE UNITED STATES. SUCH
SECURITIES MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED WITHIN THE UNITED STATES OR TO ANY UNITED STATES PERSON EXCEPT PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER THE SECURITIES ACT.”

     (b) Any legend required by any other applicable securities Laws.

     Section 6.09. Litigation. There is no action, suit, investigation or proceeding pending against, or to the knowledge of such Investor threatened against or affecting, such Investor before any arbitrator or any
Governmental Authority which in any manner challenges or seeks to prevent, enjoin, alter or materially delay the transactions contemplated by this Agreement and the other Transaction Documents.

ARTICLE 7
COVENANTS OF THE GROUP AND CONTROLLING SHAREHOLDERS

     Section 7.01. Conduct of the Company. From the date hereof until the Closing Date, each Group Company shall, and each of the Controlling Shareholders shall cause each Group Company to, conduct its business in
the ordinary course consistent with past practice and use its best efforts to (i) preserve intact its present business organization, (ii) maintain in effect all of its licenses, permits, consents, franchises, approvals and
authorizations, (iii) preserve or renew all of its registered patents, trademarks, tradenames, and service marks, (iv) keep available the services of its directors, officers and key employees, (v) maintain satisfactory
relationships with its customers, lenders, suppliers and other Persons having material business relationships with it, (vi) manage its working capital (including the timing of collection of accounts receivable and of the
payment of
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accounts payable and the management of inventory) in the ordinary course of business consistent with past practice and (vii) continue to make capital expenditures consistent with the capital expenditure budget for the
Group approved by a majority of the board of directors of the Company. Without limiting the generality of the foregoing, except as expressly contemplated by this Agreement or as otherwise approved by each Investor,
each Group Company shall not, and each Controlling Shareholder shall cause each Group Company not to:

     (a) amend its articles of incorporation, bylaws or other similar organizational documents (whether by merger, consolidation or otherwise);

     (b) split, combine or reclassify any of its or its Subsidiaries’ shares of capital stock or declare, set aside or pay any dividend or other distribution (whether in cash, stock or property or any combination thereof) in
respect of its or its Subsidiaries capital stock, or redeem, repurchase or otherwise acquire or offer to redeem, repurchase, or otherwise acquire any Company Securities or any Subsidiary Securities;

     (c) (i) issue, deliver or sell, or authorize the issuance, delivery or sale of, any shares of any Company Securities or Subsidiary Securities, other than the issuance of any Subsidiary Securities to any Group Company or
(ii) amend any term of any Company Security or any Subsidiary Security (in each case, whether by merger, consolidation or otherwise);

     (d) incur any capital expenditures or any obligations or liabilities in respect thereof, except for (i) those contemplated by the capital expenditure budget approved by the board of directors of the Company and (ii) any
unbudgeted capital expenditures not to exceed RMB5,000,000 individually or RMB10,000,000 in the aggregate;

     (e) acquire (by merger, consolidation, acquisition of stock or assets or otherwise), directly or indirectly, any assets, securities, properties, interests or businesses, other than (i) supplies in the ordinary course of
business of such Group Company in a manner that is consistent with past practice and (ii) acquisitions with a purchase price (including assumed indebtedness) that does not exceed RMB1,000,000 individually or
RMB2,000,000 in the aggregate;

     (f) sell, lease or otherwise transfer, or create or incur any Lien on, any Group Company’s assets, securities, properties, interests or businesses;

     (g) other than in connection with actions permitted by Section 7.01(d) or Section 7.01(e), make any loans, advances or capital contributions to, or investments in, any other Person, other than in the ordinary course of
business consistent with past practice;
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     (h) create, incur, assume, suffer to exist or otherwise be liable with respect to any Indebtedness;

     (i) (i) enter into any agreement or arrangement that limits or otherwise restricts in any material respect any Group Company or any of its Affiliates or any successor thereto or that could, after the Closing Date, limit
or restrict in any material respect any Group Company, any Investor or any of their respective Affiliates, from engaging or competing in any line of business, in any location or with any Person or (ii) enter into, amend
or modify in any material respect or terminate any contract required to be disclosed by Section 4.23 or otherwise waive, release or assign any material rights, claims or benefits of any Group Company;

     (j) (i) grant or increase any severance or termination pay to (or amend any existing arrangement with) any director, officer or employee of any Group Company except as required by law, (ii) increase benefits payable
under any existing severance or termination pay policies or employment agreements, (iii) enter into any employment, deferred compensation or other similar agreement (or amend any such existing agreement) with any
director, officer or employee of the any Group Company, (iv) establish, adopt or amend (except as required by applicable Laws) any collective bargaining, bonus, profit-sharing, thrift, pension, retirement, deferred
compensation, compensation, stock option, restricted stock or other benefit plan or arrangement covering any director, officer or employee of any Group Company or (v) increase compensation, bonus or other benefits
payable to any director, officer or employee of any Group Company;

     (k) change the Group’s methods of accounting, except as required by concurrent changes in GAAP, as agreed to by its independent public accountants;

     (l) settle, or offer or propose to settle, (i) any material litigation, investigation, arbitration, proceeding or other claim involving or against any Group Company, (ii) any stockholder litigation or dispute against any
Group Company or any of its officers or directors or (iii) any litigation, arbitration, proceeding or dispute that relates to the transactions contemplated hereby;

     (m) make or change any Tax election, change any annual tax accounting period, adopt or change any method of tax accounting, amend any Tax returns or file claims for Tax refunds, enter any closing agreement,
settle any Tax claim, audit or assessment, or surrender any right to claim a Tax refund, offset or other reduction in Tax liability;

     (n) take any action that would make any representation or warranty of any Group Company hereunder, or omit to take any action necessary to prevent any representation or warranty of any Group Company
hereunder from being, inaccurate in any respect at, or as of any time before, the Closing Date; or
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     (o) agree, resolve or commit to do any of the foregoing.

     Section 7.02. Use of Proceeds. (a) The entire proceeds from the sale of the Series B Shares pursuant to Article 2 shall be deposited into the Company’s bank account and any withdrawals from such account shall
require the prior written consent by each of the Investors and the Company. No withdrawal from such account shall be allowed unless (i) such withdrawal is permitted by, and the funds to be so withdrawn are to be used
pursuant to, a budget and business plan approved by the board of directors of the Company (including a majority of the directors to be designated by the Investors pursuant to the Amended and Restated Shareholders’
Agreement) or (ii) such withdrawal has been made upon the prior written consent by each of the Company and the Investors.

     (b) The Company shall use the proceeds from the sale of the Series B Shares as contemplated in this Agreement only for working capital requirements and mergers or acquisitions approved by the Company’s board
of directors (including a majority of the directors to be designated by the Investors pursuant to the Amended and Restated Shareholders’ Agreement).

     Section 7.03. Access to Information; Confidentiality.

     (a) From the date hereof until the Closing Date, the Company will (i) give, and will cause each other Group Company to give, each Investor, its counsel, financial advisors, auditors and other authorized
representatives full access to the offices, properties, books and records of each Group Company, (ii) furnish, and will cause each Group Company to furnish, to each Investor, its counsel, financial advisors, auditors and
other authorized representatives such financial and operating date and other information relating to any Group Company as such Persons may reasonably request and (iii) instruct the employees, counsel and financial
advisors of each Group Company to reasonably cooperate with each Investor in its investigation of the Group. No investigation by any Investor or other information received by any Investor shall operate as a waiver or
otherwise effect any representation, warranty or agreement given or made by any Group Company or any Controlling Shareholder hereunder.

     (b) Each Investor and its Affiliates will hold, and will use their best efforts to cause their respective officers, directors, employees, accountants, counsel, consultants, advisors and agents to hold, in confidence, unless
compelled to disclose by judicial or administrative process or by other requirements of law, all confidential documents and information concerning any Group Company furnished to such Investor or its Affiliates in
connection with the transactions contemplated by this Agreement, except to the extent that such information can be shown to have been (i) previously known on a non-confidential basis by such Investor, (ii) in the
public domain through no fault of such Investor or (iii) later lawfully acquired by such Investor from sources other than the Group; provided that any Investor may disclose such information to its officers, directors,
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employees, accountants, counsel, consultants, advisors and agents in connection with the transactions contemplated by this Agreement so long as such Persons are directed by such Investor to treat such information
confidentially and agree to be bound by the confidentiality obligations under this Agreement. The obligation of each Investor and its Affiliates to hold any such information in confidence shall be satisfied if they
exercise the same care with respect to such information as they would take to preserve the confidentiality of their own similar information. If this Agreement is terminated, each Investor and its Affiliates will and will
use their best efforts to cause their respective officers, directors, employees, accountants, counsel, consultants, advisors and agents to, destroy or deliver to the Company, upon request, all documents and other materials,
and all copies thereof, obtained by such Investor or its Affiliates or on their behalf from any Group Company in connection with this Agreement that are subject to such confidence. Notwithstanding the return or
destruction of such information, the Investors and its Affiliates shall continue to be bound by the confidentiality obligations hereunder.

     Section 7.04. Compliance with Law; Consents. (a) Each Group Company shall comply in all material respects with the requirements of all applicable Laws.

     (b) No Group Company shall purchase, lease or otherwise invest in any medical equipment without obtaining all Permits required by applicable Laws for the acquisition, use, lease and sale of such medical
equipment, including any required 

     (c) Each Group Company shall obtain all Permits required by applicable Laws for each medical equipment owned, used or leased by such Group Company, including any required 
 by the completion of the QPO.

     (d) Upon receipt of a written request from any Investor, Aohua shall duly assign or novate each and all of the medical equipment lease agreements of Aohua in the manner and by the date specified in such request.

     Section 7.05. Insurance. To the extent such insurance coverage is available in the PRC and can be practically obtained on commercially reasonable terms, each Group Company shall promptly obtain (i) general
property and casualty equipment insurance for each medical equipment owned by any Group Company with a purchase price in excess of RMB1,000,000 to the extent not already obtained, and (ii) medical liability
insurance for each hospital and private clinic whose majority equity interests are owned by the Group, in each case of the type and in the amount customarily carried by Persons conducting businesses similar to those of
such Group Company in the PRC.

     Section 7.06. Amended and Restated Shareholders’ Agreement. The Company and each of the Controlling Shareholders shall, and shall cause each

38



 

other holder of the Ordinary Shares to, execute and deliver the Amended and Restated Shareholders’ Agreement by the Closing.

     Section 7.07. Share Charge. Within fifteen (15) Business Days after the Closing, each Controlling Shareholder shall cause such Controlling Shareholder’s Controlling Shareholder Holding Company to deliver to the
Investors a first priority security interest in such number of Ordinary Shares equal to 40% of the Ordinary Shares held by such Controlling Shareholder Holding Company which is set forth opposite such Controlling
Shareholder’s name in Schedule 5.05 (the “Charged Shares” of such Controlling Shareholder), free and clear of any Liens and any other limitation or restriction pursuant to the relevant Share Charge Agreement.

     Section 7.08. Amendment No. 2 to Series A Share Subscription Agreement. Each Group Company and Controlling Shareholder shall execute and deliver the Amendment No. 2 to Series A Share Subscription
Agreement by the Closing.

     Section 7.09. Amendment to Convertible Loan Agreement. Each Group Company and Controlling Shareholder shall execute and deliver the Amendment to Convertible Loan Agreement by the Closing.

     Section 7.10. Second Amended and Restated Memorandum of Articles. The Company and each of the Controlling Shareholders shall, and shall cause the board of directors of the Company and the other shareholders
of the Company to, approve and adopt the Second Amended and Restated Memorandum and Articles by the Closing.

     Section 7.11. Adoption of International Accounting Standards. As soon as practicable after the Closing, the Group shall adopt US GAAP or IFRS for all internal accounting and external accounting reports made to
shareholders or investors. US GAAP or IFRS will be the accounting standard applied to all valuation matters with respect to the obligations of each Group Company, each Controlling Shareholder to the Investors.

     Section 7.12. QPO. Each Group Company and each Controlling Shareholder shall use its or his or her best efforts to complete the QPO by the third anniversary of the Closing Date.

     Section 7.13. Employment Contracts. (a) As soon as practicable after the Closing and, in any event, within ninety (90) days thereof, each of the Key Employees, on the one hand, and the Company, on the other, shall
enter into an employment contract, in a form satisfactory to the Investors, for a term of no less than three years.
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     (b) The Company shall cause each other executive officer of the Company to enter into such employment agreement promptly after the commencement of the employment of such executive officer.

     Section 7.14. Non-Competition Agreement. (a) As soon as practicable after the Closing and, in any event, within ninety (90) days thereof, the Company shall enter into a non-competition agreement with each of the
Key Employees. Such non-competition agreements shall provide, among other provisions, that none of the Key Employees nor their respective Affiliates shall (i) join or establish any business entity engaging in any
activities that compete with any Group Company, (ii) employ any employees of any Group Company or solicit any such employee to terminate his employment relationship with such Group Company, (iii) engage in
any transactions or dealings with any customer of any Group Company that may compete with the business of any Group Company, or (iv) otherwise engage in any activities outside the Group that may compete with
the business of any Group Company without the approval by a majority of the directors of the Company (which majority shall include a majority of the directors designated by the Investors).

     (b) The Company shall cause each other executive officer of the Company or any other Group Company to enter into such non-competition agreement promptly after the commencement of the employment of such
executive officer.

     Section 7.15. Intellectual Property Rights. (a) Each of the Key Employees agrees that the Group shall have a right of first refusal to purchase any technology or Intellectual Property Rights relating to the provision of
medical services or manufacture of medical equipment, in each case owned or developed by such Key Employee or any of his Affiliates. The Company shall not exercise such right of first refusal without the approval
by a majority of the directors of the Company (which majority shall include a majority of the directors designated by the Investors).

     (b) As soon as practicable after the Closing, the Company shall enter into an intellectual property rights agreement with each of the Group’s employees and consultants in form and substance reasonably satisfactory
to the Investors providing that all Intellectual Property Rights developed by such employees and consultants shall be owned by the Group and governing the transfer and protection of such Intellectual Property Rights.
The Controlling Shareholders shall cause each of the Group’s employees and consultants to enter into such intellectual property rights agreement.

     Section 7.16. Employee Share Incentive Plans. (a) Notwithstanding anything to the contrary set forth in Section 7.01, prior to the Closing Date, the Company may adopt an employee share incentive plan under which
the Company will be authorized to grant a maximum number of share options and/or restricted
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shares equal to 1.5% of the Ordinary Shares outstanding immediately prior to the Closing, calculated on a Fully-Diluted basis (the “Pre-Closing Options Pool”). Notwithstanding anything to the contrary set forth in the
Amended and Restated Shareholders’ Agreement and the Second Amended and Restated Memorandum and Articles, the majority of the directors of the Company (which majority shall include the directors designated
by Carlyle and CICC pursuant to the Existing Shareholders’ Agreement or the Amended and Restated Shareholders’ Agreement, as applicable) shall have the sole right to determine the granting of the share options
and/or restricted share awards in the Pre-Closing Options Pool.

     (b) The majority of the directors of the Company (which majority shall include all directors designated by the Investors pursuant to the Amended and Restated Shareholders’ Agreement) may adopt an employee
share incentive plan under which the Company will be authorized to grant (i) a maximum number of share options and/or restricted shares equal to 3.0% of the Ordinary Shares outstanding on (x) the QPO Date or
(y) April 30, 2009, whichever is earlier, calculated on a Fully-Diluted basis (the “Post-Closing Options Pool”); provided that (A) no share options and/or restricted shares in the Post-Closing Options Pool shall be
granted to any of the Controlling Shareholders unless such grant has been approved by all directors of the Company designated by the Investors pursuant the Amended and Restated Shareholders’ Agreement, and
(B) the exercise price of any such share option shall not be lower than the fair market value of the Ordinary Share on a per share basis on the date that such share option is granted.

     Section 7.17. Notices of Certain Events. The Company shall promptly notify each Investor of:

     (a) any notice or other communication from any Person alleging that the consent of such Person is or may be required in connection with the transactions contemplated by this Agreement or any other Transaction
Documents;

     (b) any notice or other communication from any Governmental Authority in connection with the transactions contemplated by this Agreement or any other Transaction Document; and

     (c) any actions, suits, claims, investigations or proceedings commenced or threatened against, relating to or involving or otherwise affecting any Group Company or Controlling Shareholder that, if pending on the
date of this Agreement, would have been required to have been disclosed pursuant to Section 4.18 that relate to the consummation of the transactions contemplated by this Agreement or any other Transaction
Document;

     provided, however, that the delivery of any notice pursuant to this Section 7.17 shall not limit or otherwise affect the remedies available hereunder to the party receiving that notice.
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     Section 7.18. Schedule of Liabilities. Within five (5) Business Days of the date hereof, the Company shall deliver to the Investors the Schedule of Liabilities.

     Section 7.19. September A/R Schedule. Within five (5) Business Days of the date hereof, the Company shall deliver to the Investors the September A/R Schedule.

ARTICLE 8
COVENANTS OF ALL PARTIES

     Each party hereto agrees that:

     Section 8.01. Best Efforts; Further Assurance. Subject to the terms and conditions of this Agreement, it will use its best efforts to take, or cause to be taken, all actions and to do, or cause to be done, all things
necessary or desirable under applicable Laws to consummate the transactions contemplated by this Agreement and the other Transaction Documents, including (i) preparing and filing as promptly as practicable with any
Governmental Authority or other third party all documentation to effect all necessary filings, notices, petitions, statements, registrations, submissions of information, applications and other documents and (ii) obtaining
and maintaining all Consents required to be obtained from any Governmental Authority or other third party that are necessary, proper or advisable to consummate the transactions contemplated by this Agreement and
the other Transaction Documents. Each of the Group Companies and the Controlling Shareholders agrees to deliver such other documents, certificates, agreements and other writings and to take such other actions as
may be necessary or desirable in order to consummate or implement expeditiously the transactions contemplated by this Agreement and the other Transaction Documents.

     Section 8.02. Certain Filings. It shall cooperate with the other parties hereto (i) in determining whether any action by or in respect of, or filing with, any Governmental Authority is required, or any actions, Consents
or waivers are required to be obtained from parties to any material Contracts, in connection with the consummation of the transactions contemplated by this Agreement and the other Transaction Documents and (ii) in
taking such actions or making any such filings, furnishing information required in connection therewith and seeking timely to obtain any such actions or Consents.

     Section 8.03. Public Announcements. The parties agree to consult with each other before issuing any press release or making any public statement with respect to this Agreement or any other Transaction Document
or the transactions contemplated hereby or thereby and, except for any press releases and public statements the making of which may be required by applicable Laws or any
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listing agreement with any securities exchange, will not issue any such press release or make any such public statement prior to such consultation.

ARTICLE 9
CONDITIONS TO CLOSING

     Section 9.01. Conditions to Obligations of the Investors. The obligations of each Investor to consummate the Closing are subject to the satisfaction (or waiver by such Investor) of the following conditions:

     (a) Representations. The representations and warranties of each of the Group Companies and the Controlling Shareholders contained in this Agreement and in any certificate or other writing delivered by it in
connection with the Closing shall, disregarding all materiality and Material Adverse Effect qualifications included therein, be true and correct in all material respects at and as of the Closing Date as if made at and as of
such date.

     (b) Performance. Each of the Group Companies and the Controlling Shareholders shall have performed and complied with all covenants, undertakings, agreements, obligations and conditions required to be
performed or complied with by it on or prior to the Closing Date under this Agreement or any other Transaction Documents.

     (c) Government Approval. Each of the Group Companies and the Controlling Shareholders shall have obtained all Consents of all applicable Governmental Authorities for the consummation of the transactions
contemplated by this Agreement and the other Transaction Documents and all such Consents shall be effective as of the Closing.

     (d) Corporate Authorization. The board of directors and the shareholders of each Group Company shall have approved this Agreement and the transactions contemplated hereunder in accordance with its
organizational documents.

     (e) No Prohibition by Law. No provision of any applicable Law shall prohibit the consummation of the Closing.

     (f) No Litigation. There shall not be threatened, instituted or pending any action or proceeding by any Person before any Governmental Authority or any arbitration body against any of the Group Companies, the
Controlling Shareholders and the Investors seeking to enjoin, delay, challenge the validity of, or assert any liability against any of them on account of, this Agreement or any other Transaction Document.
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     (g) No Material Adverse Change. There shall have been no event or circumstance on or prior to the Closing that has had or could be reasonably expected to have, either individually or in the aggregate, a Material
Adverse Effect and there shall have been no change in Laws that has had or could be reasonably expect to have, either individually or in the aggregate, a material adverse effect on such Investor’s voting interests in the
Company or such Investor’s economic interests in the Group, taken as a whole.

     (h) Schedule of Liabilities. The Company shall have delivered the Schedule of Liabilities to such Investor and the form and substance of such Schedule of Liabilities shall be satisfactory to such Investor in its sole
discretion.

     (i) September A/R Schedule. The Company shall have delivered the September A/R Schedule to such Investor.

     (j) Second Amended and Restated Memorandum and Articles. The board of directors and the shareholders of the Company shall have approved and duly adopted the Second Amended and Restated Memorandum and
Articles, which Second Amended and Restated Memorandum and Articles shall be valid and effective on the Closing Date.

     (k) Amended and Restated Shareholders’ Agreement. The Company and each Person who is a shareholder of the Company on the Closing Date shall have executed and delivered the Amended and Restated
Shareholders’ Agreement, which Amended and Restated Shareholders’ Agreement shall be valid and effective on the Closing Date.

     (l) Amendment No. 2 to Series A Share Subscription Agreement. Each Group Company, each Controlling Shareholder and each other Investor shall have executed and delivered the Amendment No. 2 to Series A
Share Subscription Agreement, which Amendment No. 2 to Series A Share Subscription Agreement shall be valid and effective on the Closing Date.

     (m) Amendment to Convertible Loan Agreement. Each Group Company, each Controlling Shareholder and each other Investor shall have executed and delivered the Amendment to Convertible Loan Agreement,
which Amendment to Convertible Loan Agreement shall be valid and effective on the Closing Date.

     (n) Opinion of the Company’s Cayman Islands Counsel. Such Investor shall have received from the Cayman Islands counsel for the Company a legal opinion, dated the Closing Date, in form and substance
satisfactory to such Investor.

     (o) Opinion of the Company’s British Virgin Islands Counsel. Such Investor shall have received from the British Virgin Islands counsel for the
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Company a legal opinion, dated the Closing Date, in form and substance satisfactory to such Investor.

     (p) Opinion of the Company’s Hong Kong Counsel. Such Investor shall have received from the Hong Kong counsel for the Company a legal opinion, dated the Closing Date, in form and substance satisfactory to such
Investor.

     (q) Opinion of the Company’s Singapore Counsel. Such Investor shall have received from Singapore counsel for the Company a legal opinion, dated the Closing Date, in form and substance satisfactory to such
Investor.

     (r) Opinion of the Company’s PRC Counsel. Such Investor shall have received from the PRC counsel for the Company a legal opinion, dated the Closing Date, in form and substance satisfactory to such Investor.

     (s) Opinion of the Company’s United Kingdom Counsel. Such Investor shall have received from United Kingdom counsel for the Company a legal opinion, dated the Closing Date, in form and substance satisfactory
to such Investor.

     (t) Process Agent. Each of the Group Companies and the Controlling Shareholders shall have irrevocably appointed a process agent in New York City, New York to accept, for and on its behalf, service of notice,
request or other communication or process in any legal action or proceedings arising out of or in connection with this Agreement or any other Transaction Documents.

     (u) Appointment of Directors. The person designated by such Investor to serve as a director of each Group Company shall have been elected as director of such Group Company pursuant to the Amended and Restated
Shareholders’ Agreement and such election shall have been duly executed and evidenced under all applicable Laws.

     (v) Compliance Certificate. The Company shall have delivered to the Investors a certificate, dated the Closing Date, signed by the Chief Executive Officer of the Company, in form and substance satisfactory to the
Investors, certifying that the conditions set forth in this Article 9 have been satisfied as of the Closing Date.

     Section 9.02. Additional Condition to the Obligations of Starr. In addition to the conditions set forth in Section 9.01, the obligations of Starr to consummate the transactions contemplated by this Agreement and the
other Transaction Documents are subject to the consummation by Carlyle and CICC of the transactions contemplated by this Agreement and the other Transaction Documents. For the avoidance of doubt, the respective
obligations of Carlyle and CICC to consummate the transactions contemplated by this Agreement and the
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other Transaction Documents are not subject to (i) the consummation of such obligations of the other or (ii) the consummation of the obligations of Starr to consummate the transactions contemplated by this Agreement
and the other Transaction Documents.

ARTICLE 10
SURVIVAL; INDEMNIFICATION

     Section 10.01. Survival. Each representation and warranty of the parties hereto contained in this Agreement or in any certificate or other writing delivered pursuant hereto or in connection herewith shall survive the
Closing until the earlier to occur of (i) the third anniversary of the Closing Date and (ii) the latest date permitted by law; provided that the representations and warranties in Sections 4.01 through 4.07 and Article 5 shall
survive indefinitely. The covenants and agreements of the parties hereto contained in this Agreement or in any certificate or other writing delivered pursuant hereto or in connection herewith shall survive the Closing
indefinitely or for the shorter period explicitly specified therein, except that for such covenants and agreements that survive for such shorter period, breaches thereof shall survive indefinitely or until the latest date
permitted by law. Notwithstanding the preceding sentences, any breach of representation, warranty, covenant or agreement with respect to which indemnity may be sought under this Agreement shall survive the time at
which it would otherwise terminate pursuant to the preceding sentences, if notice of the inaccuracy or breach thereof giving rise to such right of indemnity shall have been given to the party against whom such
indemnity may be sought prior to such time.

     Section 10.02. Indemnification. (a) Effective at and after the Closing, each of the Group Companies and the Controlling Shareholders agrees to indemnify, jointly and severally, each Investor, its Affiliates and their
respective successors and assignees against and agree to hold each of them harmless from any and all damage, loss, liability and expense (including reasonable expenses of investigation and reasonable attorneys’ fees
and expenses in connection with any action, suit or proceeding whether involving a third party claim or a claim solely between the parties hereto and any incidental, indirect or consequential damages, losses, liabilities
or expenses, and any lost profits or diminution in value) (“Damages”), incurred or suffered by such Investor, any of its Affiliates or any of their respective successors and assignees arising out of any misrepresentation
or breach of warranty by any Group Company or any Controlling Shareholder (determined, without regard to any qualification or exception contained therein relating to materiality or Material Adverse Effect or any
similar qualification or standard, including specified dollar thresholds) or breach of covenant or agreement made or to be performed by any Group Company or any Controlling Shareholder pursuant to this Agreement
regardless of whether such Damages arise as a result of the negligence, strict liability or any other liability under any theory
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of law or equity of, or violation of any law by, such Investor, any of its Affiliates or any of its successors or assignees. The aggregate liabilities of the Group Companies and the Controlling Shareholders under this
Section 10.02 for Damages incurred by the Indemnified Parties (as defined below) shall not exceed the sum of (x) the aggregate Purchase Price for the Purchased Shares paid by the Investors and (y) an additional
amount guaranteeing a Rate of Return of at least 12.5% to the Investors for such aggregate Purchase Price. Notwithstanding anything herein to the contrary, none of the Indemnified Parties shall be entitled to recover
any Damages unless and until the total of all Damages exceeds US$500,000. Once the total of all Damages exceeds US$500,000, the Indemnified Parties shall be entitled to recover all Damages including the first
US$500,000.

     (b) Notwithstanding anything to the contrary in this Agreement, each of the Controlling Shareholders agrees to indemnify, jointly and severally, the Company and its successors from and against all Damages
(including all reasonable costs and expenses of investigation by engineers, environmental consultants and similar technical personnel), whether accrued, contingent, absolute, determined, determinable or otherwise,
incurred or suffered by the Company or any of such successors which arise out of or relate to (i) any Environmental Law or Hazardous Substance, or (ii) any actions occurring or conditions existing on or prior to the
Closing Date regardless of whether such Damages arise as a result of the negligence, strict liability or any other liability under any theory of law or equity of, or violation of any law by, such Investor, any of such
Affiliates or any of such successors or assigns.

     (c) Notwithstanding anything to the contrary in this Agreement, each of the Controlling Shareholders agrees to indemnify, jointly and severally, the Company and its successors from (i) any fines or penalties arising
from the non-payment or delinquent payment of the Tax of any Group Company or any of its Subsidiaries related to a Pre-Closing Tax Period, and all Damages arising out of or incident to the imposition, assessment or
assertion of any such Tax or any failure to pay such Tax, (ii) any losses from the disposition of Medstar (Beijing) International Anti-aging Health Bio-tech Inc. 

, (iii) any amount owed by any Group Company to Shenzhen Aowo International Co., Ltd.  and/or Aberdour
International Investment Inc., (iv) any fines arising from any violation of FCPA, the OECD Rules or any other applicable anti-bribery Law or OFAC prior to the Closing Date, (v) the amount of any non-payment or
delinquent payment of any amounts that any PRC Subsidiary should have contributed prior to the Closing Date to the reserve fund, the enterprise expansion fund, the bonus and welfare fund or any other funds
contribution to which by such PRC Subsidiary is mandatorily required by the Laws of the PRC and all fines and penalties arising from such non-payment or delinquent payment, and (vi) any
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monetary awards against any Group Company in connection with any litigation arising from any circumstances existing on or prior to the Closing Date.

     Section 10.03. Procedures. The party seeking indemnification under Section 10.02 (the “Indemnified Party”) agrees to give prompt notice to the party against whom indemnity is sought (the “Indemnifying Party”)
of the assertion of any claim, or the commencement of any suit, action or proceeding in respect of which indemnity may be sought under such Section. The Indemnifying Party may at the request of the Indemnified
Party participate in and control the defense of any such suit, action or proceeding at its own expense; provided that the Indemnifying Party (i) shall defend such claim, suit, action or proceeding diligently and (ii) shall
not effect any settlement unless the Indemnified Party has been fully released from any liabilities in connection with such claim, suit, action or proceeding. The Indemnifying Party shall not be liable under Section 10.02
for any settlement effected by the Indemnified Party without its consent of any claim, litigation or proceeding in respect of which indemnity may be sought hereunder.

ARTICLE 11
TERMINATION

     Section 11.01. Grounds for Termination. This Agreement may be terminated at any time prior to the Closing:

     (a) by mutual written agreement of the Company and the Investors;

     (b) by either the Company or the Investors, if there shall be any Applicable Law that makes consummation of the transactions contemplated hereby illegal or otherwise prohibited or if consummation of the
transactions contemplated hereby would violate any nonappealable final order, decree or judgment of any Governmental Authority having competent jurisdiction; or

     (c) by either the Company or any of the Investors, if the Closing does not take place prior to and including the fifth (5th) Business Day after the date hereof.

The party desiring to terminate this Agreement pursuant to clause 11.01(b) or 11.01(c) shall give notice of such termination to the other party.

     Section 11.02. Effect of Termination. If this Agreement is terminated as permitted by Section 11.01, such termination shall be without liability of any party (or any stockholder, director, officer, employee, agent,
consultant or representative of such party) to the other parties to this Agreement; provided that if such termination shall result from the (i) willful failure of any party to fulfill a
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condition to the performance of the obligations of the other parties, (ii) failure to perform a covenant of this Agreement or (iii) breach by any party hereto of any representation or warranty or agreement contained
herein, such party shall be fully liable for any and all Damages incurred or suffered by the other parties as a result of such failure or breach. The provisions of this Section 11.02 and Sections 12.06, 12.07 and 12.08 shall
survive any termination hereof pursuant to Section 11.01.

ARTICLE 12
MISCELLANEOUS

     Section 12.01. Notices. All notices and other communications hereunder shall be in writing and shall be deemed effectively given upon personal delivery to the party to be notified; on the next Business Day after
delivery to a recognized overnight courier service; upon confirmation of receipt of a facsimile transmission; or five days after deposit with a recognized postal service, by registered or certified mail (return receipt
requested), postage prepaid, to the parties at the following addresses (or at such other address for a party as shall be specified by like notice; provided that notices of a change of address shall be effective only upon
receipt thereof):

     If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Facsimile: 86-10-6505-3796
Attention: Ms. Shirley Chen

     If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Facsimile: 86-10-8529-9877
Attention: Mr. Feng Xiao

     With a copy to:
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Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel.: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Show-Mao Chen, Esq.

     If to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel.: 852-2905-1166
Fax: 852-2905-1555
Attention: Elaine Zong

     With a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel.: 86-10-6535-5500
Fax: 86-10-6505-5522
Attention: Peter X. Huang

     If to the Company, to:

Concord Medical Services Holdings Limited
P.O. Box 103
NO. 01, 37/F, Landmark
4028 Jintian Road, Futian District
Shenzhen 518035
People’s Republic of China
Facsimile: 86-755-8221-0429
Attention: Mr. Steven Sun, President

50



 

     With a copy to:

Simpson Thacher & Bartlett LLP
35th Floor, ICBC Tower
3 Garden Road
Central, Hong Kong
Tel.: 852-2514-7600
Fax: 852-2869-7694
Attention: Leiming Chen

or such other address or facsimile number as such party may hereafter specify for the purpose by notice to the other parties hereto. All such notices, requests and other communications shall be deemed received on the
date of receipt by the recipient thereof if received prior to 5:00 p.m. in the place of receipt and such day is a Business Day in the place of receipt. Otherwise, any such notice, request or communication shall be deemed
not to have been received until the next succeeding Business Day in the place of receipt.

     Section 12.02. Amendments and Waivers. (a) Any provision of this Agreement may be amended or waived if, but only if, such amendment or waiver is in writing and is signed, in the case of an amendment, by each
party to this Agreement, or in the case of a waiver, by the party against whom the waiver is to be effective.

     (b) No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof
or the exercise of any other right, power or privilege. The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law.

     Section 12.03. Disclosure Schedule References. The parties hereto agree that any reference in a particular Section of the Disclosure Schedule shall, unless otherwise stated therein, only be deemed to be an exception
to (or, as applicable, a disclosure for purposes of) the representations and warranties (or covenants, as applicable) of the relevant party that are contained in the corresponding Section of this Agreement.

     Section 12.04. Expenses. Except as otherwise provided herein, all costs and expenses incurred in connection with this Agreement shall be paid by the party incurring such cost or expense. With the exception of the
consulting fees Starr incurs relating to the engagement of The Monitor Group, the Company shall pay, up to an aggregate maximum of US$350,000, all reasonable out-of-pocket third party professional costs and
expenses of the Investors in connection with the preparation and negotiation of this Agreement and the documents and instruments referred to herein, the due diligence review in connection with transactions
contemplated hereby and thereby and Closing (including, without limitation, the
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reasonable fees and disbursements of counsel for the Investors). In the event that the Investors pay any of the costs and expenses for which the Company is responsible for paying under this Section 12.04, the Company
shall promptly reimburse the Investors for all such costs and expenses.

     Section 12.05. Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns; provided that no party may
assign, delegate or otherwise transfer any of its rights or obligations under this Agreement without the consent of each other party hereto; except that each Investor may transfer or assign its rights and obligations under
this Agreement, in whole or from time to time in part, to (i) one or more of its Affiliates at any time and (ii) after the Closing Date, to any Person; provided that no such transfer or assignment shall relieve such Investor
of its obligations hereunder or enlarge, alter or change any obligation of any other party hereto or due to the Investors.

     Section 12.06. Governing Law. This Agreement shall be governed by and construed in accordance with the law of the State of New York, without regard to the conflicts of law rules of such state.

     Section 12.07. Jurisdiction. The parties hereto agree that any suit, action or proceeding seeking to enforce any provision of, or based on any matter arising out of or in connection with, this Agreement or the
transactions contemplated hereby shall be brought in the United States District Court for the Southern District of New York or any New York State court sitting in New York City, so long as one of such courts shall have
subject matter jurisdiction over such suit, action or proceeding, and that any cause of action arising out of this Agreement shall be deemed to have arisen from a transaction of business in the State of New York, and each
of the parties hereby irrevocably consents to the jurisdiction of such courts (and of the appropriate appellate courts therefrom) in any such suit, action or proceeding and irrevocably waives, to the fullest extent permitted
by law, any objection that it may now or hereafter have to the laying of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding brought in any such court has been
brought in an inconvenient forum. Process in any such suit, action or proceeding may be served on any party anywhere in the world, whether within or without the jurisdiction of any such court. Without limiting the
foregoing, each party agrees that service of process on such party as provided in Section 12.01 shall be deemed effective service of process on such party.

     Section 12.08. WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING
OUT OF OR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.
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     Section 12.09. Counterparts; Effectiveness; Third Party Beneficiaries. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures
thereto and hereto were upon the same instrument. This Agreement shall become effective when each party hereto shall have received a counterpart hereof signed by all of the other parties hereto. Until and unless each
party has received a counterpart hereof signed by the other party hereto, this Agreement shall have no effect and no party shall have any right or obligation hereunder (whether by virtue of any other oral or written
agreement or other communication). No provision of this Agreement is intended to confer any rights, benefits, remedies, obligations, or liabilities hereunder upon any Person other than the parties hereto and their
respective successors and assigns.

     Section 12.10. Entire Agreement. This Agreement, the Amended and Restated Shareholders’ Agreement and the Second Amended and Restated Memorandum and Articles constitute the entire agreement between the
parties with respect to the subject matter of this Agreement and supersedes all prior agreements and understandings, both oral and written, between the parties with respect to the subject matter of this Agreement.

     Section 12.11. Severability. If any term, provision, covenant or restriction of this Agreement is held by a court of competent jurisdiction or other Governmental Authority to be invalid, void or unenforceable, the
remainder of the terms, provisions, covenants and restrictions of this Agreement shall remain in full force and effect and shall in no way be affected, impaired or invalidated so long as the economic or legal substance of
the transactions contemplated hereby is not affected in any manner materially adverse to any party. Upon such a determination, the parties shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the parties as closely as possible in an acceptable manner in order that the transactions contemplated hereby be consummated as originally contemplated to the fullest extent possible.

     Section 12.12. Specific Performance. The parties hereto agree that irreparable damage would occur if any provision of this Agreement were not performed in accordance with the terms hereof and that the parties
shall be entitled to an injunction or injunctions to prevent breaches of this Agreement or to enforce specifically the performance of the terms and provisions hereof in the United States District Court for the Southern
District of New York or any New York State court sitting in New York City, in addition to any other remedy to which they are entitled at law or in equity.

     Section 12.13. Joint Drafting. Each party hereto has participated in the drafting of this Agreement, which each party acknowledges is the result of extensive negotiations between the parties. If an ambiguity or
question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by

53



 

the parties, and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the authorship of any provision.
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     IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written.
   
CONCORD MEDICAL SERVICES HOLDINGS 
LIMITED
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
ASCENDIUM GROUP LIMITED
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
CHINA MEDSTAR LIMITED
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
CYBER MEDICAL NETWORK LTD.
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
OUR MEDICAL SERVICES, LTD.
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
CHINA MEDICAL SERVICES (HOLDINGS) 
LIMITED
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:

 



 

   
SHENZHEN AOHUA MEDICAL SERVICES CO., LTD.

   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
SHENZHEN AOHUA MEDICAL LEASING AND SERVICES CO., LTD.

   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
SHANGHAI MEDSTAR LEASING CO., LTD.

   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
CMS HOSPITAL MANAGEMENT CO., LTD.

   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:

 



 

   
/s/ Cheng Zheng
 

Cheng Zheng, in his individual capacity
   
CZY INVESTMENTS LIMITED
   
By: /s/ Cheng Zheng
  

 

  Name: Cheng Zheng
  Title:
   
/s/ Yang Jianyu
 

Yang Jianyu, in his individual capacity
   
DAKETALA INTERNATIONAL INVESTMENT
HOLDINGS LTD.
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title:
   
/s/ Steve Sun
 

Steve Xiaodi Sun, in his individual capacity
   
DRAGON IMAGE INVESTMENT LTD.
   
By: /s/ Steve Sun
  

 

  Name: Steve Xiaodi Sun
  Title:

 



 

   
/s/ Zhang Jing
 

Zhang Jing, in his individual capacity
   
THOUSAND OCEAN GROUP LIMITED
   
By: /s/ Zhang Jing
  

 

  Name: Zhang Jing
  Title:
   
/s/ Yap Yaw Kong
 

Yap Yaw Kong, in his individual capacity
   
TOP MOUNT GROUP LIMITED
   
By: /s/ Yap Yaw Kong
  

 

  Name: Yap Yaw Kong
  Title:
   
/s/ Bona Lau
 

Bona Lau, in her individual capacity
   
NOTABLE ENTERPRISE LIMITED
   
By: /s/ Bona Lau
  

 

  Name: Bona Lau
  Title:

 



 

   
/s/ Liu Haifeng
 

Liu Haifeng, in his individual capacity

 



 

   
CICC SUN COMPANY LIMITED
   
By: /s/ Shirley Shiyou Chen
  

 

  Name: Shirley Shiyou Chen
  Title: Director

 



 

   
CARLYLE ASIA GROWTH PARTNERS III, L.P.
   
By: CAGP General Partner, L.P., as its General Partner
   
By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
   
By: /s/ Daniel A. D’Aniello
  

 

  Name: Daniel A. D’Aniello
  Title: Director
   
CAGP III CO-INVESTMENT, L.P.
   
By: CAGP General Partner, L.P., as its General Partner
   
By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
   
By: /s/ Daniel A. D’Aniello
  

 

  Name: Daniel A. D’Aniello
  Title: Director

 



 

   
STARR INVESTMENTS CAYMAN II, INC.
   
By: /s/ Michael J. Horvath
  

 

  Name: Michael J. Horvath
  Title: Director
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Exhibit 4.8

EXECUTION COPY

AMENDMENT TO SHARE SUBSCRIPTION AGREEMENT

     AMENDMENT TO SHARE SUBSCRIPTION AGREEMENT (this “Amendment”) dated as of October 20, 2008 (the “Amendment Date”) by and among (1) CICC Sun Company Limited, a company incorporated
under the laws of the British Virgin Islands (“CICC”), (2) Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”), (3) CAGP III Co-Investment, L.P.
(“CAGP Co-Invest”, together with CAGP, “Carlyle”), (4) Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, together with CICC and Carlyle, the “Investors”),
(5) Concord Medical Services Holdings Limited, an exempted company with limited liability organized and existing under the laws of the Cayman Islands (the “Company”), and (6) the other parties set forth in the
signature pages hereof.

W I T N E S S E T H :

     WHEREAS, the parties hereto entered into a Share Subscription Agreement dated as of October 10, 2008 (the “Agreement”) pursuant to which the Company agreed to issue and sell to each of the Investors and each
of the Investors agreed to subscribe for certain Series B convertible redeemable preferred shares, par value $0.01 per share, of the Company (the “Series B Shares”) on the terms and conditions set forth in the
Agreement;

     WHEREAS, the parties hereto and thereto desire to amend the Agreement to reflect the changes set forth herein.

     NOW, THEREFORE, the parties hereto agree as follows:

     Section 1. Amendment. (a) The Agreement is amended by replacing the existing definition of “Share Charge Agreements” in Section 1.01(a) in its entirety with the following new definition:

     “‘Share Charge Agreements’ means, collectively:

     (A)

     (1) the Share Charge Agreement between the Investors and Mr. Cheng’s Holding Company,

     (2) the Share Charge Agreement between the Investors and Mr. Yang’s Holding Company,

 



 

     (3) the Share Charge Agreement between the Investors and Mr. Sun’s Holding Company,

     (4) the Share Charge Agreement between the Investors and Mr. Zhang’s Holding Company,

     (5) the Share Charge Agreement between the Investors and Mr. Yap’s Holding Company,

     (6) the Share Charge Agreement between the Investors and Ms. Lau’s Holding Company,

     in each case to be entered into within fifteen (15) Business Days of the Closing Date and substantially in the form attached as Exhibit E hereto, and

     (B)

     (1) the Share Charge Agreement between the Investors and Mr. Cheng’s Holding Company,

     (2) the Share Charge Agreement between the Investors and Mr. Yang’s Holding Company,

     (3) the Share Charge Agreement between the Investors and Mr. Sun’s Holding Company,

     (4) the Share Charge Agreement between the Investors and Mr. Zhang’s Holding Company,

     (5) the Share Charge Agreement between the Investors and Mr. Yap’s Holding Company,

     (6) the Share Charge Agreement between the Investors and Ms. Lau’s Holding Company,

     in each case to be entered into within fifteen (15) Business Days of the Closing Date and substantially in the form attached as Exhibit F hereto.”

     (b) The Agreement is amended by replacing the reference to the definition of “Charged Shares” in Section 1.01(b) with the following new reference:
     
Charged Shares   7.07(b)

     (c) The Agreement is amended by adding the following rows to the table in Section 1.01(b) in the appropriate alphabetic order:
     
Part I of the Charged Shares   7.07(a)
Part II of the Charged Shares   7.07(b)
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     (d) The Agreement is amended by replacing the existing Section 7.07 in its entirety with the following new Section 7.07:

     “Section 7.07. Share Charge. (a) Within fifteen (15) Business Days after the Closing, each Controlling Shareholder shall cause such Controlling Shareholder’s Controlling Shareholder Holding Company to
deliver to the Investors a first priority security interest in such number of Ordinary Shares equal to 40% of the Ordinary Shares held by such Controlling Shareholder Holding Company, which is set forth opposite
such Controlling Shareholder’s name in Schedule 5.05 (“Part I of the Charged Shares” of such Controlling Shareholder), free and clear of any Liens and any other limitation or restriction pursuant to the relevant
Share Charge Agreement set forth in Part (A) of the definition of “Share Charge Agreements” in Section 1.01(a).

     (b) Within fifteen (15) Business Days after the Closing, each Controlling Shareholder shall cause such Controlling Shareholder’s Controlling Shareholder Holding Company to deliver to the Investors a first
priority security interest in such number of Ordinary Shares equal to 20% of the Ordinary Shares held by such Controlling Shareholder Holding Company, which is set forth opposite such Controlling Shareholder’s
name in Schedule 5.05 (“Part II of the Charged Shares” of such Controlling Shareholder and, together with Part I of the Charged Shares of such Controlling Shareholder, the “Charged Shares” of such
Controlling Shareholder), free and clear of any Liens and any other limitation or restriction pursuant to the relevant Share Charge Agreement set forth in Part (B) of the definition of “Share Charge Agreements” in
Section 1.01(a).”

     (e) The Agreement is amended by replacing the existing Section 10.02(c) in its entirety with the following new Section 10.02(c):

     “(c) Notwithstanding anything to the contrary in this Agreement, each of the Controlling Shareholders agrees to indemnify, jointly and severally, the Company and its successors from (i) any fines or penalties
arising from the non-payment or delinquent payment of the Tax of any Group Company or any of its Subsidiaries related to a Pre-Closing Tax Period, and all Damages arising out of or incident to the imposition,
assessment or assertion of any such Tax or any failure to pay such Tax, (ii) any losses from the disposition of Medstar (Beijing) International Anti-aging Health Bio-tech Inc. 

, (iii) any amount owed by any Group Company to Shenzhen Aowo International Co., Ltd.  and/or Aberdour
International Investment Inc., (iv) any fines arising from any
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violation of FCPA, the OECD Rules or any other applicable anti-bribery Law or OFAC prior to the Closing Date, (v) the amount of any non-payment or delinquent payment of any amounts that any PRC Subsidiary
should have contributed prior to the Closing Date to the reserve fund, the enterprise expansion fund, the bonus and welfare fund or any other funds contribution to which by such PRC Subsidiary is mandatorily
required by the Laws of the PRC and all fines and penalties arising from such non-payment or delinquent payment, (vi) any monetary awards against any Group Company in connection with any litigation arising
from any circumstances existing on or prior to the Closing Date and (vii) any monetary awards or monetary settlements against any Group Company and any other Damages incurred or suffered by any Group
Company, in each case arising out of any claim, dispute or litigation in connection with any acquisition by any Group Company of any Person (other than Persons established under the Laws of the PRC) which has
been consummated prior to the Closing Date.”

     (f) The Agreement is amended by adding the attached Exhibit F as Exhibit F to the Agreement.

     Section 2. Effect of Amendment. Except as amended by this Amendment, the Agreement shall remain unchanged and in full force and effect. From and after the Amendment Date, each reference to “this Agreement,”
“hereof,” “hereunder” or words of like import, and all references to the Agreement in any and all agreements, instruments, documents, notes, certificates and other writings of every kind and nature shall be deemed to
mean the Agreement as amended by this Amendment, except as is otherwise expressly stated.

     Section 3. General. (a) This Amendment shall be binding on the successors and permitted assigns of the parties hereto; (b) this Amendment shall be governed by and construed in accordance with the laws of the
State of New York, without regard to conflicts of law principles thereunder and shall be subject to the jurisdiction of the courts in the State of New York; (c) this Amendment may be executed in more than one
counterpart, each of which shall be deemed an original and any counterpart so executed shall be deemed to be one and the same instrument; (d) each party hereto acknowledges that the parties hereto have participated
jointly in the negotiation and drafting of this Amendment, and in the event an ambiguity or question of intent or interpretation arises, this Amendment shall be construed as if drafted jointly by the parties hereto and no
presumption or burden of proof shall arise favoring or disfavoring any party hereto by virtue of the authorship of any of the provisions of this Amendment; (e) if any part of any provision of this Amendment shall be
invalid or unenforceable under applicable law, such part shall be ineffective to the extent of such invalidity only, without in any way affecting the remaining parts of such provision or the remaining provisions of this
Amendment; and (f) each party hereto acknowledges that the remedies at law of the other parties hereto for a breach or threatened breach of this Amendment would be inadequate and, in recognition of this fact, any
party
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hereto, without posting any bond, and in addition to all other remedies that may be available, shall be entitled to obtain equitable relief in the form of specific performance, a temporary restraining order, a temporary or
permanent injunction or any other equitable remedy that may then be available.

[The remainder of this page has been intentionally left blank]
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     IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written.
     
 CONCORD MEDICAL SERVICES HOLDINGS LIMITED

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 ASCENDIUM GROUP LIMITED

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 CHINA MEDSTAR LIMITED

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 CYBER MEDICAL NETWORK LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 OUR MEDICAL SERVICES, LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 CHINA MEDICAL SERVICES (HOLDINGS) LIMITED

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 

 



 

     
 SHENZHEN AOHUA MEDICAL SERVICES CO., LTD.

 
 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 SHENZHEN AOHUA MEDICAL LEASING AND SERVICES CO., LTD.

 
 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 SHANGHAI MEDSTAR LEASING CO., LTD.

 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
 CMS HOSPITAL MANAGEMENT CO., LTD.

 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 

 



 

     
   
 /s/ Cheng Zheng   
 Cheng Zheng, in his individual capacity  
   
 
 CZY INVESTMENTS LIMITED

  

 By:  /s/ Cheng Zheng   
  Name:  Cheng Zheng  
  Title:    
 
   
 /s/ Yang Jianyu   
 Yang Jianyu, in his individual capacity  
   
 
 DAKETALA INTERNATIONAL INVESTMENT HOLDINGS LTD.

  

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
   
 /s/ Steve Sun   
 Steve Xiaodi Sun, in his individual capacity  
   
 
 DRAGON IMAGE INVESTMENT LTD.

  

 By:  /s/ Steve Sun   
  Name:  Steve Xiaodi Sun  
  Title:    
 

 



 

     
   
 /s/ Zhang Jing   
 Zhang Jing, in his individual capacity  
   
 
 THOUSAND OCEAN GROUP LIMITED

  

 By:  /s/ Zhang Jing   
  Name:  Zhang Jing  
  Title:    
 
   
 /s/ Yap Yaw Kong   
 Yap Yaw Kong, in his individual capacity  
   
 
 TOP MOUNT GROUP LIMITED

  

 By:  /s/ Yap Yaw Kong   
  Name:  Yap Yaw Kong  
  Title:    
 
   
 /s/ Bona Lau   
 Bona Lau, in her individual capacity  
   
 
 NOTABLE ENTERPRISE LIMITED

  

 By:  /s/ Bona Lau   
  Name:  Bona Lau  
  Title:    
 

 



 

     
   
 /s/ Liu Haifeng   
 Liu Haifeng, in his individual capacity  
   
 

 



 

     
 CICC SUN COMPANY LIMITED

  

 By:  /s/ Shirley Shiyou Chen   
  Name:  Shirley Shiyou Chen  
  Title:  Director  
 

 



 

       
  CARLYLE ASIA GROWTH PARTNERS III, L.P.   
       
 

 
By:

 
CAGP General Partner, L.P., as its
General Partner  

 

       
  By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
       
  By: /s/ Daniel A. D’Aniello   
    

 

Name: Daniel A. D’Aniello   
    Title: Director   
       
  CAGP III CO-INVESTMENT, L.P.   
       
 

 
By:

 
CAGP General Partner, L.P., as its
General Partner  

 

       
  By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.   
       
  By: /s/ Daniel A. D’Aniello   
    

 

Name: Daniel A. D’Aniello   
    Title: Director   

 



 

     
 STARR INVESTMENTS CAYMAN II, INC.

  

 By:  /s/ Michael J. Horvath   
  Name:  Michael J. Horvath  
  Title:  Director  
 

 



 

EXHIBIT F

FORM OF SHARE CHARGE AGREEMENT

See attached.
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AMENDED AND RESTATED SHAREHOLDERS’ AGREEMENT

     AMENDED AND RESTATED SHAREHOLDERS’ AGREEMENT (this “Agreement”) dated as of October 20, 2008 among (i) Concord Medical Services Holdings Limited, a company incorporated under the laws
of the Cayman Islands (the “Company”), (ii) Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”), (iii) CAGP III Co-Investment, L.P., a limited
partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, and together with CAGP, “Carlyle”), (iv) CICC Sun Company Limited, a company incorporated under the laws of the British Virgin
Islands (“CICC Sun”), (v) Perfect Key Holdings Limited, a company incorporated under the laws of the British Virgin Islands (“Perfect Key”, and together with CICC Sun, “CICC”), (vi) Starr Investments Cayman II,
Inc., a corporation formed under the laws of the Cayman Islands (“Starr” and, together with Carlyle and CICC, the “Investors”), (vii) the Controlling Persons (as defined below), (viii) the Controlling Shareholders (as
defined below) and (ix) certain other Persons listed on the signature pages hereof. “Investors” and “Controlling Shareholders” shall each mean, if such entities or persons shall have Transferred any of their “Company
Securities” to any of their respective “Permitted Transferees” (as such terms are defined below), such entities or persons and such Permitted Transferees, taken together, and (x) any right or action that may be exercised
or taken at the election of such entities or persons may be taken at the election of such entities or persons and such Permitted Transferees (to the extent permitted by applicable laws) and (y) any obligations that are
imposed on such entities or persons shall be imposed on such entities or persons and such Permitted Transferees (to the extent permitted by applicable laws).

W I T N E S S E T H :

     WHEREAS, the Company, Carlyle, CICC and some of the Other Shareholders are party to the Shareholders’ Agreement dated as of April 2, 2008 (the “Original Shareholders’ Agreement”);

     WHEREAS, CZY, TOG and TMG (each as defined below) joined the Original Shareholders’ Agreement as parties on October 8, 2008;

     WHEREAS, the Original Shareholders’ Agreement was amended by the Amendment to the Shareholders’ Agreement dated as of October 8, 2008 by and among the Company, Carlyle, CICC and other Persons party
thereto (as amended, the “Existing Shareholders’ Agreement”);

     WHEREAS, Perfect Key joined the Existing Shareholders’ Agreement as party on October 8, 2008.

     WHEREAS, pursuant to the Share Subscription Agreement dated as of October 10, 2008 by and among the Company, the Investors and certain other

 



 

Persons party thereto, as amended on October 20, 2008 (the “Series B Subscription Agreement”), the Investors are subscribing for Series B redeemable convertible preferred shares, par value US$0.01 per share, of the
Company (the “Series B Shares”);

     WHEREAS, the parties hereto desire to enter into this Agreement to amend and restate the Existing Shareholders’ Agreement in its entirety and to govern certain of their rights, duties and obligations after
consummation of the Series B Shares subscription.

     NOW, THEREFORE, in consideration of the covenants and agreements contained herein and in the Series A Subscription Agreement and the Series B Subscription Agreement, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

     Section 1.01. Definitions. (a) The following terms, as used herein, have the following meanings:

     “Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling, controlled by or under common control with such Person, provided that no securityholder of the Company shall be
deemed an Affiliate of any other securityholder solely by reason of any investment in the Company. For the purpose of this definition, the term “control” (including, with correlative meanings, the terms “controlling”,
“controlled by” and “under common control with”), as used with respect to any Person, shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of
such Person, whether through the ownership of voting securities, by contract or otherwise.

     “Aggregate Ownership” means, with respect to any Shareholder or group of Shareholders, and with respect to any class of Company Securities, the total amount of such class of Company Securities “beneficially
owned” (as such term is defined in Rule 13d-3 of the Exchange Act) (without duplication) by such Shareholder or group of Shareholders as of the date of such calculation, calculated on a Fully-Diluted basis.

     “Amendment No. 2 to Series A Share Subscription Agreement” means the Amendment No. 2 to Share Subscription Agreement by and among the Company, CICC, Carlyle, the Controlling Shareholders and the
Group Companies dated as of the date hereof.
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     “Amendment to Convertible Loan Agreement” means the Amendment to Convertible Loan Agreement by and among the Company, Carlyle, the Controlling Shareholders and the Group Companies dated as of the
date hereof.

     “Board” means the board of directors of the Company.

     “Business Day” means a day, other than Saturday, Sunday or other day on which commercial banks in either the US, Hong Kong or the PRC are authorized or required by applicable law to close.

     “Change of Control” means such time as any “person” (as such term is used in Sections 3(a)(9) and 13(d)(3) of the Exchange Act), other than (A) any Investor or any Other Shareholder or (B) any “group” (within
the meaning of such Section 13(d)(3)) of which one or more of the Investors and the Other Shareholders constitute a majority (on the basis of ownership interest), acquires, directly or indirectly, by virtue of the
consummation of any purchase, merger or other combination, securities of the Company representing more than 50% of the combined voting power of the Company’s then outstanding voting securities with respect to
matters submitted to a vote of the shareholders generally.

     “Company Securities” means (i) the Ordinary Shares and the Preferred Shares, (ii) securities convertible into or exchangeable for Ordinary Shares and/or Preferred Shares, (iii) any other equity or equity-linked
security issued by the Company and (iv) options, warrants or other rights to acquire Ordinary Shares, Preferred Shares or any other equity or equity-linked security issued by the Company.

     “Controlling Persons” means, collectively, the following Persons:

     (1) Mr. Cheng Zheng  a PRC citizen with passport number G14947877 (“Mr. Cheng”);

     (2) Mr. Yang Jianyu  a PRC citizen with passport number G04036294 (“Mr. Yang”);

     (3) Mr. Steven Xiaodi Sun, a US citizen with passport number 203018867 (“Mr. Sun”);

     (4) Mr. Zhang Jing  a PRC citizen with passport number G10824344 (“Mr. Zhang”);

     (5) Mr. Yap Yaw Kong  a Malaysia citizen with passport number A15954913 (“Mr. Yap”);
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     (6) Mr. Liu Haifeng ( ), a PRC citizen with passport number G19230849; and

     (7) Ms. Bona Lau, a New Zealand citizen with passport number EA713283 (“Ms. Lau”).

     “Controlling Shareholders” means, collectively, the following Persons:

     (1) CZY Investments Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Cheng (“CZY”);

     (2) Daketala International Investment Holdings Ltd., a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Yang (“Daketala”);

     (3) Dragon Image Investment Ltd., a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Sun (“Dragon Image”);

     (4) Thousand Ocean Group Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Zhang (“TOG”);

     (5) Top Mount Group Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Mr. Yap (“TMG”); and

     (6) Notable Enterprise Limited, a company incorporated under the laws of the British Virgin Islands and a direct wholly owned Subsidiary of Ms. Lau (“Notable”).

     “Convertible Loan Agreement” means the Convertible Loan Agreement by and among the Company, Carlyle and other Persons specified therein dated as of April 10, 2008, as amended by the Amendment to
Convertible Loan Agreement.

     “Exchange Act” means the US Securities Exchange Act of 1934, as amended.

     “Fully-Diluted” means, with respect to any class of Company Securities, all outstanding shares of such class and all shares issuable in respect of securities convertible into or exchangeable for shares of such class,
all share appreciation rights, options, warrants and other rights to purchase or subscribe for such Company Securities or securities convertible into or exchangeable for such Company Securities, provided that, if any of
the foregoing share appreciation
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rights, options, warrants or other rights to purchase or subscribe for such Company Securities are subject to vesting, the Company Securities subject to vesting shall be included in the definition of “Fully-Diluted” only
upon and to the extent of such vesting.

     “Hong Kong” means the Hong Kong Special Administrative Region.

     “IFRS” means the International Financial Reporting Standards, as in effect from time to time.

     “Initial Ownership” means, with respect to any Shareholder and any class of Company Securities, the Aggregate Ownership of such class by such Shareholder as of the date hereof, or in the case of any Person that
shall become a party to this Agreement on a later date, as of such later date, in each case taking into account any share split, share dividend, reverse share split or similar event.

     “IPO” means an initial public offering and listing of the Ordinary Shares (or, in lieu thereof and as mutually agreed by the Investors and the Company, equity securities of (i) any holding company holding the issued
share capital of the Company or (ii) any Subsidiary of the Company) on an internationally recognized stock exchange.

     “Key Men” means Mr. Cheng, Mr. Yang, Mr. Sun, Mr. Zhang and Mr. Yap.

     “Lien” means any mortgage, pledge, hypothecation, assignment, deposit arrangement, encumbrance, lien (statutory or other), charge or other security interest or any preference, priority or other security agreement or
preferential arrangement of any kind or nature whatsoever (including, any conditional sale or other title retention agreement and any financing lease having substantially the same economic effect as any of the
foregoing).

     “Material Adverse Effect” means a material adverse effect on the condition (financial or otherwise), business, assets, results of operations or prospects of the Company and its Subsidiaries, taken as a whole.

     “Ordinary Shares” means ordinary shares, par value US$0.01 per share, of the Company.

     “Other Shareholders” means the Shareholders other than the Investors.

     “Permitted Transferee” means,

     (A) with respect to CAGP or CAGP Co-Invest, (i) any of its general or limited partner (a “Carlyle Partner”), and any company, partnership or other entity that is an Affiliate of CAGP or CAGP Co-Invest or any
Carlyle Partner
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(collectively, “Carlyle Affiliates”), (ii) any managing director, general partner, director, limited partner, officer or employee of Carlyle or any Carlyle Affiliate, or any spouse, lineal descendant, sibling, parent, heir,
executor, administrator, testamentary trustee, legatee or beneficiary of any of the foregoing persons described in this clause (ii) (collectively, “Carlyle Associates”), or (iii) any trust the ultimate beneficiaries of which,
or any company, limited liability company or partnership the ultimate shareholders, members or general or limited partners of which, include only CAGP, CAGP Co-Invest, Carlyle Affiliates and/or Carlyle Associates;

     (B) with respect to CICC Sun or Perfect Key, (i) any of its shareholders, and any company, partnership or other entity that is an Affiliate of CICC Sun or Perfect Key or any of its shareholders (collectively, “CICC
Affiliates”), (ii) any managing director, general partner, director, limited partner, officer or employee of CICC or any CICC Affiliate, or any spouse, lineal descendant, sibling, parent, heir, executor, administrator,
testamentary trustee, legatee or beneficiary of any of the foregoing persons described in this clause (ii) (collectively, “CICC Associates”), or (iii) any trust the ultimate beneficiaries of which, or any company, limited
liability company or partnership the ultimate shareholders, members or general or limited partners of which, include only CICC Sun, Perfect Key, CICC Affiliates and/or CICC Associates;

     (C) with respect to Starr, (i) any of its shareholders, and any company, partnership or other entity that is an Affiliate of Starr or any of its shareholders (collectively, “Starr Affiliates”), (ii) any managing director,
general partner, director, limited partner, officer or employee of Starr or any Starr Affiliate, or any spouse, lineal descendant, sibling, parent, heir, executor, administrator, testamentary trustee, legatee or beneficiary of
any of the foregoing persons described in this clause (ii) (collectively, “Starr Associates”), or (iii) any trust the ultimate beneficiaries of which, or any company, limited liability company or partnership the ultimate
shareholders, members or general or limited partners of which, include only Starr, Starr Affiliates and/or Starr Associates; and

     (D) with respect to each of the Controlling Shareholders, (i) any company or other entity that is wholly-owned, either directly or indirectly, by the Controlling Person who owns such Controlling Shareholder as of the
date hereof (collectively, “Controlling Shareholder Affiliates”), (ii) any spouse, lineal descendant, sibling, parent, heir, executor, administrator, testamentary trustee, legatee or beneficiary of such Controlling Person
(collectively, “Controlling Shareholder Associates”), or (iii) any trust the ultimate beneficiaries of which, or any company, limited liability company or partnership the ultimate shareholders, members or general or
limited partners of which, include only such Controlling Person, such Controlling Shareholder Affiliates and/or such Controlling Shareholder Associates.
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     “Person” means an individual, corporation, limited liability company, partnership, association, trust or other entity or organization, including a government or political subdivision or an agency or instrumentality
thereof.

     “PRC” means the People’s Republic of China, excluding, for purposes of this Agreement only, Hong Kong, the Macau Special Administrative Region and Taiwan.

     “Preferred Shares” means the Series A Shares and the Series B Shares.

     “Put Trigger Event” means any of the following:

     (i) the Company has not completed a QPO by the third anniversary of the date hereof;

     (ii) any of the Key Men has resigned from the Company and its Subsidiaries, which resignation, in the sole determination of a majority of the Investors, has resulted in or would be likely to result in, a Material
Adverse Effect; or

     (iii) the Company or any of its Subsidiaries has breached or failed to be in compliance with any applicable laws that has had or would be reasonably likely to have, a Material Adverse Effect.

     “QPO” means a firm-commitment underwritten IPO (i) led by internationally reputable underwriters, approved by the Board (which shall include a majority of the Investor Directors), and yielding a valuation of the
Company at not less than US$450 million immediately prior to the consummation of such IPO, or (ii) any other IPO approved by holders of at least 70% of the then outstanding Series B Shares.

     “Rate of Return” means, at the time of calculation, the annual percentage rate, which when utilized to calculate the present value of a series of cash inflows and the present value of a series of cash outflows shall
cause the present value of such cash inflows to equal the present value of such cash outflows. The Rate of Return shall be compounded annually, calculated on a daily basis based on a 360 day year, and shall be
calculated in US dollars, with any cash inflow or cash outflow denominated in a currency other than US dollars translated for purposes of the calculation into US dollars at the Relevant Exchange Rate in effect as of the
date of such cash inflow or cash outflow.

     “Relevant Exchange Rate” means, (i) with respect to RMB and any calculation date, the spot exchange rate between RMB and US dollars as quoted by the People’s Bank of China on such date, and (ii) with respect
to any other
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currency and any calculation date, the “noon buying rate” for purchases of such currency on such date published by the Federal Reserve Bank of New York.

     “Registrable Securities” means, at any time, any Shares and any securities issued or issuable in respect of such Shares by way of conversion, exchange, share dividend, split or combination, recapitalization, merger,
consolidation, other reorganization or otherwise until (i) a registration statement covering such Shares has been declared effective by the SEC and such Shares have been disposed of pursuant to such effective
registration statement or such Shares have been disposed of pursuant to a registered public offering under analogous statute of another jurisdiction where the QPO occurs or has occurred, (ii) such Shares are sold under
circumstances in which all of the applicable conditions of Rule 144 (or any similar provisions then in force) under the Securities Act or analogous rule at another jurisdiction where the QPO occurs or has occurred are
met or (iii) such Shares are otherwise Transferred, the Company has delivered a new certificate or other evidence of ownership for such Shares not bearing the legend required pursuant to this Agreement and such
Shares may be resold without subsequent registration under the Securities Act or analogous statute of another jurisdiction where the QPO occurs or has occurred.

     “Registration Expenses” means any and all expenses incident to the performance of or compliance with any registration or marketing of securities, including all (i) registration and filing fees, and all other fees and
expenses payable in connection with the listing of securities on any securities exchange or automated interdealer quotation system, (ii) fees and expenses of compliance with any securities laws, (iii) expenses in
connection with the preparation, printing, mailing and delivery of any registration statements, prospectuses and other documents in connection therewith and any amendments or supplements thereto, (iv) security
engraving and printing expenses, (v) internal expenses of the Company (including all salaries and expenses of its officers and employees performing legal or accounting duties), (vi) reasonable fees and disbursements of
counsel for the Company and customary fees and expenses for independent certified public accountants retained by the Company (including the expenses relating to any comfort letters or costs associated with the
delivery by independent certified public accountants of any comfort letters), (vii) reasonable fees and expenses of any special experts retained by the Company in connection with such registration, (viii) reasonable fees,
out-of-pocket costs and expenses of the Shareholders, including one counsel for all of the Shareholders participating in the offering selected by all such Shareholders in agreement, (ix) fees and expenses in connection
with any review by the Financial Industry Regulatory Authority of the underwriting arrangements or other terms of the offering, and all fees and expenses of any “qualified independent underwriter,” including the fees
and expenses of any counsel thereto, (x) fees and disbursements of underwriters customarily paid by issuers or sellers of securities, but excluding any underwriting fees, discounts and commissions attributable to the
sale of Registrable Securities,
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(xi) costs of printing and producing any agreements among underwriters, underwriting agreements, any legal investment memoranda and any selling agreements and other documents in connection with the offering, sale
or delivery of the Registrable Securities, (xii) transfer agents’ and registrars’ fees and expenses and the fees and expenses of any other agent or trustee appointed in connection with such offering, (xiii) expenses relating
to any analyst or investor presentations or any “road shows” undertaken in connection with the registration, marketing or selling of the Registrable Securities, (xiv) fees and expenses payable in connection with any
ratings of the Registrable Securities, including expenses relating to any presentations to rating agencies and (xv) all out-of pocket costs and expenses incurred by the Company or its appropriate officers.

     “RMB” means renminbi, the lawful currency of the PRC.

     “SEC” means the US Securities and Exchange Commission.

     “Securities Act” means the Securities Act of 1933, as amended.

     “Series A Shares” means the Series A redeemable convertible preferred shares, par value US$0.01 per share, of the Company.

     “Series A Subscription Agreement” means the Share Subscription Agreement by and among the Company, Carlyle, CICC and other Persons specified therein dated as of February 5, 2008, as amended by the
Amendment to Share Subscription Agreement by and among the Company, Carlyle, CICC and other Persons specified therein dated as of April 2, 2008 and the Amendment No. 2 to Series A Share Subscription
Agreement.

     “Shares” means Ordinary Shares, Series A Shares and Series B Shares.

     “Share Charge Agreements” means, collectively:

     (1) the two Share Charge Agreements by and among the Investors and CZY to be entered into pursuant to the Series B Subscription Agreement,

     (2) the two Share Charge Agreements by and among the Investors and Daketala to be entered into pursuant to the Series B Subscription Agreement,

     (3) the two Share Charge Agreements by and among the Investors and Dragon Image to be entered into pursuant to the Series B Subscription Agreement,

     (4) the two Share Charge Agreements by and among the Investors and TOG to be entered into pursuant to the Series B Subscription Agreement,
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     (5) the two Share Charge Agreements by and among the Investors and TMG to be entered into pursuant to the Series B Subscription Agreement, and

     (6) the two Share Charge Agreements by and among the Investors and Notable to be entered into pursuant to the Series B Subscription Agreement.

     “Shareholder” means at any time, any Person (other than the Company) who shall then be a party to or bound by this Agreement, so long as such Person shall “beneficially own” (as such term is defined in
Rule 13d-3 of the Exchange Act) any Company Securities.

     “Subsidiary” means, with respect to any Person, any entity of which securities or other ownership interests having ordinary voting power to elect a majority of the board of directors or other persons performing
similar functions are at the time directly or indirectly owned by such Person. For the avoidance of doubt, each of Chang’an Concord International Cancer Center ( ) and Beijing Proton
Medical Center ( ), if established and directly or indirectly owned by the Company prior to the date hereof, shall be considered a Subsidiary of the Company for the purposes of this
Agreement.

     “Third Party” means a prospective purchaser(s) of Company Securities in an arm’s-length transaction from a Shareholder, other than a Permitted Transferee of such Shareholder.

     “Transaction Documents” means this Agreement, the Series B Subscription Agreement, the Series A Subscription Agreement, the Share Pledge Agreements and the Second Amended and Restated Memorandum
and Articles and each and all other agreements, certificates or other documents required to be executed by any of the foregoing.

     “Transfer” means, with respect to any Company Securities, (i) when used as a verb, to sell, assign, dispose of, exchange, pledge, encumber, hypothecate or otherwise transfer such Company Securities or any
participation or interest therein, whether directly or indirectly, or agree or commit to do any of the foregoing and (ii) when used as a noun, a direct or indirect sale, assignment, disposition, exchange, pledge,
encumbrance, hypothecation, or other transfer of such Company Securities or any participation or interest therein or any agreement or commitment to do any of the foregoing.

     “US” means the United States of America.

     “US dollars” or “US$” means the lawful currency of the US.
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     “US GAAP” means generally accepted accounting principles in the US, as in effect from time to time.

     (b) Each of the following terms is defined in the Section set forth opposite such term:
     
Term  Section
Agreement  Preamble
CAGP  Preamble
CAGP Co-Invest  Preamble
Carlyle  Preamble
Carlyle Director   2.01(a)
CICC  Preamble
CICC Director   2.01(a)
CICC Sun  Preamble
Company  Preamble
Confidential Information   6.01(b)
Damages   5.04 
Drag-Along Portion   4.05(a)
Drag-Along Rights   4.05(a)
Drag-Along Sale   4.05(a)
Drag-Along Sale Notice   4.05(a)
Drag-Along Sale Notice Period   4.05(a)
Drag-Along Sale Price   4.05(a)
Drag-Along Seller   4.05(a)
Drag-Along Transferee   4.05(a)
Dragged Shareholders   4.05(a)
Exercise Notice   4.01(b)
Existing Shareholders’ Agreement  Recitals
Indemnified Party   5.06 
Indemnifying Party   5.06 
Inspectors   5.03(f)
Investors  Preamble
Investors Directors   2.01(a)
Issuance Notice   4.01(a)
Major Shareholder   4.01(a)
Maximum Offering Size   5.01(b)
Original Shareholders’ Agreement  Recitals
Perfect Key  Preamble
Piggyback Registration   5.01(a)
Pro Rata Share   4.01(a)
Purchaser   4.06(b)
Put Interest   4.06(b)
Put Notice   4.06(c)
Put Price   4.06(d)
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Term  Section
Put Right   4.06(b)
Putting Shareholder   4.06(b)
Records   5.03(f)
Related Party  2.12(hh)
Related Party Transactions  2.12(hh)
Replacement Nominee   2.03(a)
Representatives   6.01(b)
ROFO Non-Selling Shareholders   4.03(a)
ROFO Offer Notice   4.03(a)
ROFO Offer Period   4.03(b)
ROFO Offer Price   4.03(a)
ROFO Offered Securities   4.03(a)
ROFO Seller   4.03(a)
ROFR Non-Selling Shareholders   4.02(a)
ROFR Offer   4.02(a)
ROFR Offer Notice   4.02(a)
ROFR Offer Pro Rata Portion   4.02(b)
ROFR Offer Price   4.02(a)
ROFR Offered Securities   4.02(a)
ROFR Shareholder   4.02(a)
ROFR Seller   4.02(a)
Series B Shares  Recitals
Series B Subscription Agreement  Recitals
Starr  Preamble
Starr Director   2.01(a)
Tag-Along Notice   4.04(a)
Tag-Along Notice Period   4.04(a)
Tag-Along Offer   4.04(a)
Tag-Along Portion   4.04(a)
Tag-Along Response Notice   4.04(a)
Tag-Along Right   4.04(a)
Tag-Along Sale   4.04(a)
Tag-Along Seller   4.04(a)
Tagging Person   4.04(a)
Top Management   2.12(f)

     Section 1.02. Other Definitional and Interpretative Provisions. The words “hereof”, “herein” and “hereunder” and words of like import used in this Agreement shall refer to this Agreement as a whole and not to any
particular provision of this Agreement. The captions herein are included for convenience of reference only and shall be ignored in the construction or interpretation hereof. References to Articles, Sections, Exhibits and
Schedules are to Articles, Sections, Exhibits and Schedules of this Agreement unless otherwise specified. All
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Exhibits and Schedules annexed hereto or referred to herein are hereby incorporated in and made a part of this Agreement as if set forth in full herein. Any capitalized terms used in any Exhibit or Schedule but not
otherwise defined therein, shall have the meaning as defined in this Agreement. Any singular term in this Agreement shall be deemed to include the plural, and any plural term the singular. Whenever the words
“include”, “includes” or “including” are used in this Agreement, they shall be deemed to be followed by the words “without limitation”, whether or not they are in fact followed by those words or words of like import.
“Writing”, “written” and comparable terms refer to printing, typing and other means of reproducing words (including electronic media) in a visible form. References to any agreement or contract are to that agreement or
contract as amended, modified or supplemented from time to time in accordance with the terms hereof and thereof; provided that with respect to any agreement or contract listed on any schedules hereto, all such
amendments, modifications or supplements must also be listed in the appropriate schedule. References to any Person include the successors and permitted assigns of that Person. References from or through any date
mean, unless otherwise specified, from and including or through and including, respectively.

ARTICLE 2
CORPORATE GOVERNANCE

     Section 2.01. Composition of the Board. (a) The Board shall consist of up to eleven directors, of whom one shall be designated by Carlyle (the “Carlyle Director”), one shall be designated by CICC (the “CICC
Director”) and one shall be designated by Starr (the “Starr Director” and, together with the Carlyle Director and the CICC Director, the “Investor Directors”).

     (b) Each Shareholder agrees that, if at any time it is then entitled to vote for the election of directors to the Board, it shall vote its Shares or execute proxies or written consents, as the case may be, and take all other
necessary action (including causing the Company to call a general meeting of shareholders) in order to ensure that the composition of the Board is as set forth in this Section 2.01.

     (c) The Company agrees to cause each individual designated pursuant to Section 2.01(a) or 2.03 to be nominated to serve as a director on the Board, and to take all other necessary actions (including calling a meeting
of the Board and/or a general meeting of the shareholders) to ensure that the composition of the Board is as set forth in this Section 2.01.

     Section 2.02. Removal. Each Shareholder agrees that, if at any time it is then entitled to vote for the removal of directors from the Board, (i) it shall not vote any of its Shares in favor of the removal of any director
who shall have been
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designated pursuant to Section 2.01(a) or 2.03, unless the Person or Persons entitled to designate or nominate such director shall have consented to such removal in writing, and (ii) if the Person or Persons entitled to
designate any director pursuant to Section 2.01(a) or 2.03 shall request in writing the removal of such director, such Shareholder shall vote its Shares in favor of such removal.

     Section 2.03. Vacancies. If, as a result of death, disability, retirement, resignation, removal or otherwise, there shall exist or occur any vacancy on the Board:

     (a) the Person or Persons entitled under Section 2.01 to designate such director whose death, disability, retirement, resignation or removal resulted in such vacancy may designate another individual (the
“Replacement Nominee”) to fill such vacancy and serve as a director on the Board; and

     (b) subject to Section 2.01, each Shareholder agrees that if it is then entitled to vote for the election of directors to the Board, it shall vote its Shares, or execute proxies or written consents, as the case may be, in order
to ensure that the Replacement Nominee be elected to the Board.

     Section 2.04. Meetings. The Board shall hold a regularly scheduled meeting at least once every calendar quarter. The Company shall pay all reasonable out-of-pocket expenses incurred by each director in connection
with attending regular and special meetings of the Board and any committee thereof, and any such meetings of the board of directors of any Subsidiary of the Company and any committee thereof.

     Section 2.05. Action by the Board. (a) A quorum of the Board shall consist of a majority of the directors on the Board, with such majority including all Investor Directors. In the event that a quorum is not established
due to the absence of any Investor Director, a meeting may be reconvened on the third Business Day after the date of the originally scheduled meeting and attendance by such absent Investor Director shall not be
required for the purposes of establishing quorum at the reconvened meeting. The directors may attend a meeting either in person, by proxy, by telephone or by similar communications equipment whereby all persons
participating in the meeting can hear each other.

     (b) Subject to Section 2.12, all resolutions of the Board shall require the affirmative vote of at least a majority of the directors present at a duly-convened meeting of the Board at which a quorum is present, provided
that, a resolution in writing signed by a majority of all directors (which majority shall include the same number of Investor Directors as the number of Investor Directors required pursuant to this Agreement and the
memorandum and articles of association of the Company for a resolution adopted by the Board in a Board meeting) shall be as valid and effectual as if such resolution had been passed at a meeting of the Board
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duly convened and held so long as (x) a copy of such resolution has been given or the contents thereof communicated to all the directors for the time being entitled to receive notices of Board meetings in the same
manner as notices of meetings are required to be given hereby and (y) no director has objected to such resolution. Such written resolution may be contained in one document or in several documents in like form each
signed by one or more of the directors or alternate directors and for this purpose a facsimile signature of a director or an alternate director shall be treated as valid. If there is a vacancy on the Board and an individual has
been nominated to fill such vacancy, the first order of business shall be to fill such vacancy. Each director shall have one (1) vote and each alternate or proxy shall have one (1) vote for every director whom he
represents, provided that if such alternate is himself a director then he shall have one (1) vote for every director whom he represents in addition to any vote of his own.

     (c) The Board may create executive, compensation, audit and such other committees as it may determine. Each Investor Director shall be entitled to sit on any committee created by the Board.

     Section 2.06. Memorandum and Articles. Each Shareholder agrees to vote its Shares or execute proxies or written consents, as the case may be, and to take all other actions necessary, to ensure that the memorandum
and articles of the Company and the constituent documents of each of its Subsidiaries (i) facilitate, and do not at any time conflict with, any provision of this Agreement and (ii) permit each Shareholder to receive the
benefits to which each such Shareholder is entitled under this Agreement.

     Section 2.07. Notice of Meeting. The Company agrees to give each director written notice (together with the agenda and material for discussion) for each meeting of the Board or any committee thereof at least 10
Business Days prior to such meeting, unless the directors unanimously waive such prior notice. The schedule of the Board meeting and all information related to the matters to be discussed at the Board meeting shall be
delivered along with the written notice.

     Section 2.08. Alternate. Each director shall be entitled to appoint any person to be his alternate. An appointment and a termination of appointment of the alternate shall be by notice in writing signed by such director
and either (a) sent to the Company or (b) accepted by the Board by resolution thereof at the relevant meeting. Any person appointed as alternate shall vacate his office as such alternate if and when the director by whom
he has been appointed removes him or vacates office as director.

     Section 2.09. No Liabilities. Neither Carlyle, CICC nor Starr shall, by reason of its ability to designate and cause the election of any member of the Board hereunder, or otherwise, be subject to any liability or
obligation whatsoever
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with respect to the management and affairs of the Company or otherwise be or become responsible for any debts, liabilities or obligations of the Company.

     Section 2.10. Directors’ Indemnification; Insurance. The articles of the Company and each of its Subsidiaries shall at all times provide for the indemnification of the directors of the Company and each of its
Subsidiaries (including all Investor Directors and each director of any such Subsidiary designated by any Investor pursuant to this Agreement) to the maximum extent permitted by the law of the jurisdiction in which the
Company or such Subsidiary, as applicable, is organized. At the request of any of the Investor Directors, the Company shall promptly enter into an indemnification agreement with such director with customary terms
and conditions covering such director. The Company shall, and shall cause each of its Subsidiaries to, obtain and pay for directors’ insurance covering the directors of the Company and such Subsidiary, as applicable
(including all Investor Directors and each director of any such Subsidiary designated by any Investor pursuant to this Agreement) promptly upon the request of the Investors.

     Section 2.11. Subsidiary Governance. The Company and each Shareholder agree that the board of directors of each Subsidiary of the Company that are outside of the PRC shall be comprised of the individuals who
are serving as directors on the Board in accordance with Section 2.01. The Company and each Shareholder agree that the board of directors of each wholly-owned Subsidiary of the Company in the PRC shall be
comprised of at least one of the Investor Directors (to the extent requested by such Investor Director). Each Shareholder agrees to vote its Shares and to cause its representatives on the Board to vote and take other
appropriate action to effect the agreements in this Section 2.11 in respect of any Subsidiary of the Company.

     Section 2.12. Required Consents. Notwithstanding any other provision herein to the contrary, the Company shall not take any action (including any action by the Board or any committee of the Board) after the date
hereof with respect to any of the following matters without the affirmative approval of a majority of the Board (which majority shall include all Investor Directors, other than the matters set forth under clause 2.12(ee)
with respect to which such majority shall include a majority of the Investor Directors):

     (a) any merger, consolidation, reorganization (including conversion) or other business combination involving the Company or any of its Subsidiaries (other than of a wholly owned Subsidiary of the Company with or
into another wholly owned Subsidiary of the Company) or any acquisition of the Company or any of its Subsidiaries by another entity by means of any transaction or series of related transactions,

16



 

     (b) any reorganization, recapitalization, reclassification, spin-off or combination of any securities of the Company or any of its Subsidiaries (including any change to the registered capital of any of its Subsidiaries
formed under the laws of the PRC),

     (c) any amendment, alteration or repeal of any provision of the memorandum and articles of association of the Company or similar constituent documents (including joint venture contracts and related memorandum
of understanding) of any of its Subsidiaries (in each case including in connection with any merger, consolidation, business combination, reorganization (including conversion) or other extraordinary corporate
transaction) to the extent such amendment, alteration or repeal changes in any material respects the rights, preferences or privileges of CICC, Carlyle or Starr,

     (d) any material change in the business of the Company or any of its Subsidiaries,

     (e) any material change to the Board or the board of directors of any Subsidiary of the Company, including any increase or decrease of the size of the Board or such board,

     (f) the termination of employment of, or the entering into of any employment agreement or arrangement (or amendment or other modification thereto) with, the chairman of the board of directors, the president, the
chief executive officer, the chief financial officer, the chief operating officer or individuals holding similar positions of the Company or any of its Subsidiaries (the “Top Management”),

     (g) entry into any material plan for the future expansion of the Company or any of its Subsidiaries,

     (h) any event or action that may lead to any change in the capital structure of the Company or any of its Subsidiaries, including (i) direct or indirect purchase, redemption, retirement or other acquisition of any capital
share or registered capital, as applicable, of the Company or any of its Subsidiaries or any obligation or security convertible or exchangeable into any such capital share, (ii) any creation, authorization, increase in the
authorized amount or issuance of shares of any class or series of capital share or the registered capital, as applicable, of the Company or any of its Subsidiaries, any obligation or security convertible into or exchangeable
for shares of any class or series of capital share of the Company or any of its Subsidiaries, or any options, warrants or other rights to acquire any class or series of capital share of the Company or any of its Subsidiaries
(except for the issuance of Ordinary Shares upon the conversion of any Preferred Shares pursuant to the memorandum and articles of the Company) and (iii) any issuance of debt securities of the Company or any of its
Subsidiaries,
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     (i) any plan on the IPO or any material change thereto or the consummation of the IPO,

     (j) any approval or modification of the annual budget of the Company or any of its Subsidiaries (including (i) detailed budget for the line items in the balance sheet, income statement and statement cash flow of the
Company or any of its Subsidiaries, (ii) budget for the annual total salary of the employees of the Company or any of its Subsidiaries, the employee benefits plans and the compensation, benefits and incentive plans for
the Top Management of the Company or any of its Subsidiaries and (iii) separate budget for certain lines items in the income statement of the Company or any of its Subsidiaries, including R&D and advertisement), and
authorization of any expenditure by the Company or any of its Subsidiaries if as a result thereof the aggregate amount of expenditures in any category would exceed 10% of the amount budgeted therefor in the approved
operating budget,

     (k) any acquisition, sale, lease or other material decisions regarding trademarks or other intellectual property rights by the Company or any of its Subsidiaries,

     (l) the creation, incurrence, or assumption of any indebtedness of the Company or any of its Subsidiaries after the date hereof (i) causing the total liabilities to total assets ratio of the Company and its Subsidiaries,
taken as a whole, to exceed 65% or (ii) after such total liabilities to total assets ratio has exceeded 65%,

     (m) any change to the ownership of the Company Securities other than any Transfer of Ordinary Shares by any Controlling Shareholder or its Permitted Transferees to the Investors pursuant to Article 4 of the
Series A Subscription Agreement, Article 3 of the Series B Subscription Agreement, Section 11.06 of the Convertible Loan Agreement, Section 6.09 of this Agreement, the Share Charge Agreements or any Transfer
expressly permitted or required pursuant to this Agreement,

     (n) any loans or advances to, or guarantees for the benefit of, any shareholder, director, member of the Top Management or their respective Affiliates by the Company or any of its Subsidiaries, other than advances
(i) to any such Person up to an aggregate outstanding amount of RMB100,000 for each such Person at anytime and (ii) in an aggregate amount for all such Persons not exceeding the amount expressly specified in the
budget approved by the Board pursuant to Section 2.12(j),

     (o) any increase in the salary of any of the five most highly compensated employees of the Company or any of its Subsidiaries by more than 15% in any 12-month period,
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     (p) (i) the adoption of, or any amendment or other modification to, any share option plan, employee share ownership plan or share purchase or restricted share or share appreciation rights plan, or (ii) any issuance of
Ordinary Shares to any employees of the Company or any of its Subsidiaries other than pursuant to any such plan approved by the Board pursuant to Section 2.12(j),

     (q) (i) any direct or indirect purchase or other acquisition by the Company or any of its Subsidiaries of any notes, obligations, instruments, share securities or ownership interest (including any partnership, limited
liability and joint venture interest) of any Person (including the Company or any of its Subsidiaries) and (ii) any capital contribution by the Company or any of its Subsidiaries to any Person (including the Company or
any of its Subsidiaries),

     (r) any formation, acquisition or sale of any Subsidiaries by the Company or any of its Subsidiaries,

     (s) any acquisition, sale, transfer, lease, pledge or other disposition by the Company or any of its Subsidiaries (in a single transaction or a series of related transactions) of any assets, business or operations in the
aggregate with a value of more than RMB15,000,000 (other than as expressly specified in the annual budget approved by the Board pursuant to Section 2.12(j),

     (t) the creation of any Lien on the assets or properties of the Company or any of its Subsidiaries with an aggregate value exceeding RMB20,000,000 in connection with any bank loans,

     (u) the declaration or payment of any dividend or other distribution upon any capital share of the Company or any of its Subsidiaries (other than (i) dividends and distributions to the Company or a wholly owned
Subsidiary of the Company by a wholly owned Subsidiary of the Company and (ii) dividends on the Preferred Shares paid pursuant to the memorandum and articles of the Company),

     (v) the adoption, announcement or amendment of the loss recovery plan or any plan in connection with the reserve fund, enterprise expansion fund and bonus and welfare fund for employees,

     (w) any adjustment to the operating budget of the Company or any of its Subsidiaries upon the official written request of the Company; provided that any such consent granted by the Board pursuant to this
Section 2.12(w) shall be considered also a consent by the Board to the corresponding adjustment to the annual budget pursuant to Section 2.12(j),

     (x) any prepayment of purchase price in connection with purchase of goods and services by the Company or any of its Subsidiaries to any single
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supplier, individually or together with any other prepayment to such supplier, in an amount exceeding RMB9,000,000 (excluding any payment after the receipt and acceptance of purchased goods and services but prior
to the receipt of the related invoices or receipts),

     (y) any loans or advances to, or guarantees for the benefit of, any entity which is an Affiliate of the Company (other than the wholly-owned Subsidiaries of the Company) by the Company or any of its Subsidiaries in
an amount exceeding RMB1,000,000 to any single entity or in an aggregate amount to all such entities exceeding RMB2,000,000 in any fiscal year,

     (z) any loans or advances to any entity that is not an Affiliate of the Company by the Company or any of its Subsidiaries in an amount exceeding RMB500,000 to any single entity or in an aggregate amount to all
such entities exceeding RMB1,000,000 in any fiscal year (other than advance trade payments in the ordinary course of business),

     (aa) any use or lease by any Person other than the Company or its Subsidiaries free of charge or at a price lower than the market price of the assets and properties of the Company or any of its Subsidiaries with an
aggregate fair market value exceeding RMB5,000,000,

     (bb) any indemnity to third party(ies) (i) causing the cumulative amount of indemnity to all third parties to exceed RMB100,000 or (ii) after the cumulative amount of indemnity to all third parties has exceeded
RMB100,000,

     (cc) any guarantees for the benefit of any entity that is not an Affiliate of the Company,

     (dd) any donation or sponsorship in an amount exceeding RMB1,000,000 or in an aggregate amount of RMB3,000,000 in any fiscal year by the Company and its Subsidiaries (other than donation or sponsorship set
forth in the annual budget approved by the Board pursuant to Section 2.12(j)),

     (ee) the appointment and removal of the Company’s independent auditors,

     (ff) any decisions on any matters relating to any material litigation,

     (gg) any liquidation, dissolution, winding up, commencement of bankruptcy, insolvency, liquidation or similar proceedings with respect to the Company or any of its Subsidiaries,

     (hh) any payment by the Company or any of its Subsidiaries to, or any sale, lease, transfer or other disposition of any properties or assets of the Company or any of its Subsidiaries to, or any purchase, lease or other
acquisition
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by the Company or any of its Subsidiaries of any properties or assets from, or any other transaction, contract, agreement, loan, advance or guarantee with or for the benefit of, any shareholder, director, officer, employee
or any Affiliate of the foregoing, any Affiliate of the Company or any of its Subsidiaries or the shareholder, director, officer or employee of such Affiliate (each a “Related Party”) (other than transactions between the
Company and any of its wholly owned Subsidiaries or between any wholly owned Subsidiary of the Company and any other wholly owned Subsidiary of the Company) (each a “Related Party Transaction”), and

     (ii) any agreement, indenture or other instrument that contains any provision that would restrict either (i) the payment of dividends on, or the redemption of, the Series A Shares and Series B Shares when due to the
full extent required by the terms thereof or (ii) the right of Carlyle, CICC and Starr under Section 4.06(g).

     Section 2.13. Nomination of Chief Financial Officer. The Chief Financial Officer of the Company shall be nominated by Carlyle, CICC and Starr in consultation with the Company. The Company shall not appoint
any individual as the Chief Financial Officer of the Company except for an individual nominated by Carlyle, CICC and Starr. Carlyle, CICC and Starr shall have the right, in consultation with the Company, to determine
the compensation of the Chief Financial Officer of the Company.

ARTICLE 3
RESTRICTIONS ON TRANSFER

     Section 3.01. General Restrictions on Transfer. (a) Each Shareholder agrees that it shall not Transfer any Company Securities (or solicit any offers in respect of any Transfer of any Company Securities), except in
compliance with the Securities Act, any other applicable securities or “blue sky” laws, and the terms and conditions of this Agreement.

     (b) Any attempt to Transfer any Company Securities not in compliance with this Agreement shall be null and void, and the Company shall not, and shall cause any transfer agent not to, give any effect in the
Company’s register of members to such attempted Transfer.

     Section 3.02. Restrictions on Transfer. (a) Each Other Shareholder agrees that, without the prior written consent of each Investor, it shall not directly or indirectly Transfer any Company Securities (or solicit any
offers in respect of any Transfer of any Company Securities) prior to the completion of the QPO.
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     (b) Each Controlling Shareholder agrees that within the two years following the completion of the QPO, so long as the Aggregate Ownership of Ordinary Shares by any Investor is at least 20% of such Investor’s
Initial Ownerships of Ordinary Shares, without the prior written consent of such Investor, such Controlling Shareholder shall not directly or indirectly Transfer (α) in any single transaction or in a series of transactions,
whether or not related, Company Securities representing 50% or more of its Initial Ownership of Ordinary Shares or (β) any Company Securities if the Controlling Shareholders have Transferred an aggregate amount of
Company Securities representing 20% or more of their aggregate Initial Ownership of Ordinary Shares, except for Transfers (i) pursuant to Article 4 of the Series A Subscription Agreement, (ii) pursuant to Article 3 of
the Series B Subscription Agreement, (iii) pursuant to Section 11.06 of the Convertible Loan Agreement, (iv) pursuant to Section 6.09 of this Agreement, (v) to transferees pursuant to the Share Charge Agreements,
(vi) to any employees of the Company or its Subsidiaries as share based compensation or incentive, (vii) to any other Controlling Shareholder or the Permitted Transferees of any other Controlling Shareholder or
(viii) to any Permitted Transferee of such Controlling Shareholder, provided that (A) such Permitted Transferee shall have agreed in writing to be bound by the terms of this Agreement in the form of Exhibit A attached
hereto and (B) if such Permitted Transferee ceases to be a Permitted Transferee of such Controlling Shareholder, the Company Securities previously Transferred shall be immediately Transferred, to the extent permitted
by applicable laws, to such Controlling Shareholder or another Person who qualifies as a Permitted Transferee of such Controlling Shareholder. Any such Transfer by the Controlling Shareholders shall be subject to
(i) the rules and regulations of the stock exchange where the QPO takes place and (ii) the applicable laws in the jurisdiction in which such stock exchange is located.

     (c) Each Other Shareholder agrees that it shall not directly or indirectly Transfer any Company Securities if as a result of such Transfer there shall be a Change of Control, unless such Transfer is otherwise permitted
under this Agreement and the transferee agrees to purchase all Company Securities then held by the Investors at a price agreed to by the Investors.

     (d) Sections 3.02(a) through 3.02(c) shall apply mutatis mutandis to any direct or indirect Transfer by any Controlling Person of any equity interests in the relevant Controlling Shareholder.
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ARTICLE 4
PREEMPTIVE RIGHTS; RIGHTS OF FIRST REFUSAL; RIGHTS OF FIRST OFFER; TAG-ALONG RIGHTS; PUT RIGHTS

     Section 4.01. Preemptive Rights. (a) The Company shall give each Shareholder notice (an “Issuance Notice”) of any proposed issuance by the Company of any Company Securities at least 30 Business Days prior to
the proposed issuance date. The Issuance Notice shall specify the price at which such Company Securities are to be issued and the other material terms of the issuance. Subject to Section 4.01(f) below, each of the
Controlling Shareholder and the Investors (a “Major Shareholder”) shall be entitled to purchase up to such Major Shareholder’s Pro Rata Share of the Company Securities proposed to be issued, at the price and on the
terms specified in the Issuance Notice. “Pro Rata Share” means, with respect to any Major Shareholder, the fraction that results from dividing (i) such Major Shareholder’s Aggregate Ownership (immediately before
giving effect to such issuance) of Ordinary Shares by (ii) the Aggregate Ownership (immediately before giving effect to such issuance) of Ordinary Shares by all Shareholders.

     (b) Each Major Shareholder who desires to purchase any or all of its Pro Rata Share of the Company Securities specified in the Issuance Notice shall deliver notice to the Company (each an “Exercise Notice”) of its
election to purchase such Company Securities within 10 Business Days of receipt of the Issuance Notice. The Exercise Notice shall specify the number of Company Securities to be purchased by such Major Shareholder
and shall constitute exercise by such Major Shareholder of its rights under this Section 4.01 and a binding agreement of such Major Shareholder to purchase, at the price and on the terms specified in the Issuance Notice,
the number of shares (or amount) of Company Securities specified in the Exercise Notice. If, at the termination of such 10-Business-Day period, any Major Shareholder shall not have delivered an Exercise Notice to the
Company, such Major Shareholder shall be deemed to have waived all of its rights under this Section 4.01 with respect to the purchase of such Company Securities. Promptly following the termination of such 10-
Business Day period, the Company shall deliver to each Major Shareholder a copy of all Exercise Notices it received.

     (c) If any Major Shareholder fails to exercise its preemptive rights under this Section 4.01 or elects to exercise such rights with respect to less than such Major Shareholder’s Pro Rata Share, the Company shall,
within 2 Business Days after the expiration of the 10-Business-Day period, notify each other Major Shareholder who has delivered an Exercise Notice to exercise its rights to purchase its entire Pro Rata Share, that such
other Major Shareholder shall be entitled to purchase from the Company its pro rata portion (which means the fraction that results from dividing (i) such Major Shareholder’s Aggregate Ownership (immediately before
giving effect to such issuance) of Ordinary
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Shares by (ii) Aggregate Ownership (immediately before giving effect to such issuance) of Ordinary Shares of all Major Shareholders exercising in full their preemptive rights with respect to their respective Pro Rata
Shares) of such Company Securities with respect to which the first mentioned Major Shareholder shall not have exercised its preemptive rights by delivering to the Company a written notice within 5 Business Days of
receiving such further offer which shall set forth the number (or amount) of Company Securities to be purchased by such other Major Shareholder in such further offer. The Company shall continue to offer additional
pro rata portions to Major Shareholders choosing to purchase their full pro rata portions of such Company Securities pursuant to this Section 4.01(c) until (i) all Company Securities proposed to be issued by the
Company and with respect to which Major Shareholders were entitled to exercise their rights under this Section 4.01 have been purchased by Major Shareholders or (ii) all Major Shareholders have purchased the
maximum number of Company Securities indicated in their respective Exercise Notice and other notices delivered in response to further offers pursuant to this Section 4.01(c), whichever is earlier.

     (d) The Company shall have 90 days from the date of the Issuance Notice to consummate the proposed issuance of any or all of such Company Securities that the Major Shareholders have not elected to purchase at
the price and upon terms that are not materially less favorable to the Company than those specified in the Issuance Notice. If the Company proposes to issue any such Company Securities after such 90-day period, it
shall again comply with the procedures set forth in this Section 4.01.

     (e) At the consummation of the issuance of such Company Securities, the Company shall issue certificates representing the Company Securities to be purchased by each Major Shareholder exercising preemptive
rights pursuant to this Section 4.01, registered in the name of such Major Shareholder and a copy of the updated register of members of the Company reflecting the ownership of such Company Securities by such Major
Shareholder, certified by a director of the Company as a true copy, against payment by such Major Shareholder of the purchase price for such Company Securities in accordance with the terms and conditions as
specified in the Issuance Notice.

     (f) Notwithstanding the foregoing, no Major Shareholder shall be entitled to purchase Company Securities as contemplated by this Section 4.01 in connection with issuances of Company Securities (i) to employees
of the Company or any Subsidiary of the Company pursuant to employee benefit plans or arrangements approved by the Board pursuant to Section 2.12(p) (including upon the exercise of employee share options granted
pursuant to any such plans or arrangements) or (ii) pursuant to the QPO.

     Section 4.02. Right of First Refusal. (a) If, at any time prior to the QPO, any Shareholder other than the Investors (the “ROFR Shareholder”) receives
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from or otherwise negotiates with a Third Party an offer to purchase any or all of the Company Securities owned or held by such ROFR Shareholder (a “ROFR Offer”) and such ROFR Shareholder (a “ROFR Seller”)
intends to pursue such Transfer of such Company Securities to such Third Party and such Transfer is permitted by Article 3, such ROFR Seller shall give notice (a “ROFR Offer Notice”) to each other Shareholder (a
“ROFR Non-Selling Shareholder”) that such ROFR Seller desires to accept the ROFR Offer and that sets forth the number and kind of Company Securities (the “ROFR Offered Securities”), the price per share that
such ROFR Seller proposes to be paid for such ROFR Offered Securities (the “ROFR Offer Price”) and all other material terms and conditions of the ROFR Offer.

     (b) The giving of a ROFR Offer Notice to the ROFR Non-Selling Shareholders shall constitute an offer by such ROFR Seller to Transfer the ROFR Offered Securities, in whole and not in part, to the ROFR Non-
Selling Shareholders, at the ROFR Offer Price and on the other terms set forth in the ROFR Offer Notice. Such offer may be accepted at the ROFR Offer Price by each of the ROFR Non-Selling Shareholders on a pro
rata basis based on the ROFR Offer Pro Rata Portion of such ROFR Non-Selling Shareholder. Such offer shall be irrevocable for 30 Business Days after receipt of such ROFR Offer Notice by each ROFR Non-Selling
Shareholder. Each ROFR Non-Selling Shareholder shall have the right to accept such offer (as provided above) within such 30 Business-Day period. The offer may be accepted by giving an irrevocable notice of
acceptance to such ROFR Seller prior to the expiration of such 30 Business-Day period. “ROFR Offer Pro Rata Portion” means, with respect to each ROFR Non-Selling Shareholder, the fraction that results from
dividing (i) such ROFR Non-Selling Shareholder’s Aggregate Ownership of Ordinary Shares, by (ii) the Aggregate Ownership of Ordinary Shares by all ROFR Non-Selling Shareholders.

     If any ROFR Non-Selling Shareholder receiving the ROFR Offer Notice elects not to purchase ROFR Offered Securities, the ROFR Seller shall, within one Business Day after the expiration of the initial 30
Business-Day period, give notice to all ROFR Non-Selling Shareholders that did accept the initial offer, informing them that they have the right to increase the number of ROFR Offered Securities that they accepted
pursuant to the initial offer. Each such ROFR Non-Selling Shareholder shall then have five Business Days in which to accept such second offer, by giving notice of acceptance to the ROFR Seller prior to the expiration
of such five Business-Day period, as to all of such ROFR Non-Selling Shareholder’s portion of the ROFR Offered Securities not accepted pursuant to the initial offer (on the basis of such ROFR Non-Selling
Shareholder’s ROFR Offer Pro Rata Portion compared to the ROFR Offer Pro Rata Portions of all other ROFR Non-Selling Shareholders receiving the second offer) plus any additional portion not accepted by any
other ROFR Non-Selling Shareholder during such five Business-Day period.
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     If any ROFR Non-Selling Shareholder fails to notify the ROFR Seller prior to the expiration of the initial 30 Business-Day period or the second five Business-Day period, as applicable, referred to above, it shall be
deemed to have declined the initial offer or the second offer, as applicable.

     (c) If any ROFR Non-Selling Shareholder has accepted the initial offer or the second offer, as the case may be, such ROFR Non-Selling Shareholder shall purchase and pay, by bank or certified check (in immediately
available funds), for all ROFR Offered Securities that it has accepted to purchase, within 30 Business Days after the expiration of the initial 30 Business-Day period or the second five Business-Day period, as
applicable, provided that, if the Transfer of such ROFR Offered Securities is subject to any prior regulatory approval, the time period during which such Transfer may be consummated shall be extended until the
expiration of five Business Days after all such approvals shall have been received.

     (d) If the ROFR Non-Selling Shareholders fail to exercise their rights of first refusal hereunder with respect to any ROFR Offered Securities, the ROFR Seller shall have a 120-day period following the expiration of
the initial 30 Business-Day period or the second five Business-Day period, as applicable, during which to effect a Transfer to the Third Party making the ROFR Offer of any or all of the ROFR Offered Securities on the
same or more favorable (as to the ROFR Seller) terms and conditions as were set forth in the ROFR Offer Notice at a price not less than the ROFR Offer Price, provided that (A) such Third Party shall have agreed in
writing to be bound by the terms of this Agreement and (B) the Transfer to such Third Party is not in violation of applicable securities laws. If the ROFR Seller does not consummate the Transfer of the ROFR Offered
Securities within such 120-day period, then the right of the ROFR Seller to Transfer such ROFR Offered Securities shall terminate and the ROFR Seller shall again comply with the procedures set forth in this
Section 4.02 with respect to any proposed Transfer of Company Securities to a Third Party.

     (e) A ROFR Seller may Transfer ROFR Offered Securities in accordance with Section 4.02(d) for consideration other than cash only if such ROFR Seller has first obtained and delivered to each ROFR Non-Selling
Shareholder an opinion of a mutually agreed upon investment banking firm of international standing indicating that the fair market value of the non-cash consideration that such ROFR Seller proposes to accept as
consideration for such ROFR Offered Securities, together with any cash consideration, is at least equal to, on a per share basis, the ROFR Offer Price.

     (f) Sections 4.02(a) through 4.02(e) shall apply mutatis mutandis to any direct or indirect Transfer by any Controlling Person of any equity interests in the relevant Controlling Shareholder.
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     (g) The provisions of this Section 4.02 shall not apply to any Transfer by any Controlling Shareholder (i) pursuant to Article 4 of the Series A Subscription Agreement, (ii) pursuant to Article 3 of the Series B
Subscription Agreement, (iii) pursuant to Section 11.06 of the Convertible Loan Agreement, (iv) pursuant to Section 6.09 of this Agreement, (v) to Permitted Transferees of such Controlling Shareholder or (vi) to
transferees pursuant to the Share Charge Agreements.

     Section 4.03. Rights of First Offer. (a) If, at any time prior to the QPO, any Investor (the “ROFO Seller”) desires to Transfer any Company Securities to a Third Party, such ROFO Seller shall give notice (a “ROFO
Offer Notice”) to the other Shareholders (the “ROFO Non-Selling Shareholders”) that such ROFO Seller desires to make such a Transfer and that sets forth the number and kind of Company Securities proposed to be
Transferred by the ROFO Seller (the “ROFO Offered Securities”), the cash price per share that such ROFO Seller proposes to be paid for such ROFO Offered Securities (the “ROFO Offer Price”) and any other
material terms sought by the ROFO Seller.

     (b) The giving of a ROFO Offer Notice to the ROFO Non-Selling Shareholders shall constitute an offer by such ROFO Seller to Transfer the ROFO Offered Securities, in whole and not in part, (i) first, to the other
Investors and (ii) secondly, to the extent the other Investors have not purchased all ROFO Offered Securities pursuant to this Section within the first two Business Days of the ROFO Offer Period, to the other ROFO
Non-Selling Shareholders, in each case at the ROFO Offer Price and on the other terms set forth in the ROFO Offer Notice. Such offer may be accepted at the ROFO Offer Price (i) first, by each other Investors on a pro
rata basis (calculated by dividing (x) such other Investor’s Aggregate Ownership of Ordinary Shares by (y) the Aggregate Ownership of Ordinary Shares by all Investors other than the ROFO Seller); and (ii) secondly,
to the extent the other Investors have not purchased all ROFO Offered Securities pursuant to this Section within the first two Business Days of the ROFO Offer Period, by each of the ROFO Non-Selling Shareholders
who is not an Investor, on a pro rata basis (calculated by dividing (x) such ROFO Non-Selling Shareholder’s Aggregate Ownership of Ordinary Shares by (y) the Aggregate Ownership of Ordinary Shares by all such
ROFO Non-Selling Shareholders). Such offer shall be irrevocable for five Business Days (the “ROFO Offer Period”) after receipt of such ROFO Offer Notice by each ROFO Non-Selling Shareholder. Each ROFO
Non-Selling Shareholder shall have the right to accept such offer (as provided above) by giving an irrevocable notice of acceptance to such ROFO Seller prior to the expiration of the ROFO Offer Period.

     (c) If the ROFO Non-Selling Shareholders have elected to purchase all of the ROFO Offered Securities, the ROFO Non-Selling Shareholders shall purchase and pay, by bank or certified check (in immediately
available funds), for
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all ROFO Offered Securities within five Business Days after the date on which all such ROFO Offered Securities have been accepted.

     (d) Upon the earlier to occur of (i) full rejection of the ROFO Offer by all recipients thereof and (ii) the expiration of the ROFO Offer Period without ROFO Non-Selling Shareholders electing to purchase all of the
ROFO Offered Securities, the ROFO Seller shall have a 120-day period during which to effect a Transfer of any or all of the ROFO Offered Securities on terms that are not materially less favorable (as to the ROFO
Seller) as were set forth in the ROFO Offer Notice, provided that, if the Transfer is subject to regulatory approval, such 120-day period shall be extended until the expiration of five Business Days after all such
approvals shall have been received, but in no event shall such period be extended for more than an additional one hundred and fifty (150) days. If the ROFO Seller does not consummate the Transfer of the ROFO
Offered Securities in accordance with the foregoing time limitations, then the right of the ROFO Seller to effect the Transfer of such ROFO Offered Securities pursuant to this Section 4.03(d) shall terminate and the
ROFO Seller shall again comply with the procedures set forth in this Section 4.03 with respect to any proposed Transfer of Company Securities to a Third Party.

     (e) The provisions of this Section 4.03 shall not apply to any Transfer of Company Securities by any Investor (i) in the QPO or (ii) to any Permitted Transferee of such Investor.

     Section 4.04. Tag-Along Rights. (a) If a Shareholder other than the Investors (the “Tag-Along Seller”) proposes to Transfer to a Person other than its Permitted Transferees, in a transaction otherwise permitted by
Article 3, any Company Securities and the Investors have declined or failed to exercise their rights of first refusal with respect to such Company Securities pursuant to Section 4.02 (a “Tag-Along Sale”),

     (i) the Tag-Along Seller shall provide the Investors notice of the terms and conditions of such proposed Transfer (“Tag-Along Notice”) and offer each Tagging Person the opportunity to participate in such
Transfer in accordance with this Section 4.04, and

     (ii) each of the Investors who have declined or failed to exercise its rights of first refusal with respect to such Company Securities pursuant to Section 4.02 may elect, at its option, to participate in the proposed
Transfer in accordance with this Section 4.04 (each such electing Shareholder, a “Tagging Person”).

     The Tag-Along Notice shall identify the number and class of Company Securities proposed to be sold by the Tag-Along Seller and all other Company Securities subject to the offer (“Tag-Along Offer”), the
consideration for which
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the Transfer is proposed to be made, and all other material terms and conditions of the Tag-Along Offer, including the form of the proposed agreement, if any, and a firm offer by the proposed transferee to purchase
Company Securities from the Tagging Persons in accordance with this Section 4.04.

     From the date of its receipt of the Tag-Along Notice, each Tagging Person shall have the right (a “Tag-Along Right”), exercisable by notice (“Tag-Along Response Notice”) given to the Tag-Along Seller within 15
Business Days after its receipt of the Tag-Along Notice (the “Tag-Along Notice Period”), to request that the Tag-Along Seller include in the proposed Transfer up to a number of Company Securities representing such
Tagging Person’s Tag-Along Portion, provided that each Tagging Person shall be entitled to include in the Tag-Along Sale no more than its Tag-Along Portion of Company Securities and the Tag-Along Seller shall be
entitled to include the number of Company Securities proposed to be Transferred by the Tag-Along Seller as set forth in the Tag-Along Notice (reduced, to the extent necessary, so that each Tagging Person shall be able
to include its Tag-Along Portion and such additional Company Securities as permitted by Section 4.04(d)). Each Tag-Along Response Notice shall include wire transfer or other instructions for payment or delivery of
the purchase price for the Company Securities to be sold in such Tag-Along Sale or, if such delivery is not permitted by applicable law, an unconditional agreement to deliver such Company Securities pursuant to this
Section 4.04(a) at the closing for such Tag-Along Sale against delivery to such Tagging Person of the consideration therefor. Each Tagging Person that exercises its Tag-Along Rights hereunder shall deliver to the Tag-
Along Seller, with its Tag-Along Response Notice, the certificates representing the Company Securities of such Tagging Person to be included in the Tag-Along Sale, together with a limited power-of-attorney
authorizing the Tag-Along Seller to Transfer such Company Securities on the terms set forth in the Tag-Along Notice. Delivery of the Tag-Along Response Notice with such certificates and limited power-of-attorney
shall constitute an irrevocable acceptance of the Tag-Along Offer by such Tagging Persons, subject to the provisions of this Section 4.04. “Tag-Along Portion” means, with respect to any Tagging Person in any Tag-
Along Sale, that number (or amount) of Company Securities proposed to be Transferred in such Tag-Along Sale equal to (x) the Aggregate Ownership of such class of Company Securities by such Tagging Person
immediately prior to such Tag-Along Sale multiplied by (y) a fraction the numerator of which is the maximum number of such class proposed to be Transferred by the Tag-Along Seller in such Tag-Along Sale and the
denominator of which is the Aggregate Ownership of such class by the Investors and the Tag-Along Seller immediately prior to such Tag-Along Sale.

     If, at the end of a 120-day period after such delivery of such Tag-Along Notice, the Tag-Along Seller has not completed the Transfer of all Company Securities proposed to be sold by the Tag-Along Seller and all
Tagging Persons on substantially the same terms and conditions set forth in the Tag-Along Notice,
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the Tag-Along Seller shall (i) return to each Tagging Person the limited power-of-attorney and all certificates representing the Company Securities that such Tagging Person delivered for Transfer pursuant to this
Section 4.04(a) and any other documents in the possession of the Tag-Along Seller executed by the Tagging Persons in connection with the proposed Tag-Along Sale, and (ii) all the restrictions on Transfer contained in
this Agreement or otherwise applicable at such time with respect to such Company Securities shall continue in effect.

     (b) Concurrently with the consummation of the Tag-Along Sale, the Tag-Along Seller shall (i) notify the Tagging Persons thereof, (ii) remit to the Tagging Persons the total consideration for the Company Securities
of the Tagging Persons Transferred pursuant thereto, with the cash portion of the purchase price paid by wire transfer of immediately available funds in accordance with the wire transfer instructions in the applicable
Tag-Along Response Notices and the non-cash portion of the purchase price delivered to the Tagging Persons in manners specified in the relevant Tag-Along Response Notices and (iii) promptly after the consummation
of such Tag-Along Sale, furnish such other evidence of the completion and the date of completion of such transfer and the terms thereof as may be reasonably requested by the Tagging Persons.

     (c) If at the termination of the Tag-Along Notice Period, any of the Investors shall not have elected to participate in the Tag-Along Sale, it shall be deemed to have waived its rights under Section 4.04(a) with respect
to the Transfer of its Company Securities pursuant to such Tag-Along Sale.

     (d) If (i) any Investor declines to exercise its Tag-Along Rights or (ii) any Tagging Person elects to exercise its Tag-Along Rights with respect to less than such Tagging Person’s Tag-Along Portion, in each case
within the Tag-Along Notice Period, the Tag-Along Seller shall, on the Business Day immediately after the expiration of the Tag-Along Notice Period, notify each Tagging Person who has elected to exercise its Tag-
Along Rights with respect to its Tag-Along Portion and such Tagging Person shall have the right to include in the proposed Transfer an additional number of Company Securities representing its pro rata portion
(calculated by dividing (x) the Aggregate Ownership of such class of Company Securities by such Tagging Person by (y) the Aggregate Ownership of such class by all Tagging Persons who have elected to exercise their
respective Tag-Along Rights in full) of the Company Securities with respect to which Tag-Along Rights have not previously been exercised during the Tag-Along Notice Period or during this subsequent offer.

     (e) The Tag-Along Seller shall Transfer, on behalf of itself and each Tagging Person, the Company Securities subject to the Tag-Along Offer and elected to be Transferred on the terms and conditions set forth in the
Tag-Along Notice within 120 days of delivery of the Tag-Along Notice.
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     (f) Upon the consummation of any Tag-Along Sale, all of the Shareholders participating therein will receive the same form and amount of consideration per share, or, if any Shareholders are given an option as to the
form and amount of consideration to be received, all Shareholders participating therein will be given the same option.

     (g) No Tagging Person shall be obligated to pay any expenses incurred in connection with any Tag-Along Sale.

     (h) Each Tagging Person shall (i) not be required to provide any representations or indemnities in connection with any Tag-Along Sale other than representations and indemnities concerning such Tagging Person’s
title to the Company Securities to be Transferred by such Tagging Person in such Tag-Along Sale, free and clear of any encumbrances and authority, power and right to enter into and consummate the Transfer without
contravention of any law or material agreement and (ii) benefit from all of the same provisions of the definitive agreements as the Tag-Along Seller.

     (i) If a Controlling Shareholder proposes to Transfer, in a transaction otherwise permitted by Article 3, a number of Company Securities in a single transaction or in a series of related transactions such that such
Controlling Shareholder’s Aggregate Ownership of Ordinary Shares immediately after the consummation of such Transfer is less than 50% of such Controlling Shareholder’s Initial Ownership of Ordinary Shares, each
of the Investors shall have the right to participate in such Transfer to sell all Company Securities held by each respective Investor and all other provisions of this Section 4.04 shall apply to such Transfer mutatis
mutandis. Any Transfer of Company Securities by a Controlling Shareholder that occurs within six months of any other Transfer of Company Securities by such Controlling Shareholders shall be conclusively deemed
to be related to such previous transaction for the purposes of this Section 4.04(i).

     (j) Sections 4.04(a) through 4.04(i) shall apply mutatis mutandis to any direct or indirect Transfer by any Controlling Person of any equity interests in the relevant Controlling Shareholder.

     Section 4.05. Drag-Along Rights. (a) If all of the Investors (the “Drag-Along Sellers”) propose to Transfer Company Securities to one or more Third Parties (the “Drag-Along Transferee”) (a “Drag-Along Sale”),
the Drag-Along Sellers may at their collective option require all other Shareholders (the “Dragged Shareholders”) (i) to Transfer the Drag-Along Portion of Company Securities (“Drag-Along Rights”) then held by
every Dragged Shareholder, and (ii) subject to and at the closing of the Drag-Along Sale, to exercise such number of options for Ordinary Shares held by every Dragged Shareholder as is required in order that a
sufficient number of Ordinary Shares are available to Transfer the relevant
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Drag-Along Portion of Company Securities of each such Dragged Shareholder, in each case for the same consideration per unit of the relevant class of Company Securities and otherwise on the same terms and
conditions as the Drag-Along Sellers, provided that any Dragged Shareholder that holds options the exercise price per share of which is greater than the per share price at which the Ordinary Shares are directly or
indirectly on an as converted basis to be Transferred to the Drag-Along Transferee, if required by the Drag-Along Sellers to exercise such options, may, in lieu of such exercise, submit to irrevocable cancellation thereof
without any liability for payment of any exercise price with respect thereto, and, provided further that, with respect to any Transfer also governed by Section 4.03, the Dragged Shareholders having a right of first offer
under Section 4.03 shall first have been afforded the opportunity to acquire any Company Securities to be Transferred in the Drag-Along Sale in accordance with the provisions of Section 4.03. If the Drag-Along Sale is
not consummated with respect to any Ordinary Shares acquired upon exercise of any options, or the Drag-Along Sale is not consummated, any options exercised or cancelled in contemplation of such Drag-Along Sale
shall be deemed not to have been exercised or canceled, as applicable. “Drag-Along Portion” means, with respect to any Dragged Shareholder, (i) the Aggregate Ownership of Ordinary Shares by such Dragged
Shareholder multiplied by (ii) a fraction the numerator of which is the aggregate number of Ordinary Shares proposed to be sold by the Drag-Along Sellers in the applicable Drag-Along Sale, calculated on a Fully-
Diluted basis, and the denominator of which is the Aggregate Ownership of Ordinary Shares by the Drag-Along Sellers collectively.

     The Drag-Along Sellers shall provide notice of such Drag-Along Sale to the Dragged Shareholders (a “Drag-Along Sale Notice”) not later than 15 Business Days prior to the proposed Drag-Along Sale. The Drag-
Along Sale Notice shall identify the transferee, the number of Company Securities subject to the Drag-Along Sale, the consideration for which a Transfer is proposed to be made (the “Drag-Along Sale Price”) and all
other material terms and conditions of the Drag-Along Sale. The number of Company Securities to be sold by each Dragged Shareholder shall be the Drag-Along Portion that such Dragged Shareholder owns. Each
Dragged Shareholder shall be required to participate in the Drag-Along Sale on the terms and conditions set forth in the Drag-Along Sale Notice and to tender its Company Securities as set forth below. The price
payable in such Transfer shall be the Drag-Along Sale Price. Not later than 10 Business Days after the date of the Drag-Along Sale Notice (the “Drag-Along Sale Notice Period”), each of the Dragged Shareholders
shall deliver to a representative of the Drag-Along Sellers designated in the Drag-Along Sale Notice the certificates representing the Company Securities of such Dragged Shareholder required to be included in the
Drag-Along Sale and the relevant instruments of transfer, together with a limited power-of-attorney authorizing the Drag-Along Sellers or their representative to Transfer such Company Securities on the terms set forth
in the
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Drag-Along Notice and wire transfer or other instructions for payment or delivery of the consideration to be received in such Drag-Along Sale, or, if such delivery is not permitted by applicable law, an unconditional
agreement to deliver such Company Securities pursuant to this Section 4.05(a) at the closing for such Drag-Along Sale against delivery to such Dragged Shareholder of the consideration therefor.

     (b) The Drag-Along Sellers shall have a period of 120 days from the date of delivery of the Drag-Along Sale Notice to consummate the Drag-Along Sale on the terms and conditions set forth in such Drag-Along Sale
Notice, provided that, if such Drag-Along Sale is subject to regulatory approval, such 120-day period shall be extended until the expiration of five Business Days after all such approvals have been received, but in no
event later than 270 days following the date of delivery of the Drag-Along Sale Notice. If the Drag-Along Sale shall not have been consummated during such period, the Drag-Along Sellers shall return to each of the
Dragged Shareholders the limited power-of-attorney and all certificates representing Company Securities that such Dragged Shareholder delivered for Transfer pursuant hereto and all related instruments of transfer,
together with any other documents in the possession of the Drag-Along Sellers executed by such Dragged Shareholder in connection with such proposed Transfer, and all the restrictions on Transfer contained in this
Agreement or otherwise applicable at such time with respect to such Company Securities owned by the Dragged Shareholders shall again be in effect.

     (c) Concurrently with the consummation of the Transfer of Company Securities pursuant to this Section 4.05, the Drag-Along Sellers shall give notice thereof to the Dragged Shareholders, shall remit to each of the
Dragged Shareholders that have surrendered their certificates and other applicable instruments the total consideration (the cash portion of which is to be paid by wire transfer in accordance with such Dragged
Shareholder’s wire transfer instructions) for the Company Securities Transferred pursuant hereto and shall furnish such other evidence of the completion and time of completion of such Transfer and the terms thereof as
may be reasonably requested by such Dragged Shareholder.

     (d) Notwithstanding anything contained in this Section 4.05, there shall be no liability on the part of the Drag-Along Sellers to the Dragged Shareholders (other than the obligation to return the limited power-of-
attorney and the certificates and other applicable instruments representing Company Securities received by the Drag-Along Sellers) or any other Person if the Transfer of Company Securities pursuant to this
Section 4.05 is not consummated for whatever reason, regardless of whether the Drag-Along Sellers have delivered a Drag-Along Sale Notice. Whether to effect a Transfer of Company Securities pursuant to this
Section 4.05 by the Drag-Along Sellers is in the sole and absolute discretion of the Drag-Along Sellers.
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     (e) Upon the consummation of any Drag-Along Sale, all of the Shareholders participating therein will receive the same form and amount of consideration per share, or, if any Shareholders are given an option as to
the form and amount of consideration to be received, all Shareholders participating therein will be given the same option.

     (f) No Dragged Shareholder shall be obligated to pay any expenses incurred in connection with any Drag-Along Sale.

     (g) Each Dragged Shareholder shall (i) not be required to provide any representations or indemnities in connection with any Drag-Along Sale other than representations and indemnities concerning such Dragged
Shareholder’s title to the Company Securities to be Transferred by such Dragged Shareholder in such Drag-Along Sale, free and clear of any encumbrances and authority, power and right to enter into and consummate
the Transfer without contravention of any law or material agreement and (ii) benefit from all of the same provisions of the definitive agreements as any Drag-Along Seller holding the same number and class of
Company Securities as such Dragged Shareholder.

     (h) Notwithstanding anything to the contrary herein, the Drag-Along Rights contemplated by this Section 4.05 shall be exercisable only in the event that the QPO has not been consummated by the third anniversary
date of the date hereof.

     Section 4.06. Put Rights. (a) The Company shall promptly deliver written notice to each holder of Preferred Shares upon the occurrence of any Put Trigger Event. At any time after the occurrence of any Put Trigger
Event, upon the request of any holder of Preferred Shares, each Other Shareholder shall use its best efforts to assist and cooperate with such holder to sell the Company Securities then held by such holder to a Third
Party.

     (b) Without limiting the provisions in Section 4.06(a), upon the occurrence of any Put Trigger Event, each holder of Preferred Shares (each, a “Putting Shareholder”) shall have the right (the “Put Right”) to require
the Other Shareholders or the Company (the “Purchaser”) to purchase all Company Securities held by such Putting Shareholder (the “Put Interest”).

     (c) To exercise the Put Right, a Putting Shareholder shall give notice (the “Put Notice”) to the Other Shareholders and the Company no later than 30 Business Days prior to the proposed date of purchase. If any
Putting Shareholder requires the Company to purchase the Put Interest of such Putting Shareholder in the Put Notice, upon receipt of the Put Notice, the Company shall be obligated to purchase the Put Interest of such
Putting Shareholder on the proposed date of purchase in accordance with the provisions of this Section 4.06, unless such purchase by the Company will violate or contravene the Companies Law of the
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Cayman Islands. If any Putting Shareholder requires the Other Shareholders to purchase the Put Interest of such Putting Shareholder in the Put Notice, upon receipt of the Put Notice, the Other Shareholders shall be
obligated, jointly and severally, to purchase such Put Interest on the proposed date of purchase in accordance with the provisions of this Section 4.06.

     (d) The purchase price payable per share of Company Securities by the Purchaser to any Putting Shareholder (the “Put Price”) shall guarantee a Rate of Return of at least 12.5% for such Putting Shareholder’s
investment in its Put Interest. The Rate of Return shall (i) be calculated for the period beginning on and including the respective dates on which such Put Interest were issued by the Company and ending on and
including the closing date for the purchase of such Put Interest pursuant to this Section 4.06; (ii) include as cash outflows all amounts paid by such Putting Shareholder or any other Person to the Company to acquire
such Put Interest (including conversion price, if applicable); (iii) include as cash inflows a deemed terminal cash inflow equal to the Put Price; and (iv) include as cash inflows any cash dividends or other cash
distributions on such Put Interest actually received by such Putting Shareholder from the Company.

     (e) No later than the proposed date of purchase, each Putting Shareholder shall deliver to the Purchaser certificates representing all Company Securities comprising its Put Interest, together with all other documents
required to be executed in connection with such Transfer or, if such delivery is not permitted by applicable law, an unconditional agreement to deliver such Company Securities pursuant to this Section 4.06 at the
closing for such Transfer against delivery to such Putting Shareholder of the consideration therefor. In no event shall any Putting Shareholder be obligated to make any representations and warranties, or to provide any
indemnities, with respect to any matters other than the title to the Company Securities comprising the Put Interest held by such Putting Shareholder and the authority to sell such Company Securities.

     (f) The closing for the purchase of any Put Interest pursuant to this Section 4.06 shall occur as promptly as practicable, but in no event later than 30 days after the date of the Put Notice in respect of such Put Interest.
At any such closing, the Purchaser shall deliver to the relevant Putting Shareholder the purchase price for the Put Interest of such Putting Shareholder by wire transfer of immediately available funds to such bank
account as such Putting Shareholder shall have specified in writing no later than two Business Days prior to the closing of such purchase.

     (g) From the date of the Put Notice to the closing date of the purchase of any Put Interest, the Putting Shareholders shall have the sole right to (i) determine the declaration or payment of any dividend or other
distribution upon any capital share of the Company or any of its Subsidiaries, (ii) determine any spending by the Company or any of its Subsidiaries, (iii) sell any assets of the
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Company or any of its Subsidiaries, (iv) approve any withdrawal from or otherwise manage any bank account of the Company or any of its Subsidiaries, and (v) otherwise manage the business of the Company and its
Subsidiaries.

ARTICLE 5
REGISTRATION RIGHTS

     Section 5.01. Right to Participate in the QPO. (a) No later than 30 Business Days prior to the anticipated filing date of the registration statement relating to the QPO if the class of Company Securities subject of the
QPO are to be listed on a stock exchange located in the US or the filing date of similar documents if the class of Company Securities subject of the QPO are to be listed in a stock exchange outside of the US, the
Company shall deliver a written notice to each Investor which shall set forth such Investor’s rights under this Section 5.01 and shall offer each Investor the opportunity to include in such QPO the number of Registrable
Securities of the same class or series as those proposed to be listed and offered in the QPO as each Investor may request (a “Piggyback Registration”), subject to the provisions of Section 5.01(b). Upon the request of
any such Shareholder made within 15 Business Days after the receipt of notice from the Company (which request shall specify the number of Registrable Securities intended to be registered by such Shareholder), the
Company shall use its best efforts to include in the QPO all Registrable Securities that the Company has been so requested to include in the QPO by all such Shareholders, to the extent requisite to permit the disposition
of the Registrable Securities so to be included, provided that (i) if the QPO involves an underwritten public offering, all such Shareholders requesting to be included in the QPO must sell their Registrable Securities to
the underwriters on the same terms and conditions as apply to the Company, and (ii) if, at any time after giving notice of its intention to include any Company Securities in the QPO pursuant to this Section 5.01 and
prior to the closing date of the QPO, the Company shall determine for any reason not to consummate the QPO, the Company shall give notice to all such Shareholders. The Company’s obligation to include any
Registrable Securities in the QPO shall continue until after the Company has consummate the QPO and has satisfied its obligations under this Section 5.01. The Company shall pay all Registration Expenses in
connection with the Piggyback Registration.

     (b) If the QPO involves an underwritten public offering and the managing underwriter advises the Company that, in its view, the number of Company Securities that the Company and such Shareholders intend to
include in such registration exceeds the largest number of shares that can be sold without having an adverse effect on such offering, including the price at which such shares can be sold (the “Maximum Offering Size”),
the Company shall include in such registration, in the following priority, up to the Maximum Offering Size:
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     (i) first, so much of the Company Securities proposed to be offered by the Company in the QPO as would not cause the offering to exceed the Maximum Offering Size, and

     (ii) second, all Registrable Securities requested to be included in such registration by any Shareholders pursuant to Section 5.01 (allocated, if necessary for the offering not to exceed the Maximum Offering Size,
pro rata among such Shareholders on the basis of the relative number of shares of Registrable Securities so requested to be included in such registration by each).

     (c) Without the prior written consent of each Investor, none of the Controlling Shareholders shall be permitted to include in the QPO any Company Securities held by such Controlling Shareholder if the aggregate
amount of Company Securities to be included in the QPO by the Controlling Shareholders represents more than 20% of all Company Securities to be included in the QPO by the Investors and the Controlling
Shareholders.

     Section 5.02. Registration Rights after the QPO. (a) If the shares subject of the QPO have been listed on a stock exchange located in the US, the Company shall file with the SEC, no later than 90 days after the
closing date of the QPO, a “shelf” registration statement covering the resale of all of the Registrable Securities held by the Investors immediately after the closing of the QPO, and shall use its best efforts to cause such
“shelf” registration statement to become effective on or prior to the 180th day following the closing date of the QPO and to keep such “shelf” registration statement in effect until all of the Company Securities held by
the Investors immediately after the closing of the QPO have been resold. The Company shall pay all Registration Expenses incurred in connection with the registration pursuant to this Section 5.02(a).

     (b) If the shares subject of the QPO have been listed on a stock exchange not located in the US, the Company shall obtain and maintain a listing for all the Company Securities held by the Investors after the QPO.

     Section 5.03. Registration Procedures. Whenever Shareholders request that any Registrable Securities be registered pursuant to Section 5.01 or 5.02, subject to the provisions of such Sections, the Company shall use
its best efforts to effect the registration and the sale of such Registrable Securities in accordance with the intended method of disposition thereof as quickly as practicable, and, in connection with any such request:

     (a) The Company shall as expeditiously as possible prepare and file with the SEC a registration statement on any form for which the Company then qualifies or that counsel for the Company shall deem appropriate
and which form shall be available for the sale of the Registrable Securities to be registered
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thereunder in accordance with the intended method of distribution thereof, and use its best efforts to cause such filed registration statement to become and remain effective for a period of not less than 180 days, or in the
case of a shelf registration statement, remain effective until all of the Registrable Securities of the Shareholders included in such registration statement shall have actually been sold thereunder.

     (b) Prior to filing a registration statement or prospectus or any amendment or supplement thereto, the Company shall, if requested, furnish to each participating Shareholder and each underwriter, if any, of the
Registrable Securities covered by such registration statement copies of such registration statement as proposed to be filed, and thereafter the Company shall furnish to such Shareholder and underwriter, if any, such
number of copies of such registration statement, each amendment and supplement thereto (in each case including all exhibits thereto and documents incorporated by reference therein), the prospectus included in such
registration statement (including each preliminary prospectus and any summary prospectus) and any other prospectus filed under Rule 424, Rule 430A, Rule 430B or Rule 430C under the Securities Act and such other
documents as such Shareholder or underwriter may reasonably request in order to facilitate the disposition of the Registrable Securities owned by such Shareholder. Each Shareholder shall have the right to request that
the Company modify any information contained in such registration statement, amendment and supplement thereto pertaining to such Shareholder and the Company shall use its best efforts to comply with such request,
provided that the Company shall not have any obligation so to modify any information if the Company reasonably expects that so doing would cause the prospectus to contain an untrue statement of a material fact or
omit to state any material fact required to be stated therein or necessary to make the statements therein not misleading.

     (c) After the filing of the registration statement, the Company shall (i) cause the related prospectus to be supplemented by any required prospectus supplement, and, as so supplemented, to be filed pursuant to
Rule 424 under the Securities Act, (ii) comply with the provisions of the Securities Act with respect to the disposition of all Securities covered by such registration statement during the applicable period in accordance
with the intended methods of disposition by the Shareholders thereof set forth in such registration statement or supplement to such prospectus and (iii) promptly notify each Shareholder holding Registrable Securities
covered by such registration statement of any stop order issued or threatened by the SEC or any state securities commission and take all reasonable actions required to prevent the entry of such stop order or to remove it
if entered.

     (d) The Company shall use its best efforts to (i) register or qualify the Registrable Securities covered by such registration statement under such other securities laws of such jurisdictions in the US as any registering
Shareholder holding such Registrable Securities reasonably (in light of such Shareholder’s
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intended plan of distribution) requests and (ii) cause such Registrable Securities to be registered with or approved by such other governmental agencies or authorities as may be necessary by virtue of the business and
operations of the Company and do any and all other acts and things that may be reasonably necessary or advisable to enable such Shareholder to consummate the disposition of the Registrable Securities owned by such
Shareholder, provided that the Company shall not be required to (A) qualify generally to do business in any jurisdiction where it would not otherwise be required to qualify but for this Section 5.03(d), (B) subject itself
to taxation in any such jurisdiction or (C) consent to general service of process in any such jurisdiction.

     (e) The Company shall immediately notify each Shareholder holding such Registrable Securities covered by such registration statement, at any time when a prospectus relating thereto is required to be delivered
under the Securities Act, of the occurrence of an event requiring the preparation of a supplement or amendment to such prospectus so that, as thereafter delivered to the purchasers of such Registrable Securities, such
prospectus will not contain an untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein not misleading and promptly prepare and make
available to each such Shareholder and file with the SEC any such supplement or amendment.

     (f) Upon execution of confidentiality agreements in form and substance reasonably satisfactory to the Company, the Company shall make available for inspection by any Shareholder and any underwriter
participating in any disposition pursuant to a registration statement being filed by the Company pursuant to this Section 5.03(f) and any attorney, accountant or other professional retained by any such Shareholder or
underwriter (collectively, the “Inspectors”), all financial and other records, pertinent corporate documents and properties of the Company (collectively, the “Records”) as shall be reasonably necessary or desirable to
enable them to exercise their due diligence responsibility, and cause the Company’s officers, directors and employees to supply all information reasonably requested by any Inspectors in connection with such
registration statement. Records that the Company determines, in good faith, to be confidential and that it notifies the Inspectors are confidential shall not be disclosed by the Inspectors unless (i) the disclosure of such
Records is necessary to avoid or correct a misstatement or omission in such registration statement or (ii) the release of such Records is ordered pursuant to a subpoena or other order from a court of competent
jurisdiction. Each Shareholder agrees that information obtained by it as a result of such inspections shall be deemed confidential and shall not be used by it or its Affiliates as the basis for any market transactions in the
Company Securities unless and until such information is made generally available to the public. Each Shareholder further agrees that, upon learning that disclosure of such Records is sought in a court of competent
jurisdiction, it shall give notice to
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the Company and allow the Company, at its expense, to undertake appropriate action to prevent disclosure of the Records deemed confidential.

     (g) To the extent permitted by laws, the Company shall furnish to each registering Shareholder and to each such underwriter, if any, a signed counterpart, addressed to such Shareholder or underwriter, of (i) an
opinion or opinions of counsel to the Company and (ii) a comfort letter or comfort letters from the Company’s independent public accountants, each in customary form and covering such matters of the kind customarily
covered by opinions or comfort letters, as the case may be, as a majority of such Shareholders or the managing underwriter therefor requests.

     (h) The Company shall otherwise use its best efforts to comply with all applicable rules and regulations of the SEC.

     (i) The Company may require each Shareholder promptly to furnish in writing to the Company such information regarding the distribution of the Registrable Securities as the Company may from time to time
reasonably request and such other information as may be legally required in connection with such registration.

     (j) Each Shareholder agrees that, upon receipt of any notice from the Company of the happening of any event of the kind described in Section 5.03(e), such Shareholder shall forthwith discontinue disposition of
Registrable Securities pursuant to the registration statement covering such Registrable Securities until such Shareholder’s receipt of the copies of the supplemented or amended prospectus contemplated by
Section 5.03(e), and, if so directed by the Company, such Shareholder shall deliver to the Company all copies, other than any permanent file copies then in such Shareholder’s possession, of the most recent prospectus
covering such Registrable Securities at the time of receipt of such notice. If the Company shall give such notice, the Company shall extend the period during which such registration statement shall be maintained
effective (including the period referred to in Section 5.03(a)) by the number of days during the period from and including the date of the giving of notice pursuant to Section 5.03(e) to the date when the Company shall
make available to such Shareholder a prospectus supplemented or amended to conform with the requirements of Section 5.03(e).

     (k) The Company shall use its best efforts to list all Registrable Securities covered by such registration statement on any securities exchange or quotation system on which any of the Registrable Securities are then
listed or traded.

     (l) The Company shall have appropriate officers of the Company (i) prepare and make presentations at any “road shows” and before analysts and
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rating agencies, as the case may be, (ii) take other actions to obtain ratings for any Registrable Securities and (iii) otherwise use their best efforts to cooperate as requested by the underwriters in the offering, marketing
or selling of the Registrable Securities.

     Section 5.04. Indemnification by the Company. The Company agrees to indemnify and hold harmless each Shareholder beneficially owning any Registrable Securities covered by a registration statement, its officers,
directors, employees, partners and agents, and each Person, if any, who controls such Shareholder within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act from and against any and all
losses, claims, damages, liabilities and expenses (including reasonable expenses of investigation and reasonable attorneys’ fees and expenses) (“Damages”) caused by or relating to any untrue statement or alleged
untrue statement of a material fact contained in any registration statement or prospectus relating to the Registrable Securities (as amended or supplemented if the Company shall have furnished any amendments or
supplements thereto) or any preliminary prospectus, or caused by or relating to any omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein
not misleading, except insofar as such Damages are caused by or related to any such untrue statement or omission or alleged untrue statement or omission so made based upon information furnished in writing to the
Company by such Shareholder or on such Shareholder’s behalf expressly for use therein.

     Section 5.05. Indemnification by Participating Shareholders. Each Shareholder holding Registrable Securities included in any registration statement agrees, severally but not jointly, to indemnify and hold harmless
the Company, its officers, directors and agents and each Person, if any, who controls the Company within the meaning of either Section 15 of the Securities Act or Section 20 of the Exchange Act to the same extent as
the foregoing indemnity from the Company to such Shareholder, but only with respect to information furnished in writing by such Shareholder or on such Shareholder’s behalf expressly for use in any registration
statement or prospectus relating to the Registrable Securities, or any amendment or supplement thereto, or any preliminary prospectus. No Shareholder shall be liable under this Section 5.05 for any Damages in excess
of the net proceeds realized by such Shareholder in the sale of Registrable Securities of such Shareholder to which such Damages relate.

     Section 5.06. Conduct of Indemnification Proceedings. If any proceeding (including any governmental investigation) shall be instituted involving any Person in respect of which indemnity may be sought pursuant to
this Article 5, such Person (an “Indemnified Party”) shall promptly notify the Person against whom such indemnity may be sought (the “Indemnifying Party”) in writing and the Indemnifying Party shall assume the
defense thereof, including the employment of counsel reasonably satisfactory to such Indemnified Party, and
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shall assume the payment of all fees and expenses, provided that the failure of any Indemnified Party so to notify the Indemnifying Party shall not relieve the Indemnifying Party of its obligations hereunder except to the
extent that the Indemnifying Party is materially prejudiced by such failure to notify. In any such proceeding, any Indemnified Party shall have the right to retain its own counsel, but the fees and expenses of such counsel
shall be at the expense of such Indemnified Party unless (i) the Indemnifying Party and the Indemnified Party shall have mutually agreed to the retention of such counsel or (ii) in the reasonable judgment of such
Indemnified Party representation of both parties by the same counsel would be inappropriate due to actual or potential differing interests between them. It is understood that, in connection with any proceeding or related
proceedings in the same jurisdiction, the Indemnifying Party shall not be liable for the reasonable fees and expenses of more than one separate firm of attorneys (in addition to any local counsel) at any time for all such
Indemnified Parties, and that all such fees and expenses shall be reimbursed as they are incurred. In the case of any such separate firm for the Indemnified Parties, such firm shall be designated in writing by the
Indemnified Parties. The Indemnifying Party shall not be liable for any settlement of any proceeding effected without its written consent, but if settled with such consent, or if there be a final judgment for the plaintiff,
the Indemnifying Party shall indemnify and hold harmless such Indemnified Parties from and against any loss or liability (to the extent stated above) by reason of such settlement or judgment. Without the prior written
consent of the Indemnified Party, no Indemnifying Party shall effect any settlement of any pending or threatened proceeding in respect of which any Indemnified Party is or could have been a party and indemnity could
have been sought hereunder by such Indemnified Party, unless such settlement includes an unconditional release of such Indemnified Party from all liability arising out of such proceeding.

     Section 5.07. Contribution. If the indemnification provided for in this Article 5 is unavailable to the Indemnified Parties in respect of any Damages, then each such Indemnifying Party, in lieu of indemnifying such
Indemnified Party, shall contribute to the amount paid or payable by such Indemnified Party as a result of such Damages, as between the Company on the one hand and each such Shareholder on the other, in such
proportion as is appropriate to reflect the relative fault of the Company and of each such Shareholder in connection with such statements or omissions, as well as any other relevant equitable considerations. The relative
fault of the Company on the one hand and of each such Shareholder on the other shall be determined by reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the omission
or alleged omission to state a material fact relates to information supplied by such party, and the parties’ relative intent, knowledge, access to information and opportunity to correct or prevent such statement or
omission.
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     The Company and the Shareholders agree that it would not be just and equitable if contribution pursuant to this Section 5.07 were determined by pro rata allocation or by any other method of allocation that does not
take account of the equitable considerations referred to in the immediately preceding paragraph. The amount paid or payable by an Indemnified Party as a result of the Damages referred to in the immediately preceding
paragraph shall be deemed to include, subject to the limitations set forth above, any legal or other expenses reasonably incurred by such Indemnified Party in connection with investigating or defending any such action
or claim. No Person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be entitled to contribution from any Person who was not guilty of such fraudulent
misrepresentation. Each Shareholder’s obligation to contribute pursuant to this Section 5.07 is several in the proportion that the proceeds of the offering received by such Shareholder bears to the total proceeds of the
offering received by all such Shareholders and not joint.

     Section 5.08. Other Indemnification. Indemnification similar to that specified herein (with appropriate modifications) shall be given by the Company and each Shareholder participating therein with respect to any
required registration or other qualification of securities under any federal or state law or regulation or governmental authority other than the Securities Act.

     Section 5.09. Cooperation by the Company. If any Shareholder shall transfer any Registrable Securities pursuant to Rule 144, the Company shall cooperate, to the extent commercially reasonable, with such
Shareholder and shall provide to such Shareholder such information as such Shareholder shall reasonably request.

ARTICLE 6
CERTAIN COVENANTS AND AGREEMENTS

     Section 6.01. Confidentiality. (a) Each Shareholder agrees that Confidential Information furnished and to be furnished to it has been and may in the future be made available in connection with such Shareholder’s
investment in the Company. Each Shareholder agrees that it shall use, and that it shall cause any Person to whom Confidential Information is disclosed pursuant to clause (i) below to use, the Confidential Information
only in connection with its investment in the Company and not for any other purpose. Each Shareholder further acknowledges and agrees that it shall not disclose any Confidential Information to any Person, except that
Confidential Information may be disclosed:

     (i) to such Shareholder’s Representatives in the normal course of the performance of their duties or to any financial institution providing credit to such Shareholder,
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     (ii) to the extent required by applicable law, rule or regulation (including complying with any oral or written questions, interrogatories, requests for information or documents, subpoena, civil investigative
demand or similar process to which a Shareholder is subject, provided that such Shareholder agrees to give the Company prompt notice of such request(s), to the extent practicable, so that the Company may seek an
appropriate protective order or similar relief (and the Shareholder shall cooperate with such efforts by the Company, and shall in any event make only the minimum disclosure required by such law, rule or
regulation)),

     (iii) to any Person to whom such Shareholder is contemplating a Transfer of its Company Securities, provided that such Transfer would not be in violation of the provisions of this Agreement and such potential
transferee is advised of the confidential nature of such information and agrees to be bound by a confidentiality agreement consistent with the provisions hereof,

     (iv) to any regulatory authority or rating agency to which the Shareholder or any of its affiliates is subject or with which it has regular dealings, as long as such authority or agency is advised of the confidential
nature of such information,

     (v) to the extent related to the tax treatment and tax structure of the transactions contemplated by this Agreement (including all materials of any kind, such as opinions or other tax analyses that the Company, its
Affiliates or its Representatives have provided to such Shareholder relating to such tax treatment and tax structure), provided that the foregoing does not constitute an authorization to disclose the identity of any
existing or future party to the transactions contemplated by this Agreement or their Affiliates or Representatives, or, except to the extent relating to such tax structure or tax treatment, any specific pricing terms or
commercial or financial information, or

     (vi) if the prior written consent of the Board shall have been obtained.

Nothing contained herein shall prevent the use (subject, to the extent possible, to a protective order) of Confidential Information in connection with the assertion or defense of any claim by or against the Company or
any Shareholder.

     (b) “Confidential Information” means any information concerning the Company or any Persons that are or become its Subsidiaries or the financial condition, business, operations or prospects of the Company or
any such Persons in the possession of or furnished to any Shareholder (including by virtue of its present or former right to designate a director of the Company), provided that the
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term “Confidential Information” does not include information that (i) is or becomes generally available to the public other than as a result of a disclosure by a Shareholder or its directors, officers, employees,
shareholders, members, partners, agents, counsel, investment advisers or other representatives (all such persons being collectively referred to as “Representatives”) in violation of this Agreement, (ii) was available to
such Shareholder on a non-confidential basis prior to its disclosure to such Shareholder or its Representatives by the Company, (iii) becomes available to such Shareholder on a non-confidential basis from a source other
than the Company after the disclosure of such information to such Shareholder or its Representatives by the Company, which source is (at the time of receipt of the relevant information) not, to the best of such
Shareholder’s knowledge, bound by a confidentiality agreement with (or other confidentiality obligation to) the Company or another Person or (iv) is independently developed by such Shareholder without violating any
confidentiality agreement with, or other obligation of secrecy to, the Company.

     Section 6.02. Information Rights. The Company shall deliver to the Investors in form and detail satisfactory to the Investors the following:

     (a) as soon as available, but in any event within 45 days after the end of each of the first three fiscal quarters of each fiscal year of the Company, duplicate copies of

     (i) a consolidated balance sheet of the Company and its Subsidiaries as at the end of such fiscal quarter, and

     (ii) the related consolidated statement of income and operations, shareholders’ equity, cash flow and changes in financial position of the Company and its Subsidiaries for such fiscal quarter and (in the case of the
second and third quarters) for the portion of the fiscal year ending with such fiscal quarter, in each case setting forth in comparative form the figures for the corresponding periods in the previous fiscal year,
prepared in accordance with US GAAP or IFRS applied on a consistent basis, and certified by the Chief Financial Officer of the Company as fairly presenting, in all material respects, the financial position of the
companies being reported on and their results of operations and cash flows in accordance with the applicable accounting principals then used by the Company, subject only to normal year-end audit adjustments and
the absence of footnotes;

     (b) as soon as available, but in any event within 90 days after the end of each fiscal year of the Company, duplicate copies of

     (i) a consolidated balance sheet of the Company and its Subsidiaries as at the end of such fiscal year, and
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     (ii) the related consolidated statements of operations, shareholders’ equity, cash flow and changes in financial position of the Company and its Subsidiaries for such fiscal year, setting forth in each case in
comparative form the figures for the previous fiscal year, prepared in accordance with the accounting principals then used by the Company applied on a consistent basis, audited by, and accompanied by a report and
opinion thereon of, a “big four” international accounting firm, which opinion shall state that such financial statements present fairly, in all material respects, the financial position of the companies being reported
upon and their results of operations and cash flows and have been prepared in conformity with the applicable accounting principals applied on a consistent basis, that the examination of such accountants in
connection with such financial statements has been made in accordance with generally accepted auditing standards, that such report and opinion are not subject to any “going concern” or like qualification or
exception or any qualification or exception as to the scope of such audit, and that such audit provides a reasonable basis for such opinion in the circumstances; and

     (iii) the Company’s annual budget and operating budget for the coming fiscal year;

     (c) as soon as available, but in any event within five Business Days after the first day of each calendar month, (i) a monthly report of cash receipts and cash disbursements for the calendar month most recently ended
and (ii) a projected monthly report of cash receipts and cash disbursements for the then current calendar month, in each case substantially in the form agreed to between the Company and the Investors;

     (d) as soon as available, but in any event within five Business Days after receipt thereof, copies of all management letters and reports submitted to the Company or any of its Subsidiaries by independent certified
public accountants in connection with any annual, interim or special audit of the Company or any of its Subsidiaries made by such accountants;

     (e) as soon as available, but in any event within five days of receipt thereof, copies of any notice to the Company or any of its Subsidiaries from any governmental authority relating to any order, ruling, statute or
other law that could reasonably be expected to have a Material Adverse Effect;

     (f) as soon as practicable and, in any event, within five Business Days after any officer of the Company obtains knowledge thereof, notice (with a description in reasonable detail, and stating the action that the
Company is taking or proposes to take with respect thereto) of (i) the commencement of any litigation, investigation or other proceeding to which the Company or any of its
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Subsidiaries is a party before any court or arbitrator or any governmental body, agency or official or arbitration body, (ii) any claim for indemnity against the Company or any of its Subsidiaries or (iii) the existence of
any material default or breach under this Agreement or any other material contract or agreement to which the Company or any of its Subsidiaries is a party; and

     (g) as promptly as reasonably practicable, such other data and information relating to the business, operations, affairs, financial condition, assets or property of the Company or any of its Subsidiaries as from time to
time may be reasonably requested by the Investors.

     Section 6.03. Inspection Right. The Company shall, and shall cause each of its Subsidiaries to, provide reasonable access to each Investor, or any person designated from time to time by such Investor, from time to
time hereafter, to call at the place or places of business of the Company and any of its Subsidiaries during ordinary business hours, and, without hindrance or delay by any of the Company and any of its Subsidiaries,
(a) to inspect, audit, check, and makes copies of and extracts from books, records, journals, orders, receipts of any of the Company and its Subsidiaries, and any correspondence and other data relating to the business of
any of the Company and its Subsidiaries or to any transactions between the parties hereto, and (b) to discuss the affairs, finances, and business of any of the Company and its Subsidiaries with the officers of any of the
Company and its Subsidiaries.

     Section 6.04. Books and Records. Each of the Company and its Subsidiaries shall (a) maintain proper books of record and account, in which full, true and correct entries in conformity with the then adopted
accounting principals consistently applied shall be made of all financial transactions and matters involving the assets, properties and business of the Company and such Subsidiary, as applicable; and (b) maintain such
books of record and account in material conformity with all applicable requirements of any governmental authority having regulatory jurisdiction over the Company and such Subsidiary or their respective assets or
properties, as applicable.

     Section 6.05. Related Party Transactions. The Company shall not, and shall not permit any of its Subsidiaries to, enter into any Related Party Transaction, unless such transaction is on terms that are no less favorable
to the Company or such Subsidiary than those that would have been obtained in a comparable transaction by the Company or such Subsidiary with a Person who is not a Related Party. Before any Related Party
Transaction is entered into, the Company shall disclose the details of such transaction and the interests of all Related Parties to the Board.
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     Section 6.06. QPO. (a) Each Shareholder shall use its best efforts to cause the Company to complete the QPO within three years (or such longer period as approved by the Board) from the date hereof.

     (b) If the Company fails to complete the QPO within such three-year period, at the end of such three-year period and at the end of each year thereafter so long as the QPO has not been completed, with the consent of
the Company, the Investors shall have the right to appoint a reputable investment bank on behalf of the Company to evaluate the feasibility of the QPO. The Company shall bear the fees of such investment bank (other
than underwriting discounts and commissions on any of the Ordinary Shares to be sold by the Investors in the QPO).

     (c) If such investment bank determines that the QPO is feasible and a second investment bank acceptable to the Investors is willing to act as an underwriter of the QPO, the Company shall take actions to prepare for
the QPO pursuant to the advice of such second investment bank.

     Section 6.07. Notice by Controlling Shareholders. Each Controlling Shareholder agrees to promptly deliver a written notice to the Investors if (i) such Controlling Shareholder has incurred material debt, become
liable to any other material liabilities or obligations or entered into any material agreements (including acquisition of material new commercial interests) and (ii) the Company or any of its Subsidiaries has become liable
to material debt or may become liable to material debt.

     Section 6.08. Internal Control. The Company shall establish and maintain a system of internal control over financial reporting that are sufficient to provide reasonable assurance regarding the reliability of the
Company’s financial reporting and the preparation of Company’s financial statements in accordance with IFRS or US GAAP.

     Section 6.09. Rights upon Resignation of Key Man. Upon the resignation of any Key Man from the Company and its Subsidiaries and in the event that, in the sole determination of a majority of the Investors, such
resignation has resulted, or would be likely to result in, a Material Adverse Effect, such Key Man shall deliver a written notice to the Investors and offer the Investors the right to purchase any or all of the Company
Securities then held, directly or indirectly, by such Key Man and his Permitted Transferees at a fair market price determined by an internationally recognized investment banking firm. Within 30 Business Days after
receipt of such notice, each Investor may accept such offer by delivering a written notice to such Key Man, the Company and the other Investors. Such notice shall set forth the number of Company Securities that such
Investor elects to purchase from such Key Man. If two or more Investors have delivered such notice and the sum of the number of Company Securities set forth in such notices exceeds the number of Company
Securities then held, directly or indirectly, by
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such Key Man and his Permitted Transferees, each such Investor shall have the right to purchase its pro rata portion of such Company Securities from such Key Man, his Affiliates and his Permitted Transferees who
directly hold any such Company Securities, based on the number of Ordinary Shares then held by each such Investor, calculated on a Fully-Diluted basis. Within 15 Business Days after the expiration of the initial 30
Business-Day period, such Key Man and his relevant Affiliates and Permitted Transferees and each Investor who has delivered such written notice to accept the offer shall consummate such sale and purchase of
Company Securities.

     Section 6.10. Conflicting Agreements. The Company and each Shareholder represents and agrees that it shall not (a) grant any proxy or enter into or agree to be bound by any voting trust or agreement with respect to
the Company Securities, except as expressly contemplated by this Agreement, (b) enter into any agreement or arrangement of any kind with any Person with respect to any Company Securities inconsistent with the
provisions of this Agreement or for the purpose or with the effect of denying or reducing the rights of any other Shareholder under this Agreement, including agreements or arrangements with respect to the Transfer or
voting of its Company Securities or (c) act, for any reason, as a member of a group or in concert with any other Person in connection with the Transfer or voting of its Company Securities in any manner that is
inconsistent with the provisions of this Agreement.

ARTICLE 7
MISCELLANEOUS

     Section 7.01. Binding Effect; Assignability; Benefit. (a) This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective heirs, successors, legal representatives and permitted
assigns. Any Shareholder that ceases to own beneficially any Company Securities shall cease to be bound by the terms hereof (other than (i) the provisions of Sections 5.04, 5.05, 5.06, 5.07 and 5.08 applicable to such
Shareholder with respect to any offering of Registrable Securities completed before the date such Shareholder ceased to own any Company Securities and (ii) Sections 7.02, 7.05, 7.06, 7.07 and 7.08).

     (b) Neither this Agreement nor any right, remedy, obligation or liability arising hereunder or by reason hereof shall be assignable by any party hereto pursuant to any Transfer of Company Securities or otherwise,
except that each of the Investors may Transfer its rights and obligations hereunder to any Permitted Transferee of the Investors to whom any of the Investors have Transferred any Company Securities. The Company
shall cause each Person who has acquired Company Securities as required or permitted by the terms of this Agreement or any employment agreement or share purchase, option, share option or other
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compensation plan of the Company or any of its Subsidiaries to (unless already bound hereby) execute and deliver to the Company an agreement to be bound by this Agreement in the form of Exhibit A hereto and such
Person shall thenceforth be a Shareholder.

     (c) Nothing in this Agreement, expressed or implied, is intended to confer on any Person other than the parties hereto, and their respective heirs, successors, legal representatives and permitted assigns, any rights,
remedies, obligations or liabilities under or by reason of this Agreement.

     Section 7.02. Notices. All notices, requests and other communications to any party shall be in writing and shall be delivered in person, mailed by certified or registered mail, return receipt requested, or sent by
facsimile transmission,

     if to the Company to:

Concord Medical Services Holdings Limited
P.O. Box 103
No. 01, 37/F, Landmark
4028 Jintian Road, Futian District
Shenzhen, PRC
Facsimile: 86-755-8221-0429
Attention: Mr. Steven Sun, President

     with a copy to:

Simpson Thacher & Bartlett LLP
35th Floor, ICBC Tower
3 Garden Road, Central
Hong Kong
Facsimile: 852-2869-7694
Attention: Leiming Chen

     if to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Facsimile: 86-10-6505-3796
Attention: Ms. Shirley Chen
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     if to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Facsimile: 86-10-8529-9877
Attention: Mr. Feng Xiao

     with a copy to:

Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel.: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Show-Mao Chen, Esq.

     if to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel.: 852-2905-1166
Fax: 852-2905-1555
Attention: Elaine Zong

     with a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel.: 86-10-6535-5500
Fax: 86-10-6505-5522
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Attention: Peter X. Huang

     All notices, requests and other communications shall be deemed received on the date of receipt by the recipient thereof if received prior to 5:00 p.m. in the place of receipt and such day is a Business Day in the place
of receipt. Otherwise, any such notice, request or communication shall be deemed not to have been received until the next succeeding Business Day in the place of receipt. Any notice, request or other written
communication sent by facsimile transmission shall be confirmed by certified or registered mail, return receipt requested, posted within one Business Day, or by personal delivery, whether courier or otherwise, made
within two Business Days after the date of such facsimile transmissions.

     Any Person that becomes a Shareholder shall provide its address and fax number to the Company, which shall promptly provide such information to each other Shareholder.

     Section 7.03. Waiver; Amendment; Termination. (a) No provision of this Agreement may be waived except by an instrument in writing executed by the party against whom the waiver is to be effective. No provision
of this Agreement may be amended or otherwise modified except by an instrument in writing executed by the Company with approval of the Board and Shareholders holding at least 50% of the outstanding Ordinary
Shares.

     (b) Notwithstanding anything to the contrary herein, any amendment or modification of any provision of this Agreement may be effected only with the consent of all Investors.

     Section 7.04. Fees and Expenses. The Company shall pay all out-of-pocket costs and expenses of the Investors, including the reasonable fees and expenses of counsel, accounting firm and other advisors and experts
and travel expenses, incurred in connection with the preparation of this Agreement, or any amendment or waiver hereof, and the transactions contemplated hereby and all matters related hereto. To the extent any
Investor has paid such fees and expenses, the Company shall reimburse such Investor.

     Section 7.05. Governing Law. This Agreement shall be governed by, and construed in accordance with, the laws of the State of New York, without regard to the conflicts of laws rules of such state.

     Section 7.06. Jurisdiction. The parties hereby agree that any suit, action or proceeding seeking to enforce any provision of, or based on any matter arising out of or in connection with, this Agreement or the
transactions contemplated hereby shall be brought in the United States District Court for the Southern District of New York or any New York State court sitting in New York City, so long as one of such courts shall have
subject matter jurisdiction over such suit,
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action or proceeding, and that any case of action arising out of this Agreement shall be deemed to have arisen from a transaction of business in the State of New York, and each of the parties hereby irrevocably consents
to the jurisdiction of such courts (and of the appropriate appellate courts therefrom) in any such suit, action or proceeding and irrevocably waives, to the fullest extent permitted by law, any objection that it may now or
hereafter have to the laying of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding which is brought in any such court has been brought in an inconvenient form.
Process in any such suit, action or proceeding may be served on any party anywhere in the world, whether within or without the jurisdiction of any such court. Without limiting the foregoing, each party agrees that
service of process on such party as provided in Section 7.02 shall be deemed effective service of process on such party.

     Section 7.07. WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING
OUT OF OR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

     Section 7.08. Specific Enforcement. Each party hereto acknowledges that the remedies at law of the other parties for a breach or threatened breach of this Agreement would be inadequate and, in recognition of this
fact, any party to this Agreement, without posting any bond, and in addition to all other remedies that may be available, shall be entitled to obtain equitable relief in the form of specific performance, a temporary
restraining order, a temporary or permanent injunction or any other equitable remedy that may then be available.

     Section 7.09. Counterparts; Effectiveness. This Agreement may be executed in any number of counterparts, each of which shall be deemed to be an original, with the same effect as if the signatures thereto and hereto
were upon the same instrument. This Agreement shall become effective when each party hereto shall have received counterparts hereof signed by all of the other parties hereto. Until and unless each party has received a
counterpart hereof signed by the other party hereto, this Agreement shall have no effect and no party shall have any right or obligation hereunder (whether by virtue of any other oral or written agreement or other
communication).

     Section 7.10. Entire Agreement. This Agreement and the Share Purchase Agreement constitute the entire agreement among the parties hereto and supersede all prior and contemporaneous agreements and
understandings, both oral and written, among the parties hereto with respect to the subject matter hereof and thereof.
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     Section 7.11. Severability. If any term, provision, covenant or restriction of this Agreement is held by a court of competent jurisdiction or other authority to be invalid, void or unenforceable, the remainder of the
terms, provisions, covenants and restrictions of this Agreement shall remain in full force and effect and shall in no way be affected, impaired or invalidated. Upon such a determination, the parties shall negotiate in good
faith to modify this Agreement so as to effect the original intent of the parties as closely as possible in an acceptable manner so that the transactions contemplated hereby be consummated as originally contemplated to
the fullest extent possible.

     Section 7.12. Joint Drafting. Each party hereto has participated in the drafting of this Agreement, which each party acknowledges is the result of extensive negotiations between the parties. If an ambiguity or
question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by the parties, and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the
authorship of any provision.
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     IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and year first above written.
     
 CONCORD MEDICAL SERVICES 

HOLDINGS LIMITED
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    
 
   
 /s/ Cheng Zheng   
 Cheng Zheng, in his individual capacity  
   
 
 CZY INVESTMENTS LIMITED

  

 By:  /s/ Cheng Zheng   
  Name:  Cheng Zheng  
  Title:    
 
   
 /s/ Yang Jianyu   
 Yang Jianyu, in his individual capacity  
   
 
 DAKETALA INTERNATIONAL 

INVESTMENT HOLDINGS LTD.
 

 

 By:  /s/ Yang Jianyu   
  Name:  Yang Jianyu  
  Title:    

 



 

     
     
   
 /s/ Steve Sun   

 Steven Xiaodi Sun, in his individual 
capacity  

   
 
 DRAGON IMAGE INVESTMENT LTD.

  

 By:  /s/ Steve Sun   
  Name:  Steven Xiaodi Sun  
  Title:    
 
   
 /s/ Zhang Jing   
 Zhang Jing, in his individual capacity  
   
 
 THOUSAND OCEAN GROUP 

LIMITED   

 By:  /s/ Zhang Jing   
  Name:  Zhang Jing  
  Title:    
 
   
 /s/ Yap Yaw Kong   
 Yap Yaw Kong, in his individual capacity  
   
 
 TOP MOUNT GROUP LIMITED

  

 By:  /s/ Yap Yaw Kong   
  Name:  Yap Yaw Kong  
  Title:    

 



 

     
     
   
 /s/ Liu Haifeng   
 Liu Haifeng, in his individual capacity  
   
 
   
 /s/ Bona Lau   
 Bona Lau, in her individual capacity  
   
 
 NOTABLE ENTERPRISE LIMITED

  

 By:  /s/ Liu Haifeng   
  Name:  Liu Haifeng  
  Title:    
 
   
   
   
   
 
       
  GRAND BEST GROUP LIMITED   
       
  By:  /s/ Shi Bo Tao   
  Name: 

 

Shi Bo Tao   
  Title:     
       
 

 
SINO PRIME INVESTMENTS 
LIMITED  

 

       
  By:  /s/ Sirong Tian   
    

 
  

  Name:    
  Title:     
       
  LATEK CORPORATION   
       
  By:  /s/ Xiaogang Wang   
    

 
  

  Name:    
  Title:     

 



 

       
  GENIUS ASPECT INVESTMENT LTD.   
       
  By:  /s/ Peipei Zhang   
    

 
  

  Name:    
  Title:     
       
  STAR RISING LTD.   
       
  By:   /s/ Wenqing Tan   
    

 
  

  Name:    
  Title:     
       
  HOMERUN TECHNOLOGY LTD.   
       
  By:  /s/ Liwen Wang   
    

 
  

  Name:    
  Title:     
       
  SINO FIRST HOLDINGS LTD.   
       
  By:  /s/ Wenqing Tan   
    

 
  

  Name:    
  Title:     
       
  JIA INVESTMENT CO., LTD.   
       
  By:  /s/ Chang Chia-Yue   
    

 
  

  Name:    
  Title:     

 



 

       
  CICC SUN COMPANY LIMITED   
       
  By:  /s/ Shirley Shiyou Chen   
    

 
  

    Name: Shirley Shiyou Chen   
    Title:   
       
  PERFECT KEY HOLDINGS LIMITED   
       
  By:  /s/ Shirley Shiyou Chen   
    

 
  

    Name: Shirley Shiyou Chen   
    Title:   

 



 

       
 

 
CARLYLE ASIA GROWTH 
PARTNERS III, L.P.  

 

       
 

 
By:

 
CAGP General Partner, L.P., as its
General Partner  

 

       
 

 
By:

 
CAGP, Ltd., as the General Partner of 
CAGP General Partner, L.P.  

 

       
  By:  /s/ Daniel A. D’Aniello   
    

 
  

    Name: Daniel A. D’Aniello   
    Title: Director   
       
  CAGP III CO-INVESTMENT, L.P.   
       
 

 
By:

 
CAGP General Partner, L.P., as its 
General Partner  

 

       
 

 
By:

 
CAGP, Ltd., as the General Partner of 
CAGP General Partner, L.P.  

 

       
  By:  /s/ Daniel A. D’Aniello   
    

 
  

    Name: Daniel A. D’Aniello   
    Title: Director   

 



 

       
  STARR INVESTMENTS CAYMAN II, INC.   
       
  By:  /s/ Michael J. Horvath   
    

 
  

    Name: Michael J. Horvath   
    Title: Director   

 



 

EXHIBIT A

JOINDER TO SHAREHOLDERS’ AGREEMENT

     This Joinder Agreement (this “Joinder Agreement”) is made as of the date written below by the undersigned (the “Joining Party”) in accordance with the Amended and Restated Shareholders’ Agreement dated as
of October 20, 2008 (the “Shareholders’ Agreement”) among Concord Medical Services Holdings Limited, Carlyle Asia Growth Partners III, L.P., CAGP III Co-Investment, L.P., CICC Sun Company Limited, Starr
Investments Cayman II, Inc. and certain other Persons listed on the signature pages hereof, as the same may be amended from time to time. Capitalized terms used, but not defined, herein shall have the meaning
ascribed to such terms in the Shareholders’ Agreement.

     The Joining Party hereby acknowledges, agrees and confirms that, by its execution of this Joinder Agreement, the Joining Party shall be deemed to be a party to the Shareholders’ Agreement as of the date hereof and
shall have all of the rights and obligations of a “Shareholder” thereunder as if it had executed the Shareholders’ Agreement. The Joining Party hereby ratifies, as of the date hereof, and agrees to be bound by, all of the
terms, provisions and conditions contained in the Shareholders’ Agreement.

     IN WITNESS WHEREOF, the undersigned has executed this Joinder Agreement as of the date written below.

Date: ___________ ___, ______
       
  [NAME OF JOINING PARTY]   
       
  By:     
    

 

Name:   
    Title:   
       
  Address for Notices:   

 



Exhibit 4.10

Dated this 10th day of November, 2008

BY :

CZY Investments Limited

IN FAVOUR OF:

CICC Sun Company Limited

Carlyle Asia Growth Partners III, L.P.

CAGP III Co-Investment, L.P.

Starr Investments Cayman II, Inc.

 

SHARE CHARGE

 

Conyers Dill & Pearman
Barristers & Attorneys

Cayman Islands

 



 

THIS SHARE CHARGE is made on the 10th day of November, 2008

BY:

(1)  CZY Investments Limited, a company incorporated under the laws of the British Virgin Islands (the “Chargor”);

IN FAVOUR OF:

(2)  CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(3)  Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(4)  CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, and together with CAGP, “Carlyle”);
 

(5)  Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, and together with CICC and Carlyle, the “Chargees”).

WHEREAS:

(A)  By a share subscription agreement dated October 10, 2008, as amended on October 20, 2008 (the “Share Subscription Agreement”) made between, inter alia, the Chargor, the Chargees, the Company (as defined
below) and other parties specified therein, the Chargees subscribed for series B redeemable convertible preferred shares of par value US$0.01 each of the Company (the “Series B Shares”) on the terms and
conditions therein set out.

 

(B)  As security for the obligations of the Chargor under Article 3 of the Share Subscription Agreement, the Chargor has agreed to charge, inter alia, its interest in certain of the shares beneficially owned by the
Chargor in Concord Medical Services Holdings Limited, a company incorporated under the laws of the Cayman Islands (the “Company”).

 

(C)  The Company is authorised to issue 5,000,000 shares of a par value of US$0.01 each of which 4,500,000 shares are designated as ordinary shares (the “Ordinary Shares”), 200,000 are series A redeemable
convertible preferred shares (the “Series A Shares”) and 300,000 are Series B Shares. 109,736 Ordinary Shares have been issued to and fully paid by, and are beneficially owned by and registered in the name
of, the Chargor.

 

(D)  Pursuant to Section 7.07(b) of the Share Subscription Agreement, the Chargor shall execute this Charge in favour of the Chargees and the same is executed by the Chargor in consideration of the Chargees
agreeing to enter into the Share Subscription Agreement and for other good and valuable consideration (the sufficiency of which the Chargor hereby acknowledges).

 



 

NOW THIS CHARGE WITNESSES as follows:

1  INTERPRETATION
 

1.1  In this Charge, unless the context otherwise requires, the following words and expressions shall have the following meanings:
   
“Aggregate Ownership”  has the meaning specified in the Shareholders’ Agreement;
   
“Business Day”  has the meaning specified in the Share Subscription Agreement;
   
“Charge”  means this share charge;
   
“Charged Property”

 

means all of the Charged Shares and all dividends or other distributions, interest and other moneys paid or payable after the date hereof in
connection therewith and all interests in and all rights accruing at any time to or in respect of all or any of the Charged Shares and all and
any other property that may at any time be received or receivable by or otherwise distributed to the Chargor in respect of or in
substitution for, or in addition to, or in exchange for, or on account of, any of the foregoing, including, without limitation, any shares or
other securities resulting from the division, consolidation, change, conversion or reclassification of any of the Charged Shares, or the
reorganization or amalgamation of the Company with any other body corporate, or the occurrence of any event which results in the
substitution or exchange of the Charged Shares;

   
“Charged Shares”  means 21,948 Ordinary Shares of the Company registered in the name of the Chargor as legal and beneficial owner thereof;
   
“Closing Date”  has the meaning specified in the Share Subscription Agreement;
   
“Controlling Shareholders”  has the meaning specified in the Share Subscription Agreement;
   
“Event of Default”  means the failure by the Chargor to satisfy the Secured Obligations with respect to the Chargees or any of them;
   
“Fully Diluted”  has the meaning specified in the Share Subscription Agreement;
   
“Group Company”  has the meaning specified in the Share Subscription Agreement;

 



 

   
“Ordinary Shares”  ordinary shares of par value US$0.01 each of the Company;
   
“Parties”  means the parties to this Charge collectively; “Party” means any one of them;
   
“Pre-Closing Offshore Acquisition”  has the meaning specified in Clause 3.1.1;
   
“Secured Obligations”  means the obligations of the Chargor to deliver Ordinary Shares to the Chargees or any of them as specified in Clause 3.1;
   
“Security Interest”  means any charge, mortgage, pledge, lien, security interest or other encumbrance;
   
“Security Period”

 

means the period commencing on the date of execution of this Charge and terminating upon the earliest to occur of (i) November 10,
2014, (ii) the date on which Aggregate Ownership of Ordinary Shares by each Chargee is less than 20% of such Chargee’s Initial
Ownership (as defined in the Shareholders’ Agreement) of Ordinary Shares and (iii) the date on which a Singapore law firm delivers a
legal opinion to the Chargees, in form and substance satisfactory to each Chargee, with respect to the issuance of Ordinary Shares to
certain Controlling Shareholder Holding Companies (as defined in the Share Subscription Agreement) in August 2008;

   
“Shareholders’ Agreement”

 
means the Amended and Restated Shareholders’ Agreement dated October 20, 2008 by and among the Company, the Chargor, the
Chargees and other parties specified therein; and

   
“Third-Party Transferee”  has the meaning specified in Clause 3.1.1.

1.2  In this Charge unless the context otherwise requires:

 1.2.1  references to statutory provisions shall be construed as references to those provisions as amended or re-enacted or as their application is modified by other provisions from time to time and shall include
references to any provisions of which they are re-enactments (whether with or without modification);

 

 1.2.2  references to clauses and schedules are references to clauses hereof and schedules hereto; references to sub-clauses or paragraphs are, unless otherwise stated, references to sub-clauses of the clauses
hereof or paragraphs of the schedule in which the reference appears;

 

 1.2.3  references to the singular shall include the plural and vice versa and references to the masculine shall include the feminine and/or neuter and vice versa; and

 



 

 1.2.4  references to persons shall include companies, partnerships, associations and bodies of persons, whether incorporated or unincorporated;
 

 1.2.5  references to assets include property, rights and assets of every description;
 

 1.2.6  references to any document are to be construed as references to such document as amended or supplemented from time to time; and
 

 1.2.7  the rights, interests and obligations of the Chargees hereunder are joint and are exercisable by the Chargees collectively.

2  CHARGOR’S REPRESENTATIONS AND WARRANTIES

The Chargor hereby represents and warrants to the Chargees that:

2.1  the authorised share capital of the Company consists of the shares described in Recital (C) hereof and such shares are beneficially owned and registered as described in the said recital;
 

2.2  the Chargor is a company duly organised, validly existing and in good standing under the laws of the British Virgin Islands;
 

2.3  entry into this Charge by the Chargor and enforcement hereof by the Chargees will not contravene the terms of any agreement to which the Chargor is bound or to which the Charged Shares are subject or the
memorandum and articles of association of the Company;

 

2.4  the Chargor is the legal and beneficial owner of all of the Charged Property free from any Security Interest (other than those created by this Charge) and any options or rights of pre-emption and the Charged
Shares are fully paid up and are not and will not be liable to any future call, assessment or demand of any sort;

 

2.5  the Charged Shares are duly authorised, validly issued and fully paid;
 

2.6  no moneys or liabilities are outstanding or payable with respect to the Charged Shares;
 

2.7  the Chargor has full power and authority (i) to be the legal and beneficial owner of the Charged Property, (ii) to execute and deliver this Charge and (iii) to comply with the provisions of, and perform all its
obligations under, this Charge;

 

2.8  this Charge creates those Security Interests it purports to create and is not liable to be avoided or otherwise set aside on liquidation, administration or otherwise;
 

2.9  this Charge constitutes the Chargor’s legal, valid and binding obligations enforceable against the Chargor in accordance with its terms except as such enforcement may be limited by any relevant bankruptcy,
insolvency, administration or similar laws affecting creditors’ rights generally;

 

2.10  the entry into and performance by the Chargor of this Charge does not violate (i) any law or regulation of any governmental or official authority, or (ii) any agreement, contract or

 



 

 other undertaking to which the Chargor is a party or which is binding upon the Chargor or any of its assets;
 

2.11  other than registration of this Charge in the register of charges of the Chargor in accordance with the requirements of the BVI Business Companies Act, 2004, no authorisation, approval or other action by, and
no notice to or filing with, any governmental authority or regulatory body is required for either the grant by the Chargor of the Security Interests purported to be created in favour of the Chargee under this
Charge; or the exercise by the Chargee of any rights or remedies in respect of the Charged Property (whether or not specifically granted or created under this Charge);

 

2.12  all consents, licences, approvals and authorisations required in connection with the entry into, performance, validity and enforceability of this Charge have been obtained and are in full force and effect;
 

2.13  the Chargor has taken all corporate and other action required to approve its execution, delivery and performance of this Charge; and
 

2.14  the Company is not a land holding corporation for the purposes of the Land Holding Companies Share Transfer Tax Law of the Cayman Islands.

3  CHARGOR’S COVENANTS

The Chargor hereby covenants with the Chargees:

3.1 to discharge all obligations and liabilities specified in Section 10.02(c)(vii) of the Share Subscription Agreement at the following times and in the following manner:

 3.1.1  if any Group Company is required to issue a number of Ordinary Shares to any person (a “Third-Party Transferee”) pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute
or litigation in connection with any acquisition by any Group Company of any person (other than persons established under the Laws of the PRC) which has been consummated prior to the Closing
Date (any “Pre-Closing Offshore Acquisition”) and the Controlling Shareholders, severally and jointly, fail to transfer such number of Ordinary Shares to such Third-Party Transferee in lieu of and on
behalf of such Group Company at the per share price and on the date set forth in such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, on the
Business Day immediately following such date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the aggregate number of Ordinary Shares required to be transferred to
such Third-Party Transferee pursuant to such judgment or settlement multiplied by (y) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment
date and the denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis;

 

 3.1.2  if any Group Company is required to make any payment in cash to any person pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute or litigation in connection with any
Pre-Closing Offshore Acquisition and the Controlling Shareholders, severally and jointly, fail to make such payment in lieu of and on behalf of such Group Company by the payment time set forth in

 



 

   such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, within 10 Business Days following such payment date, transfer free of charge a number of
Ordinary Shares to each Chargee equal to (x) the amount of such payment in US dollars (based on the “noon buying rate” for purchases of any currency other than US dollars on such payment date
published by the Federal Reserve Bank of New York) divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis on such payment date as determined by the
Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be reached within 5 Business Days following such payment date, determined by an independent
appraiser satisfactory to the Chargees within 10 Business Days following such payment date multiplied by (z) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such
Chargee on such payment date and the denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis; and

 

 3.1.3  if any Group Company incurs or suffers any damages arising out of any claim, dispute or litigation in connection with any Pre-Closing Offshore Acquisition, other than those damages described in
Clauses 3.1.1 and 3.1.2, and the Controlling Shareholders, severally and jointly, fail to indemnify the Company pursuant to Section 10.02(c)(vii) of the Share Subscription Agreement by the date of
such incurrence or suffering, the Chargor shall, severally and jointly with other Controlling Shareholders, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the amount of
such damages expressed in US dollars divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis calculated as set forth above in Clause 3.1.2 multiplied by (z) a ratio,
the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such date and the denominator of which is the outstanding number of Ordinary Shares on such date,
calculated on a Fully-Diluted basis, in each case of sub-clause (x) and (y) as determined by the Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be
reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within 10 Business Days following such date;

  the obligations in Clauses 3.1.1, 3.1.2 and 3.1.3 collectively, the “Secured Obligations”.
 

3.2  that the Chargor will on demand of the Chargees and at the expense of the Chargor, execute and deliver to the Chargees or to such person or persons as the Chargees may nominate such additional charge or
charges of the Charged Property (or any part thereof) for the purpose of further securing the payment and discharge of all Secured Obligations, each such additional charge to be in such form as the Chargees
may reasonably require;

 

3.3  that the Chargor shall, on request of the Chargees, provide to the Chargees immediately on receipt by the Chargor a copy of all notices, written consents, reports, accounts, circulars and other communications
issued by the Company or by any third party in respect of the Charged Shares;

 

3.4  that the Chargor will not without the prior written consent of the Chargees:

 



 

 3.4.1  permit any person other than the Chargor, the Chargees or any transferee nominated by the Chargees on enforcement of this Charge to be the registered holder of any of the Charged Shares;
 

 3.4.2  permit any variation of the rights attaching to the Charged Shares;
 

 3.4.3  take or permit any action which might result in an increase or reduction in the authorised share capital of the Company or the number of shares that the Company is authorised to issue or the issued
share or share capital of the Company;

 

 3.4.4  permit the Company to be continued to another jurisdiction outside of the Cayman Islands;
 

 3.4.5  effect or permit the appointment of any new or further directors or officers of the Company;
 

 3.4.6  permit any scheme of arrangement, merger, amalgamation or other reorganisation applicable to the Company; or
 

 3.4.7  save in accordance with Clause 8.2, permit any amendment to the memorandum or articles of association of the Company without prior written consent of the Chargees.

4  SECURITY
 

4.1  In consideration of the Chargees agreeing to enter into the Share Subscription Agreement and as a continuing security for the Secured Obligations, the Chargor as legal and beneficial owner hereby assigns and
agrees to assign to the Chargees jointly all benefits present and future, actual and contingent accruing in respect of the Charged Property and all the Chargor’s right, title and interest to and in the Charged
Property including (without limitation) all voting and other consensual powers pertaining to the Charged Shares and hereby charges and agrees to charge in favour of the Chargees jointly all of its interest in the
Charged Property by way of a first fixed charge.

 

4.2  The Chargor hereby agrees to deliver, or cause to be delivered, to the Chargees on the date hereof:

 4.2.1  duly executed undated share transfers in respect of the Charged Shares in favour of the Chargees or their nominees in the form set out in Schedule I;
 

 4.2.2  an executed undated irrevocable proxy made in respect of the Charged Shares in favour of the Chargees in respect of all general meetings of the Company in the form set out in Schedule II;
 

 4.2.3  all original share certificates representing, and all other documents, title or evidence of, ownership in relation to the Charged Shares;
 

 4.2.4  signed, but undated resolutions of the board of directors of the Company in the form set out in Schedule III; and

 



 

 4.2.5  an executed undertaking from the Company to register transfers of the Charged Shares to the Chargees or their nominees in the form set out in Schedule IV dated as of the date hereof (the
“Undertaking”).

4.3  The Chargees shall be entitled to:

 4.3.1  continue to hold any document delivered to them pursuant to Clauses 4.2.1 through 4.2.5 above until the Charged Shares are released from this Charge and if, for any reason, they release any such
document to the Chargor before such time, they may by notice to the Chargor require that such document be redelivered to them and the Chargor shall promptly comply with that requirement or procure
that it is complied with; and

 

 4.3.2  at any time after the Security Interest has become enforceable as provided in Clause 7, subject to the limitation set out in Clause 7.1, complete any document delivered to them pursuant to Clauses
4.2.1 through 4.2.5 above in favour of, and register any Charged Share in the names of the Chargees or such other person as they shall select, and the Chargor shall promptly take or procure the taking
by all such other persons (including, without limitation, the secretary of the Company) any other action and execute and deliver to the Chargees any other document (in form and substance reasonably
satisfactory to each Chargee) which may be reasonably requested by the Chargees in order to enable the Chargees or such other person as they shall select to be registered as the owner of, or otherwise
obtain legal title to, any Charged Share; this includes procuring that:

 (A)  those share transfers are duly registered in the shareholder register of the Company; and
 

 (B)  share certificates in the name of the Chargees or such other person as they shall select are delivered to the Chargees.

4.4  The Chargor will deliver, or cause to be delivered, to the Chargees immediately upon the issue of any further Charged Shares, the items listed in Clauses 4.2.1 through 4.2.5 (if the documents already provided
are not sufficient to cover the further Charged Shares) in respect of all such further Charged Shares.

 

4.5  The Chargor hereby covenants that during the Security Period it will remain the legal and the beneficial owner of the Charged Property (subject only to the Security Interests hereby created) and that it will not:

 4.5.1  create or suffer the creation of any Security Interests (other than those created by this Charge) on or in respect of the whole of any part of the Charged Property or any of its interest therein; or
 

 4.5.2  sell, assign, transfer or otherwise dispose of any of its interest in the Charged Property (other than with respect to the dividend or distribution payments described in Clause 5.1.2); or

 



 

 4.5.3  do or cause or permit to be done anything which may in any way affect, depreciate, jeopardize or otherwise prejudice the market value of the Charged Shares or its rights with respect thereto;
 

 4.5.4  vote in respect of the Charged Shares or receive any dividends or other distributions paid by the Company in respect of the Charged Shares,
 

 in any such case without the prior consent in writing of the Chargees.

4.6  During the Security Period, the Chargor shall remain liable to perform all the obligations assumed by it in relation to the Charged Property and the Chargees shall be under no obligation of any kind whatsoever
in respect thereof or be under any liability whatsoever in the event of any failure by the Chargor to perform its obligations in respect thereof.

 

4.7  Upon the Chargees being satisfied that the Secured Obligations have been unconditionally and irrevocably paid and discharged in full or upon the expiry of the Security Period, and following a written request
therefor from the Chargor, the Chargees will, subject to being indemnified to each of their respective reasonable satisfaction for the costs and expenses incurred by the Chargees in connection therewith, release
the Charged Shares (if any as the case may be) and security constituted by this Charge.

5  DEALINGS WITH CHARGED PROPERTY
 

5.1  Unless and until an Event of Default has occurred:

 5.1.1  the Chargor shall be entitled to exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof for all purposes not inconsistent with the terms of this Charge;
 

 5.1.2  the Chargor shall be entitled to receive and retain any dividends, interest or other moneys or assets accruing on or in respect of the Charged Property or any part thereof; and
 

 5.1.3  the Chargor shall be entitled to receive all notices pertaining to the Charged Shares.

5.2  The Chargor shall pay all calls, instalments or other payments, and shall discharge all other obligations, which may become due in respect of any of the Charged Property and in an Event of Default, the
Chargees may, if they think fit, make such payments or discharge such obligations on behalf of the Chargor. Any sums so paid by the Chargees in respect thereof shall be repayable on demand and, pending such
repayment, shall constitute part of the Secured Obligations.

 

5.3  The Chargees shall not have any duty to ensure that any dividends, interest or other moneys and assets receivable in respect of the Charged Property are duly and punctually paid, received or collected as and
when the same become due and payable or to ensure that the correct amounts (if any) are paid or received on or in respect of the Charged Property or to ensure the taking up of any (or any offer of any) stocks,
shares, rights, moneys or other property paid, distributed, accruing or offered at any time by way of

 



 

  redemption bonus, rights, preference, or otherwise on or in respect of, any of the Charged Property.
 

5.4  The Chargor hereby authorises the Chargees to arrange at any time and from time to time (whether before or after the occurrence of an Event of Default) for the Charged Property or any part thereof to be
registered in the name of the Chargees (or their nominees) thereupon to be held as so registered subject to the terms of this Charge.

 

6  PRESERVATION OF SECURITY
 

6.1  It is hereby agreed and declared that:

 6.1.1  the security created by this Charge shall be held by the Chargees as a continuing security for the payment and discharge of the Secured Obligations and the security so created shall not be satisfied by
any intermediate payment or satisfaction of any part of the Secured Obligations;

 

 6.1.2  the Chargees shall not be bound to enforce any other security before enforcing the security created by this Charge;
 

 6.1.3  no delay or omission on the part of the Chargees in exercising any right, power or remedy under this Charge shall impair such right, power or remedy or be construed as a waiver thereof nor shall any
single or partial exercise of any such right, power or remedy preclude any further exercise thereof or the exercise of any other right, power or remedy. The rights, powers and remedies herein provided
are cumulative and not exclusive of any rights, powers and remedies provided by law and may be exercised from time to time and as often as the Chargees may deem expedient; and

 

 6.1.4  any waiver by the Chargees of any terms of this Charge shall only be effective if given in writing and then only for the purpose and upon the terms for which it is given.

6.2  Any settlement or discharge under this Charge between the Chargees and the Chargor shall be conditional upon no security or payment to the Chargees by the Company or the Chargor or any other person being
avoided or set-aside or ordered to be refunded or reduced or if the aforesaid security or payment to the Chargees is adversely affected by virtue of any provision or enactment relating to bankruptcy, insolvency,
administration or liquidation for the time being in force and, if such condition is not satisfied, the liability of the Chargor under this Charge shall be reinstated or continue and the Chargees shall be entitled to
recover from the Chargor on demand the value of such security or the amount of any such payment as if such settlement or discharge had not occurred.

 

6.3  The rights of the Chargees under this Charge and the Security Interest hereby constituted shall not be affected by any act, omission, matter or thing which, but for this provision, might operate to impair, affect or
discharge such rights and security, in whole or in part, including without limitation, and whether or not known to or discoverable by the Company, the Chargor, the Chargees or any other person:

 6.3.1  any time or waiver granted to or composition with the Company or any other person;

 



 

 6.3.2  the taking, variation, compromise, renewal or release of or refusal or neglect to perfect or enforce any rights, remedies or securities against the Company or any other person;
 

 6.3.3  any legal limitation, disability, incapacity or other circumstances relating to the Company or any other person;
 

 6.3.4  any amendment or supplement to the Share Subscription Agreement or any other document or security;
 

 6.3.5  the dissolution, liquidation, amalgamation, reconstruction or reorganisation of the Company or any other person;
 

 6.3.6  the unenforceability, invalidity or frustration of any obligations of the Company or any other person under the Share Subscription Agreement or any other document or security; or
 

 6.3.7  any non-observance of any formality or other requirements in respect of any other instrument or any failure to realise the full value of any other security.

6.4  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargor shall not by
virtue of any payment made hereunder on account of the Secured Obligations or by virtue of any enforcement by the Chargees of their rights under, or the security constituted by, this Charge or by virtue of any
relationship between or transaction involving, the Chargor and the Company (whether such relationship or transaction shall constitute the Chargor a creditor of the Company, a guarantor of the obligations of the
Company or a party subrogated to the rights of others against the Company or otherwise howsoever and whether or not such relationship or transaction shall be related to, or in connection with, the subject
matter of this Charge):

 6.4.1  exercise any rights of subrogation in relation to any rights, security or moneys held or received or receivable by the Chargees or any person;
 

 6.4.2  exercise any right of contribution from any co-surety liable in respect of the Second Obligation under any other guarantee, security or agreement;
 

 6.4.3  exercise any right of set-off or counterclaim against the Chargees, the Company or any such co-surety;
 

 6.4.4  receive, claim or have the benefit of any payment, distribution, security or indemnity from the Company or any such co-surety; or
 

 6.4.5  unless so directed by the Chargees (when the Chargor will prove in accordance with such directions), claim as a creditor of the Company or any such co-surety in competition with the Chargees.

  The Chargor shall hold in trust for the Chargees and forthwith pay or transfer (as appropriate) to the Chargees any such payment (including an amount equal to any such set-off), distribution (other than such
dividend or distribution payments described in

 



 

  Clause 5.1.2) or benefit of such security, indemnity or claim in fact received by the Chargor.
 

6.5  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargees may at any
time keep in a separate account or accounts (without liability to pay interest thereon) in the name of the Chargees for as long as they may think fit, any moneys received, recovered or realised under this Charge
or under any other guarantee, security or agreement relating in whole or in part to the Secured Obligations without being under any intermediate obligation to apply the same or any part thereof in or towards the
discharge of such amount.

 

7  ENFORCEMENT OF SECURITY
 

7.1  Upon the occurrence of an Event of Default or a demand being made by the Chargees for the satisfaction of the Secured Obligations with respect to the Chargees or any of them, the Security Interest hereby
constituted shall become immediately enforceable by the Chargees and the Chargees may, at any time, without further notice to or consultation with or consent of the Chargor:

 7.1.1  solely and exclusively exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof and may exercise such powers in such manner as the Chargees may think fit;
 

 7.1.2  receive and retain all dividends, interest, distributions or other moneys or assets accruing on or in respect of the Charged Property or any part thereof, and any such dividends, interest, distributions or
other moneys or assets received by the Chargor after such time shall be held in trust by the Chargor for the Chargees and paid or transferred to the Chargees on demand;

 

 7.1.3  if the Chargees elect to, sell, transfer, grant options over or otherwise dispose of the Charged Property or any part thereof at such place and in such manner and at such price or prices as the Chargees
may deem fit;

 

 7.1.4  complete the undated blank share transfer forms delivered to the Chargees pursuant to Clause 4.2.1 by dating the same and inserting their names or the names of their nominees as transferees;
 

 7.1.5  complete the undated resolutions of the board of directors of the Company delivered to the Chargees pursuant to Clause 4.2.4 by dating the same and inserting the names of the transferees and the
number of Ordinary Shares to be transferred; and/or

 

 7.1.6  complete the undated irrevocable proxy delivered to the Chargees pursuant to Clause 4.2.2 by dating the same and inserting the names and addresses of all Chargees or the names and addresses of their
respective nominees;

  PROVIDED THAT notwithstanding any other provision of this Charge, the Chargees may only exercise their rights under Clauses 7.1.5 and 7.1.6 in respect of such number of Charged Shares not exceeding
the aggregate number of Ordinary Shares that the Chargor has failed to transfer (the “Default Shares”) to the Chargees or any of them under Clause

 



 

 3.1 in satisfaction of the Secured Obligations with respect to all and/or any of the Chargees.

7.2  The Chargees shall not be obliged to make any enquiry as to the nature or sufficiency of any payment received by them under this Charge or to make any claim or to take any action to collect any moneys
assigned by this Charge or to enforce any rights or benefits assigned to the Chargees by this Charge or to which the Chargees may at any time be entitled hereunder.

 

7.3  Upon any sale by the Chargees of the Charged Property or any part thereof by the Chargees, the purchaser shall not be bound to see or enquire whether the Chargees’ power of sale has become exercisable in the
manner provided in this Charge and the sale shall be deemed to be within the power of the Chargees, and the receipt of the Chargees for the purchase money shall effectively discharge the purchaser who shall
not be concerned with the manner of application of the proceeds of sale or be in any way answerable therefor.

 

7.4  Neither the Chargees nor their agents, managers, officers, employees, delegates or advisers shall be liable for any claim, demand, liability, loss, damage, cost or expense incurred or arising in connection with the
exercise or purported exercise of any rights, powers and discretions hereunder in the absence of fraud or dishonesty.

 

7.5  The Chargees shall not by reason of the taking of possession of the whole or any part of the Charged Property or any part thereof be liable to account as mortgagee-in-possession or for anything except actual
receipts or be liable for any loss upon realisation or for any default or omission for which a mortgagee-in-possession might be liable.

 

8  FURTHER ASSURANCES
 

8.1  The Chargor shall execute and do all such assurances, acts and things as the Chargees in their absolute discretion may require for:

 8.1.1  creating, perfecting, protecting or ensuring the priority of the Security Interest hereby created (or intended to be created);
 

 8.1.2  preserving or protecting any of the rights of the Chargees under this Charge;
 

 8.1.3  ensuring that the security constituted by this Charge and the covenants and obligations of the Chargor under this Charge shall inure to the benefit of any assignee of the Chargees;
 

 8.1.4  facilitating the appropriation or realisation of the Charged Property or any part thereof; or
 

 8.1.5  exercising any power, authority or discretion vested in the Chargees under this Charge,

  in any such case forthwith upon demand by the Chargees and at the expense of the Chargor.

 



 

8.2  Without limitation to the generality of Clause 8.1, the Chargor covenants with the Chargees that it will on demand of the Chargees procure any amendment to the memorandum and articles of association of the
Company necessary or, in the opinion of the Chargees desirable, in order to give effect to the terms of this Charge or any documents or transactions provided for herein.

 

9  INDEMNITIES
 

9.1  The Chargor will indemnify and save harmless the Chargees and each agent or attorney appointed under or pursuant to this Charge from and against any and all expenses, claims, liabilities, losses, taxes, costs,
duties, fees and charges properly and reasonably suffered, incurred or made by the Chargees or such agent or attorney:

 9.1.1  in the exercise or purported exercise of any rights, powers or discretions vested in them pursuant to this Charge;
 

 9.1.2  in the preservation or enforcement of the Chargees’ rights under this Charge or the priority thereof;
 

 9.1.3  on the release of any part of the Charged Property from the security created by this Charge; or
 

 9.1.4  as a result, directly or indirectly of any breach by the Chargor of any covenant or other obligation under this Charge.

  and the Chargees or such agent or attorney may retain and pay all sums in respect of the same out of money received under the powers conferred by this Charge. All amounts recoverable by the Chargees or
such agent or attorney or any of them shall be recoverable on a full indemnity basis.

 

9.2  If, under any applicable law or regulation, and whether pursuant to a judgment being made or registered against the Chargor or the bankruptcy or liquidation of the Chargor or for any other reason any payment
under or in connection with this Charge is made or falls to be satisfied in a currency (the “Payment Currency”) other than the currency in which such payment is due under or in connection with this Charge (the
“Contractual Currency”), then to the extent that the amount of such payment actually received by the Chargees when converted into the Contractual Currency at the rate of exchange, falls short of the amount
due under or in connection with this Charge, the Chargor, as a separate and independent obligation, shall indemnify and hold harmless the Chargees against the amount of such shortfall. For the purposes of this
clause, “rate of exchange” means the rate at which the Chargees is able on or about the date of such payment to purchase the Contractual Currency with the Payment Currency and shall take into account any
premium and other costs of exchange with respect thereto.

 

10  POWER OF ATTORNEY
 

10.1  The Chargor, by way of security and in order more fully to secure the performance of its obligations hereunder, pursuant to the Power of Attorney Law (1996 Revision) hereby irrevocably appoints each of the
Chargees and the persons deriving title under it jointly and also severally to be its attorney:

 



 

 10.1.1  to execute and complete in favour of the Chargees or its nominees or of any purchaser any documents which the Chargees may from time to time require for perfecting their title to or for vesting any of
the assets and property hereby charged or assigned to the Chargees or their nominees or in any purchaser and to give effectual discharges for payments;

 

 10.1.2  to take and institute on non-payment (if the Chargees in their sole discretion so decide) all steps and proceedings in the name of the Chargor or of the Chargees for the recovery of such moneys, property
and assets hereby charged and to agree accounts;

 

 10.1.3  to make allowances and give time or other indulgence to any surety or other person liable;
 

 10.1.4  otherwise generally to act for it and in its name and on its behalf; and
 

 10.1.5  to sign, execute, seal and deliver and otherwise perfect and do any such legal assignments and other assurances, charges, authorities and documents over the moneys, property and assets hereby charged,
and all such deeds, instruments, acts and things (including, without limitation, those referred to in Clause 8) which may be required for the full exercise of all or any of the powers conferred or which
may be deemed proper on or in connection with any of the purposes aforesaid.

10.2  The power hereby conferred shall be a general power of attorney and the Chargor hereby ratifies and confirms and agrees to ratify and confirm any instrument, act or thing which any such attorney may execute
or do. In relation to the power referred to herein, the exercise by any of the Chargees of such power shall be conclusive evidence of its right to exercise the same.

 

11  EXPENSES
 

11.1  The Chargor shall pay to the Chargees on demand all costs, fees and expenses (including but not limited to legal fees and expenses) and taxes thereon incurred by the Chargees or for which the Chargees may
become liable in connection with:

 11.1.1  the negotiation, preparation and execution of this Charge;
 

 11.1.2  the preserving or enforcing of, or attempting to preserve or enforce, any of its rights under this Charge or the priority hereof;
 

 11.1.3  any variation of, or amendment or supplement to, any of the terms of this Charge; and/or
 

 11.1.4  any consent or waiver required from the Chargees in relation to this Charge,

and in any case referred to in Clauses 11.1.3 and 11.1.4 regardless of whether the same is actually implemented, completed or granted, as the case may be.

 



 

11.2  The Chargor shall pay promptly any stamp, documentary and other like duties and taxes to which this Charge may be subject or give rise and shall indemnify the Chargees on demand against any and all
liabilities with respect to or resulting from any delay or omission on the part of the Chargor to pay any such duties or taxes.

 

12  NOTICES

Any notice required to be given hereunder shall be in writing in the English language and shall be served by sending the same by prepaid recorded post, facsimile or by delivering the same by hand to the address of the
Party or Parties in question as set out below (or such other address as such Party or Parties shall notify the other Parties of in accordance with this clause). Any notice sent by post as provided in this clause shall be
deemed to have been served five Business Days after despatch and any notice sent by facsimile as provided in this clause shall be deemed to have been served at the time of despatch and in proving the service of the
same it will be sufficient to prove in the case of a letter that such letter was properly stamped, addressed and placed in the post; and in the case of a facsimile that such facsimile was duly despatched to a current
facsimile number of the addressee.

Chargor
CZY Investments Limited
P.O. Box 957
Offshore Incorporations Centre
Road Town, Tortola
British Virgin Islands
Attention: Mr. Zheng Cheng

Chargees:
If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Fax: 86-10-6505-3796
Attention: Ms. Shirley Chen

If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Fax: 86-10-8529-9877
Attention: Mr. Feng Xiao

With a copy to:

 



 

Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Mr. Show-Mao Chen, Esq.

If to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel: 852-2905-1166
Fax: 852-2905-1555
Attention: Ms. Elaine Zong

With a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel: 86-10-6535-5500
Fax: 86-10-6505-5522
Attention: Mr. Peter X. Huang

13  ASSIGNMENTS
 

13.1  This Charge shall be binding upon and shall inure to the benefit of the Chargor and the Chargees and each of their respective successors and (subject as hereinafter provided) assigns and references in this
Charge to any of them shall be construed accordingly.

 

13.2  The Chargor may not assign or transfer all or any part of its rights and/or obligations under this Charge.
 

13.3  The Chargees may not assign or transfer all or any part of its rights or obligations under this Charge to any assignee or transferee without the consent of the Chargor, such consent not to be unreasonably
withheld, provided that no such consent shall be required if an Event of Default affecting the Chargor has occurred and is continuing. The Chargees shall notify the Chargor promptly following any such
assignment or transfer.

 



 

14  MISCELLANEOUS
 

14.1  The Chargees, at any time and from time to time, may delegate by power of attorney or in any other manner to any person or persons all or any of the powers, authorities and discretions which are for the time
being exercisable by the Chargees under this Charge in relation to the Charged Property or any part thereof. Any such delegation may be made upon such terms and be subject to such regulations as the
Chargees may think fit. The Chargees shall not be in any way liable or responsible to the Chargor for any loss or damage arising from any act, default, omission or misconduct on the part of any such delegate
provided the Chargees has acted reasonably in selecting such delegate.

 

14.2  If any of the clauses, conditions, covenants or restrictions of this Charge or any deed or document emanating from it shall be found to be void but would be valid if some part thereof were deleted or modified,
then such clause, condition, covenant or restriction shall apply with such deletion or modification as may be necessary to make it valid and effective.

 

14.3  This Charge (together with any documents referred to herein) constitutes the whole agreement between the Parties relating to its subject matter and no variations hereof shall be effective unless made in writing
and signed by each of the Parties.

 

14.4  The headings in this Charge are inserted for convenience only and shall not affect the construction of this Charge.
 

14.5  This Charge may be executed in counterparts each of which when executed and delivered shall constitute an original but all such counterparts together shall constitute one and the same instrument.
 

14.6  To the maximum extent permitted under applicable laws, the Chargor hereby waives any immunity under the laws applicable to the Chargor, whether characterised as sovereign immunity or otherwise, from any
legal proceedings to enforce this Charge in respect of itself or its property.

15  LAW AND JURISDICTION

This Charge shall be governed by and construed in accordance with the laws of the Cayman Islands and the Parties hereby irrevocably submit to the non-exclusive jurisdiction of the courts of Hong Kong, provided that
nothing in this clause shall affect the rights of the Chargees to serve process in any manner permitted by law or limit the rights of the Chargees to take proceedings with respect to this Charge against the Chargor in any
jurisdiction nor shall the taking of proceedings with respect to this Charge in any jurisdiction preclude the Chargees from taking proceedings with respect to this Charge in any other jurisdiction, whether concurrently or
not.
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IN WITNESS whereof the parties hereto have caused this Charge to be duly executed as a Deed the day and year first before written.
       
The Common Seal of  )     
CZY INVESTMENTS LIMITED  )     
was hereunto affixed in the  )     
presence of:  )     
   
By: /s/ Cheng Zheng
  

 

  Name: Cheng Zheng
  Title: Director
   
By: /s/ Shi Bo Tao
  

 

  Name: Shi Bo Tao
  (Witness)
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Executed as a deed by  )     
For and on behalf of  )     
CICC SUN COMPANY LIMITED  )     
in the presence of:-  )     
   
By: /s/ Shirley Chen 
  

 

  Name: Shirley Chen
  Title: Director
   
By: /s/ Xin, Jie 
  

 

  Name: Xin, Jie
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Executed as a deed by  )     
For and on behalf of  )     
CARLYLE ASIA GROWTH PARTNERS III, L.P.  )     
in the presence of:-  )     

By: CAGP General Partner, L.P., as its General Partner

By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
   
By: /s/ Daniel A. D’Aniello 
  

 

  Name: Daniel A. D’Aniello
  Title: Director
       
Executed as a deed by  )     
For and on behalf of  )     
CAGP III CO-INVESTMENT, L.P.  )     
in the presence of:-  )     

BY: CAGP General Partner, L.P., as its General Partner

BY: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
   
By: /s/ Daniel A. D’Aniello 
  

 

  Name: Daniel A. D’Aniello
  Title: Director

[Signature Page to CZY 2nd Share Charge]

 



 

       
Executed as a deed by  )     
For and on behalf of  )     
STARR INVESTMENTS CAYMAN II, INC.  )     
in the presence of:-  )     
   
By: /s/ Michael Horvath 
  

 

  Name: Michael Horvath
  Title: Director
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Exhibit 4.11

Dated this 10th day of November, 2008

BY :

Daketala International Investment Holdings Ltd.

IN FAVOUR OF:

CICC Sun Company Limited

Carlyle Asia Growth Partners III, L.P.

CAGP III Co-Investment, L.P.

Starr Investments Cayman II, Inc.

 

SHARE CHARGE

 

Conyers Dill & Pearman
Barristers & Attorneys

Cayman Islands

 



 

THIS SHARE CHARGE is made on the 10th day of November, 2008

BY:

(1)  Daketala International Investment Holdings Ltd., a company incorporated under the laws of the British Virgin Islands (the “Chargor”);

IN FAVOUR OF:

(2)  CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(3)  Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(4)  CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, and together with CAGP, “Carlyle”);
 

(5)  Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, and together with CICC and Carlyle, the “Chargees”).

WHEREAS:

(A)  By a share subscription agreement dated October 10, 2008, as amended on October 20, 2008 (the “Share Subscription Agreement”) made between, inter alia, the Chargor, the Chargees, the Company (as defined
below) and other parties specified therein, the Chargees subscribed for series B redeemable convertible preferred shares of par value US$0.01 each of the Company (the “Series B Shares”) on the terms and
conditions therein set out.

 

(B)  As security for the obligations of the Chargor under Article 3 of the Share Subscription Agreement, the Chargor has agreed to charge, inter alia, its interest in certain of the shares beneficially owned by the
Chargor in Concord Medical Services Holdings Limited, a company incorporated under the laws of the Cayman Islands (the “Company”).

 

(C)  The Company is authorised to issue 5,000,000 shares of a par value of US$0.01 each of which 4,500,000 shares are designated as ordinary shares (the “Ordinary Shares”), 200,000 are series A redeemable
convertible preferred shares (the “Series A Shares”) and 300,000 are Series B Shares. 84,530 Ordinary Shares have been issued to and fully paid by, and are beneficially owned by and registered in the name of,
the Chargor.

 

(D)  Pursuant to Section 7.07(b) of the Share Subscription Agreement, the Chargor shall execute this Charge in favour of the Chargees and the same is executed by the Chargor in consideration of the Chargees
agreeing to enter into the Share Subscription Agreement and for other good and valuable consideration (the sufficiency of which the Chargor hereby acknowledges).

 



 

NOW THIS CHARGE WITNESSES as follows:

1  INTERPRETATION
 

1.1  In this Charge, unless the context otherwise requires, the following words and expressions shall have the following meanings:
   
“Aggregate Ownership”  has the meaning specified in the Shareholders’ Agreement;
   
“Business Day”  has the meaning specified in the Share Subscription Agreement;
   
“Charge”  means this share charge;
   
“Charged Property”

 

means all of the Charged Shares and all dividends or other distributions, interest and other moneys paid or payable after the date hereof in connection therewith
and all interests in and all rights accruing at any time to or in respect of all or any of the Charged Shares and all and any other property that may at any time be
received or receivable by or otherwise distributed to the Chargor in respect of or in substitution for, or in addition to, or in exchange for, or on account of, any of
the foregoing, including, without limitation, any shares or other securities resulting from the division, consolidation, change, conversion or reclassification of any
of the Charged Shares, or the reorganization or amalgamation of the Company with any other body corporate, or the occurrence of any event which results in the
substitution or exchange of the Charged Shares;

   
“Charged Shares”  means 16,906 Ordinary Shares of the Company registered in the name of the Chargor as legal and beneficial owner thereof;
   
“Closing Date”  has the meaning specified in the Share Subscription Agreement;
   
“Controlling Shareholders”  has the meaning specified in the Share Subscription Agreement;
   
“Event of Default”  means the failure by the Chargor to satisfy the Secured Obligations with respect to the Chargees or any of them;
   
“Fully Diluted”  has the meaning specified in the Share Subscription Agreement;
   
“Group Company”  has the meaning specified in the Share Subscription Agreement;

 



 

   
“Ordinary Shares”  ordinary shares of par value US$0.01 each of the Company;
   
“Parties”  means the parties to this Charge collectively; “Party” means any one of them;
   
“Pre-Closing Offshore Acquisition”  has the meaning specified in Clause 3.1.1;
   
“Secured Obligations”  means the obligations of the Chargor to deliver Ordinary Shares to the Chargees or any of them as specified in Clause 3.1;
   
“Security Interest”  means any charge, mortgage, pledge, lien, security interest or other encumbrance;
   
“Security Period”

 

means the period commencing on the date of execution of this Charge and terminating upon the earliest to occur of (i) November 10, 2014, (ii) the date on which
Aggregate Ownership of Ordinary Shares by each Chargee is less than 20% of such Chargee’s Initial Ownership (as defined in the Shareholders’ Agreement) of
Ordinary Shares and (iii) the date on which a Singapore law firm delivers a legal opinion to the Chargees, in form and substance satisfactory to each Chargee,
with respect to the issuance of Ordinary Shares to certain Controlling Shareholder Holding Companies (as defined in the Share Subscription Agreement) in
August 2008;

   
“Shareholders’ Agreement”

 
means the Amended and Restated Shareholders’ Agreement dated October 20, 2008 by and among the Company, the Chargor, the Chargees and other parties
specified therein; and

   
“Third-Party Transferee”  has the meaning specified in Clause 3.1.1.

1.2  In this Charge unless the context otherwise requires:

 1.2.1  references to statutory provisions shall be construed as references to those provisions as amended or re-enacted or as their application is modified by other provisions from time to time and shall include
references to any provisions of which they are re-enactments (whether with or without modification);

 

 1.2.2  references to clauses and schedules are references to clauses hereof and schedules hereto; references to sub-clauses or paragraphs are, unless otherwise stated, references to sub-clauses of the clauses
hereof or paragraphs of the schedule in which the reference appears;

 



 

 1.2.3  references to the singular shall include the plural and vice versa and references to the masculine shall include the feminine and/or neuter and vice versa; and
 

 1.2.4  references to persons shall include companies, partnerships, associations and bodies of persons, whether incorporated or unincorporated;
 

 1.2.5  references to assets include property, rights and assets of every description;
 

 1.2.6  references to any document are to be construed as references to such document as amended or supplemented from time to time; and
 

 1.2.7  the rights, interests and obligations of the Chargees hereunder are joint and are exercisable by the Chargees collectively.

2  CHARGOR’S REPRESENTATIONS AND WARRANTIES

The Chargor hereby represents and warrants to the Chargees that:

2.1  the authorised share capital of the Company consists of the shares described in Recital (C) hereof and such shares are beneficially owned and registered as described in the said recital;
 

2.2  the Chargor is a company duly organised, validly existing and in good standing under the laws of the British Virgin Islands;
 

2.3  entry into this Charge by the Chargor and enforcement hereof by the Chargees will not contravene the terms of any agreement to which the Chargor is bound or to which the Charged Shares are subject or the
memorandum and articles of association of the Company;

 

2.4  the Chargor is the legal and beneficial owner of all of the Charged Property free from any Security Interest (other than those created by this Charge) and any options or rights of pre-emption and the Charged
Shares are fully paid up and are not and will not be liable to any future call, assessment or demand of any sort;

 

2.5  the Charged Shares are duly authorised, validly issued and fully paid;
 

2.6  no moneys or liabilities are outstanding or payable with respect to the Charged Shares;
 

2.7  the Chargor has full power and authority (i) to be the legal and beneficial owner of the Charged Property, (ii) to execute and deliver this Charge and (iii) to comply with the provisions of, and perform all its
obligations under, this Charge;

 

2.8  this Charge creates those Security Interests it purports to create and is not liable to be avoided or otherwise set aside on liquidation, administration or otherwise;
 

2.9  this Charge constitutes the Chargor’s legal, valid and binding obligations enforceable against the Chargor in accordance with its terms except as such enforcement may be limited by any relevant bankruptcy,
insolvency, administration or similar laws affecting creditors’ rights generally;

 



 

2.10  the entry into and performance by the Chargor of this Charge does not violate (i) any law or regulation of any governmental or official authority, or (ii) any agreement, contract or other undertaking to which the
Chargor is a party or which is binding upon the Chargor or any of its assets;

 

2.11  other than registration of this Charge in the register of charges of the Chargor in accordance with the requirements of the BVI Business Companies Act, 2004, no authorisation, approval or other action by, and
no notice to or filing with, any governmental authority or regulatory body is required for either the grant by the Chargor of the Security Interests purported to be created in favour of the Chargee under this
Charge; or the exercise by the Chargee of any rights or remedies in respect of the Charged Property (whether or not specifically granted or created under this Charge);

 

2.12  all consents, licences, approvals and authorisations required in connection with the entry into, performance, validity and enforceability of this Charge have been obtained and are in full force and effect;
 

2.13  the Chargor has taken all corporate and other action required to approve its execution, delivery and performance of this Charge; and
 

2.14  the Company is not a land holding corporation for the purposes of the Land Holding Companies Share Transfer Tax Law of the Cayman Islands.
 

3  CHARGOR’S COVENANTS

The Chargor hereby covenants with the Chargees:

3.1  to discharge all obligations and liabilities specified in Section 10.02(c)(vii) of the Share Subscription Agreement at the following times and in the following manner:

 3.1.1  if any Group Company is required to issue a number of Ordinary Shares to any person (a “Third-Party Transferee”) pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute
or litigation in connection with any acquisition by any Group Company of any person (other than persons established under the Laws of the PRC) which has been consummated prior to the Closing
Date (any “Pre-Closing Offshore Acquisition”) and the Controlling Shareholders, severally and jointly, fail to transfer such number of Ordinary Shares to such Third-Party Transferee in lieu of and on
behalf of such Group Company at the per share price and on the date set forth in such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, on the
Business Day immediately following such date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the aggregate number of Ordinary Shares required to be transferred to
such Third-Party Transferee pursuant to such judgment or settlement multiplied by (y) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment
date and the denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis;

 

 3.1.2  if any Group Company is required to make any payment in cash to any person pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute or litigation in connection with any
Pre-Closing Offshore Acquisition and

 



 

   the Controlling Shareholders, severally and jointly, fail to make such payment in lieu of and on behalf of such Group Company by the payment time set forth in such judgment or settlement, the
Chargor shall, severally and jointly with other Controlling Shareholders, within 10 Business Days following such payment date, transfer free of charge a number of Ordinary Shares to each Chargee
equal to (x) the amount of such payment in US dollars (based on the “noon buying rate” for purchases of any currency other than US dollars on such payment date published by the Federal Reserve
Bank of New York) divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis on such payment date as determined by the Controlling Shareholders and the Chargees
by mutual agreement or if such mutual agreement cannot be reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within
10 Business Days following such payment date multiplied by (z) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment date and the
denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis; and

 3.1.3  if any Group Company incurs or suffers any damages arising out of any claim, dispute or litigation in connection with any Pre-Closing Offshore Acquisition, other than those damages described in
Clauses 3.1.1 and 3.1.2, and the Controlling Shareholders, severally and jointly, fail to indemnify the Company pursuant to Section 10.02(c)(vii) of the Share Subscription Agreement by the date of
such incurrence or suffering, the Chargor shall, severally and jointly with other Controlling Shareholders, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the amount of
such damages expressed in US dollars divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis calculated as set forth above in Clause 3.1.2 multiplied by (z) a ratio,
the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such date and the denominator of which is the outstanding number of Ordinary Shares on such date,
calculated on a Fully-Diluted basis, in each case of sub-clause (x) and (y) as determined by the Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be
reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within 10 Business Days following such date;

  the obligations in Clauses 3.1.1, 3.1.2 and 3.1.3 collectively, the “Secured Obligations”.
 

3.2  that the Chargor will on demand of the Chargees and at the expense of the Chargor, execute and deliver to the Chargees or to such person or persons as the Chargees may nominate such additional charge or
charges of the Charged Property (or any part thereof) for the purpose of further securing the payment and discharge of all Secured Obligations, each such additional charge to be in such form as the Chargees
may reasonably require;

 

3.3  that the Chargor shall, on request of the Chargees, provide to the Chargees immediately on receipt by the Chargor a copy of all notices, written consents, reports, accounts, circulars and other communications
issued by the Company or by any third party in respect of the Charged Shares;

 

3.4  that the Chargor will not without the prior written consent of the Chargees:

 



 

 3.4.1  permit any person other than the Chargor, the Chargees or any transferee nominated by the Chargees on enforcement of this Charge to be the registered holder of any of the Charged Shares;
 

 3.4.2  permit any variation of the rights attaching to the Charged Shares;
 

 3.4.3  take or permit any action which might result in an increase or reduction in the authorised share capital of the Company or the number of shares that the Company is authorised to issue or the issued
share or share capital of the Company;

 

 3.4.4  permit the Company to be continued to another jurisdiction outside of the Cayman Islands;
 

 3.4.5  effect or permit the appointment of any new or further directors or officers of the Company;
 

 3.4.6  permit any scheme of arrangement, merger, amalgamation or other reorganisation applicable to the Company; or
 

 3.4.7  save in accordance with Clause 8.2, permit any amendment to the memorandum or articles of association of the Company without prior written consent of the Chargees.

4  SECURITY
 

4.1  In consideration of the Chargees agreeing to enter into the Share Subscription Agreement and as a continuing security for the Secured Obligations, the Chargor as legal and beneficial owner hereby assigns and
agrees to assign to the Chargees jointly all benefits present and future, actual and contingent accruing in respect of the Charged Property and all the Chargor’s right, title and interest to and in the Charged
Property including (without limitation) all voting and other consensual powers pertaining to the Charged Shares and hereby charges and agrees to charge in favour of the Chargees jointly all of its interest in the
Charged Property by way of a first fixed charge.

 

4.2  The Chargor hereby agrees to deliver, or cause to be delivered, to the Chargees on the date hereof:

 4.2.1  duly executed undated share transfers in respect of the Charged Shares in favour of the Chargees or their nominees in the form set out in Schedule I;
 

 4.2.2  an executed undated irrevocable proxy made in respect of the Charged Shares in favour of the Chargees in respect of all general meetings of the Company in the form set out in Schedule II;
 

 4.2.3  all original share certificates representing, and all other documents, title or evidence of, ownership in relation to the Charged Shares;
 

 4.2.4  signed, but undated resolutions of the board of directors of the Company in the form set out in Schedule III; and

 



 

 4.2.5  an executed undertaking from the Company to register transfers of the Charged Shares to the Chargees or their nominees in the form set out in Schedule IV dated as of the date hereof (the
“Undertaking”).

4.3  The Chargees shall be entitled to:

 4.3.1  continue to hold any document delivered to them pursuant to Clauses 4.2.1 through 4.2.5 above until the Charged Shares are released from this Charge and if, for any reason, they release any such
document to the Chargor before such time, they may by notice to the Chargor require that such document be redelivered to them and the Chargor shall promptly comply with that requirement or procure
that it is complied with; and

 

 4.3.2  at any time after the Security Interest has become enforceable as provided in Clause 7, subject to the limitation set out in Clause 7.1, complete any document delivered to them pursuant to Clauses
4.2.1 through 4.2.5 above in favour of, and register any Charged Share in the names of the Chargees or such other person as they shall select, and the Chargor shall promptly take or procure the taking
by all such other persons (including, without limitation, the secretary of the Company) any other action and execute and deliver to the Chargees any other document (in form and substance reasonably
satisfactory to each Chargee) which may be reasonably requested by the Chargees in order to enable the Chargees or such other person as they shall select to be registered as the owner of, or otherwise
obtain legal title to, any Charged Share; this includes procuring that:

 (A)  those share transfers are duly registered in the shareholder register of the Company; and
 

 (B)  share certificates in the name of the Chargees or such other person as they shall select are delivered to the Chargees.

4.4  The Chargor will deliver, or cause to be delivered, to the Chargees immediately upon the issue of any further Charged Shares, the items listed in Clauses 4.2.1 through 4.2.5 (if the documents already provided
are not sufficient to cover the further Charged Shares) in respect of all such further Charged Shares.

 

4.5  The Chargor hereby covenants that during the Security Period it will remain the legal and the beneficial owner of the Charged Property (subject only to the Security Interests hereby created) and that it will not:

 4.5.1  create or suffer the creation of any Security Interests (other than those created by this Charge) on or in respect of the whole of any part of the Charged Property or any of its interest therein; or
 

 4.5.2  sell, assign, transfer or otherwise dispose of any of its interest in the Charged Property (other than with respect to the dividend or distribution payments described in Clause 5.1.2); or

 



 

 4.5.3  do or cause or permit to be done anything which may in any way affect, depreciate, jeopardize or otherwise prejudice the market value of the Charged Shares or its rights with respect thereto;
 

 4.5.4  vote in respect of the Charged Shares or receive any dividends or other distributions paid by the Company in respect of the Charged Shares,

  in any such case without the prior consent in writing of the Chargees.
 

4.6  During the Security Period, the Chargor shall remain liable to perform all the obligations assumed by it in relation to the Charged Property and the Chargees shall be under no obligation of any kind whatsoever
in respect thereof or be under any liability whatsoever in the event of any failure by the Chargor to perform its obligations in respect thereof.

 

4.7  Upon the Chargees being satisfied that the Secured Obligations have been unconditionally and irrevocably paid and discharged in full or upon the expiry of the Security Period, and following a written request
therefor from the Chargor, the Chargees will, subject to being indemnified to each of their respective reasonable satisfaction for the costs and expenses incurred by the Chargees in connection therewith, release
the Charged Shares (if any as the case may be) and security constituted by this Charge.

 

5  DEALINGS WITH CHARGED PROPERTY
 

5.1  Unless and until an Event of Default has occurred:

 5.1.1  the Chargor shall be entitled to exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof for all purposes not inconsistent with the terms of this Charge;
 

 5.1.2  the Chargor shall be entitled to receive and retain any dividends, interest or other moneys or assets accruing on or in respect of the Charged Property or any part thereof; and
 

 5.1.3  the Chargor shall be entitled to receive all notices pertaining to the Charged Shares.

5.2  The Chargor shall pay all calls, instalments or other payments, and shall discharge all other obligations, which may become due in respect of any of the Charged Property and in an Event of Default, the
Chargees may, if they think fit, make such payments or discharge such obligations on behalf of the Chargor. Any sums so paid by the Chargees in respect thereof shall be repayable on demand and, pending such
repayment, shall constitute part of the Secured Obligations.

 

5.3  The Chargees shall not have any duty to ensure that any dividends, interest or other moneys and assets receivable in respect of the Charged Property are duly and punctually paid, received or collected as and
when the same become due and payable or to ensure that the correct amounts (if any) are paid or received on or in respect of the Charged Property or to ensure the taking up of any (or any offer of any) stocks,
shares, rights, moneys or other property paid, distributed, accruing or offered at any time by way of

 



 

  redemption bonus, rights, preference, or otherwise on or in respect of, any of the Charged Property.

5.4  The Chargor hereby authorises the Chargees to arrange at any time and from time to time (whether before or after the occurrence of an Event of Default) for the Charged Property or any part thereof to be
registered in the name of the Chargees (or their nominees) thereupon to be held as so registered subject to the terms of this Charge.

 

6  PRESERVATION OF SECURITY
 

6.1  It is hereby agreed and declared that:

 6.1.1  the security created by this Charge shall be held by the Chargees as a continuing security for the payment and discharge of the Secured Obligations and the security so created shall not be satisfied by
any intermediate payment or satisfaction of any part of the Secured Obligations;

 

 6.1.2  the Chargees shall not be bound to enforce any other security before enforcing the security created by this Charge;
 

 6.1.3  no delay or omission on the part of the Chargees in exercising any right, power or remedy under this Charge shall impair such right, power or remedy or be construed as a waiver thereof nor shall any
single or partial exercise of any such right, power or remedy preclude any further exercise thereof or the exercise of any other right, power or remedy. The rights, powers and remedies herein provided
are cumulative and not exclusive of any rights, powers and remedies provided by law and may be exercised from time to time and as often as the Chargees may deem expedient; and

 

 6.1.4  any waiver by the Chargees of any terms of this Charge shall only be effective if given in writing and then only for the purpose and upon the terms for which it is given.

6.2  Any settlement or discharge under this Charge between the Chargees and the Chargor shall be conditional upon no security or payment to the Chargees by the Company or the Chargor or any other person being
avoided or set-aside or ordered to be refunded or reduced or if the aforesaid security or payment to the Chargees is adversely affected by virtue of any provision or enactment relating to bankruptcy, insolvency,
administration or liquidation for the time being in force and, if such condition is not satisfied, the liability of the Chargor under this Charge shall be reinstated or continue and the Chargees shall be entitled to
recover from the Chargor on demand the value of such security or the amount of any such payment as if such settlement or discharge had not occurred.

 

6.3  The rights of the Chargees under this Charge and the Security Interest hereby constituted shall not be affected by any act, omission, matter or thing which, but for this provision, might operate to impair, affect or
discharge such rights and security, in whole or in part, including without limitation, and whether or not known to or discoverable by the Company, the Chargor, the Chargees or any other person:

 6.3.1  any time or waiver granted to or composition with the Company or any other person;

 



 

 6.3.2  the taking, variation, compromise, renewal or release of or refusal or neglect to perfect or enforce any rights, remedies or securities against the Company or any other person;
 

 6.3.3  any legal limitation, disability, incapacity or other circumstances relating to the Company or any other person;
 

 6.3.4  any amendment or supplement to the Share Subscription Agreement or any other document or security;
 

 6.3.5  the dissolution, liquidation, amalgamation, reconstruction or reorganisation of the Company or any other person;
 

 6.3.6  the unenforceability, invalidity or frustration of any obligations of the Company or any other person under the Share Subscription Agreement or any other document or security; or
 

 6.3.7  any non-observance of any formality or other requirements in respect of any other instrument or any failure to realise the full value of any other security.

6.4  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargor shall not by
virtue of any payment made hereunder on account of the Secured Obligations or by virtue of any enforcement by the Chargees of their rights under, or the security constituted by, this Charge or by virtue of any
relationship between or transaction involving, the Chargor and the Company (whether such relationship or transaction shall constitute the Chargor a creditor of the Company, a guarantor of the obligations of the
Company or a party subrogated to the rights of others against the Company or otherwise howsoever and whether or not such relationship or transaction shall be related to, or in connection with, the subject
matter of this Charge):

 6.4.1  exercise any rights of subrogation in relation to any rights, security or moneys held or received or receivable by the Chargees or any person;
 

 6.4.2  exercise any right of contribution from any co-surety liable in respect of the Second Obligation under any other guarantee, security or agreement;
 

 6.4.3  exercise any right of set-off or counterclaim against the Chargees, the Company or any such co-surety;
 

 6.4.4  receive, claim or have the benefit of any payment, distribution, security or indemnity from the Company or any such co-surety; or
 

 6.4.5  unless so directed by the Chargees (when the Chargor will prove in accordance with such directions), claim as a creditor of the Company or any such co-surety in competition with the Chargees.

The Chargor shall hold in trust for the Chargees and forthwith pay or transfer (as appropriate) to the Chargees any such payment (including an amount equal to any such set-off), distribution (other than such
dividend or distribution payments described in

 



 

Clause 5.1.2) or benefit of such security, indemnity or claim in fact received by the Chargor.

6.5  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargees may at any
time keep in a separate account or accounts (without liability to pay interest thereon) in the name of the Chargees for as long as they may think fit, any moneys received, recovered or realised under this Charge
or under any other guarantee, security or agreement relating in whole or in part to the Secured Obligations without being under any intermediate obligation to apply the same or any part thereof in or towards the
discharge of such amount.

 

7  ENFORCEMENT OF SECURITY
 

7.1  Upon the occurrence of an Event of Default or a demand being made by the Chargees for the satisfaction of the Secured Obligations with respect to the Chargees or any of them, the Security Interest hereby
constituted shall become immediately enforceable by the Chargees and the Chargees may, at any time, without further notice to or consultation with or consent of the Chargor:

 7.1.1  solely and exclusively exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof and may exercise such powers in such manner as the Chargees may think fit;
 

 7.1.2  receive and retain all dividends, interest, distributions or other moneys or assets accruing on or in respect of the Charged Property or any part thereof, and any such dividends, interest, distributions or
other moneys or assets received by the Chargor after such time shall be held in trust by the Chargor for the Chargees and paid or transferred to the Chargees on demand;

 

 7.1.3  if the Chargees elect to, sell, transfer, grant options over or otherwise dispose of the Charged Property or any part thereof at such place and in such manner and at such price or prices as the Chargees
may deem fit;

 

 7.1.4  complete the undated blank share transfer forms delivered to the Chargees pursuant to Clause 4.2.1 by dating the same and inserting their names or the names of their nominees as transferees;
 

 7.1.5  complete the undated resolutions of the board of directors of the Company delivered to the Chargees pursuant to Clause 4.2.4 by dating the same and inserting the names of the transferees and the
number of Ordinary Shares to be transferred; and/or

 

 7.1.6  complete the undated irrevocable proxy delivered to the Chargees pursuant to Clause 4.2.2 by dating the same and inserting the names and addresses of all Chargees or the names and addresses of their
respective nominees;

PROVIDED THAT notwithstanding any other provision of this Charge, the Chargees may only exercise their rights under Clauses 7.1.5 and 7.1.6 in respect of such number of Charged Shares not exceeding
the aggregate number of Ordinary Shares that the Chargor has failed to transfer (the “Default Shares”) to the Chargees or any of them under Clause

 



 

3.1 in satisfaction of the Secured Obligations with respect to all and/or any of the Chargees.

7.2  The Chargees shall not be obliged to make any enquiry as to the nature or sufficiency of any payment received by them under this Charge or to make any claim or to take any action to collect any moneys
assigned by this Charge or to enforce any rights or benefits assigned to the Chargees by this Charge or to which the Chargees may at any time be entitled hereunder.

 

7.3  Upon any sale by the Chargees of the Charged Property or any part thereof by the Chargees, the purchaser shall not be bound to see or enquire whether the Chargees’ power of sale has become exercisable in the
manner provided in this Charge and the sale shall be deemed to be within the power of the Chargees, and the receipt of the Chargees for the purchase money shall effectively discharge the purchaser who shall
not be concerned with the manner of application of the proceeds of sale or be in any way answerable therefor.

 

7.4  Neither the Chargees nor their agents, managers, officers, employees, delegates or advisers shall be liable for any claim, demand, liability, loss, damage, cost or expense incurred or arising in connection with the
exercise or purported exercise of any rights, powers and discretions hereunder in the absence of fraud or dishonesty.

 

7.5  The Chargees shall not by reason of the taking of possession of the whole or any part of the Charged Property or any part thereof be liable to account as mortgagee-in-possession or for anything except actual
receipts or be liable for any loss upon realisation or for any default or omission for which a mortgagee-in-possession might be liable.

 

8  FURTHER ASSURANCES
 

8.1  The Chargor shall execute and do all such assurances, acts and things as the Chargees in their absolute discretion may require for:

 8.1.1  creating, perfecting, protecting or ensuring the priority of the Security Interest hereby created (or intended to be created);
 

 8.1.2  preserving or protecting any of the rights of the Chargees under this Charge;
 

 8.1.3  ensuring that the security constituted by this Charge and the covenants and obligations of the Chargor under this Charge shall inure to the benefit of any assignee of the Chargees;
 

 8.1.4  facilitating the appropriation or realisation of the Charged Property or any part thereof; or
 

 8.1.5  exercising any power, authority or discretion vested in the Chargees under this Charge,

in any such case forthwith upon demand by the Chargees and at the expense of the Chargor.

 



 

8.2  Without limitation to the generality of Clause 8.1, the Chargor covenants with the Chargees that it will on demand of the Chargees procure any amendment to the memorandum and articles of association of the
Company necessary or, in the opinion of the Chargees desirable, in order to give effect to the terms of this Charge or any documents or transactions provided for herein.

 

9  INDEMNITIES
 

9.1  The Chargor will indemnify and save harmless the Chargees and each agent or attorney appointed under or pursuant to this Charge from and against any and all expenses, claims, liabilities, losses, taxes, costs,
duties, fees and charges properly and reasonably suffered, incurred or made by the Chargees or such agent or attorney:

 9.1.1  in the exercise or purported exercise of any rights, powers or discretions vested in them pursuant to this Charge;
 

 9.1.2  in the preservation or enforcement of the Chargees’ rights under this Charge or the priority thereof;
 

 9.1.3  on the release of any part of the Charged Property from the security created by this Charge; or
 

 9.1.4  as a result, directly or indirectly of any breach by the Chargor of any covenant or other obligation under this Charge.

  and the Chargees or such agent or attorney may retain and pay all sums in respect of the same out of money received under the powers conferred by this Charge. All amounts recoverable by the Chargees or
such agent or attorney or any of them shall be recoverable on a full indemnity basis.

 

9.2  If, under any applicable law or regulation, and whether pursuant to a judgment being made or registered against the Chargor or the bankruptcy or liquidation of the Chargor or for any other reason any payment
under or in connection with this Charge is made or falls to be satisfied in a currency (the “Payment Currency”) other than the currency in which such payment is due under or in connection with this Charge (the
“Contractual Currency”), then to the extent that the amount of such payment actually received by the Chargees when converted into the Contractual Currency at the rate of exchange, falls short of the amount
due under or in connection with this Charge, the Chargor, as a separate and independent obligation, shall indemnify and hold harmless the Chargees against the amount of such shortfall. For the purposes of this
clause, “rate of exchange” means the rate at which the Chargees is able on or about the date of such payment to purchase the Contractual Currency with the Payment Currency and shall take into account any
premium and other costs of exchange with respect thereto.

 

10  POWER OF ATTORNEY
 

10.1  The Chargor, by way of security and in order more fully to secure the performance of its obligations hereunder, pursuant to the Power of Attorney Law (1996 Revision) hereby irrevocably appoints each of the
Chargees and the persons deriving title under it jointly and also severally to be its attorney:

 



 

 10.1.1  to execute and complete in favour of the Chargees or its nominees or of any purchaser any documents which the Chargees may from time to time require for perfecting their title to or for vesting any of
the assets and property hereby charged or assigned to the Chargees or their nominees or in any purchaser and to give effectual discharges for payments;

 

 10.1.2  to take and institute on non-payment (if the Chargees in their sole discretion so decide) all steps and proceedings in the name of the Chargor or of the Chargees for the recovery of such moneys, property
and assets hereby charged and to agree accounts;

 

 10.1.3  to make allowances and give time or other indulgence to any surety or other person liable;
 

 10.1.4  otherwise generally to act for it and in its name and on its behalf; and
 

 10.1.5  to sign, execute, seal and deliver and otherwise perfect and do any such legal assignments and other assurances, charges, authorities and documents over the moneys, property and assets hereby charged,
and all such deeds, instruments, acts and things (including, without limitation, those referred to in Clause 8) which may be required for the full exercise of all or any of the powers conferred or which
may be deemed proper on or in connection with any of the purposes aforesaid.

10.2  The power hereby conferred shall be a general power of attorney and the Chargor hereby ratifies and confirms and agrees to ratify and confirm any instrument, act or thing which any such attorney may execute
or do. In relation to the power referred to herein, the exercise by any of the Chargees of such power shall be conclusive evidence of its right to exercise the same.

 

11  EXPENSES
 

11.1  The Chargor shall pay to the Chargees on demand all costs, fees and expenses (including but not limited to legal fees and expenses) and taxes thereon incurred by the Chargees or for which the Chargees may
become liable in connection with:

 11.1.1  the negotiation, preparation and execution of this Charge;
 

 11.1.2  the preserving or enforcing of, or attempting to preserve or enforce, any of its rights under this Charge or the priority hereof;
 

 11.1.3  any variation of, or amendment or supplement to, any of the terms of this Charge; and/or
 

 11.1.4  any consent or waiver required from the Chargees in relation to this Charge,

and in any case referred to in Clauses 11.1.3 and 11.1.4 regardless of whether the same is actually implemented, completed or granted, as the case may be.

 



 

11.2  The Chargor shall pay promptly any stamp, documentary and other like duties and taxes to which this Charge may be subject or give rise and shall indemnify the Chargees on demand against any and all
liabilities with respect to or resulting from any delay or omission on the part of the Chargor to pay any such duties or taxes.

 

12  NOTICES

Any notice required to be given hereunder shall be in writing in the English language and shall be served by sending the same by prepaid recorded post, facsimile or by delivering the same by hand to the address of the
Party or Parties in question as set out below (or such other address as such Party or Parties shall notify the other Parties of in accordance with this clause). Any notice sent by post as provided in this clause shall be
deemed to have been served five Business Days after despatch and any notice sent by facsimile as provided in this clause shall be deemed to have been served at the time of despatch and in proving the service of the
same it will be sufficient to prove in the case of a letter that such letter was properly stamped, addressed and placed in the post; and in the case of a facsimile that such facsimile was duly despatched to a current
facsimile number of the addressee.

Chargor
Daketala International Investment Holdings Ltd.
P.O. Box 957
Offshore Incorporations Centre
Road Town, Tortola
British Virgin Islands
Attention: Mr. Jianyu Yang

Chargees:
If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Fax: 86-10-6505-3796
Attention: Ms. Shirley Chen

If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Fax: 86-10-8529-9877
Attention: Mr. Feng Xiao

With a copy to:

 



 

Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Mr. Show-Mao Chen, Esq.

If to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel: 852-2905-1166
Fax: 852-2905-1555
Attention: Ms. Elaine Zong

With a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel: 86-10-6535-5500
Fax: 86-10-6505-5522
Attention: Mr. Peter X. Huang

13  ASSIGNMENTS
 

13.1  This Charge shall be binding upon and shall inure to the benefit of the Chargor and the Chargees and each of their respective successors and (subject as hereinafter provided) assigns and references in this
Charge to any of them shall be construed accordingly.

 

13.2  The Chargor may not assign or transfer all or any part of its rights and/or obligations under this Charge.
 

13.3  The Chargees may not assign or transfer all or any part of its rights or obligations under this Charge to any assignee or transferee without the consent of the Chargor, such consent not to be unreasonably
withheld, provided that no such consent shall be required if an Event of Default affecting the Chargor has occurred and is continuing. The Chargees shall notify the Chargor promptly following any such
assignment or transfer.

 



 

14  MISCELLANEOUS
 

14.1  The Chargees, at any time and from time to time, may delegate by power of attorney or in any other manner to any person or persons all or any of the powers, authorities and discretions which are for the time
being exercisable by the Chargees under this Charge in relation to the Charged Property or any part thereof. Any such delegation may be made upon such terms and be subject to such regulations as the
Chargees may think fit. The Chargees shall not be in any way liable or responsible to the Chargor for any loss or damage arising from any act, default, omission or misconduct on the part of any such delegate
provided the Chargees has acted reasonably in selecting such delegate.

 

14.2  If any of the clauses, conditions, covenants or restrictions of this Charge or any deed or document emanating from it shall be found to be void but would be valid if some part thereof were deleted or modified,
then such clause, condition, covenant or restriction shall apply with such deletion or modification as may be necessary to make it valid and effective.

 

14.3  This Charge (together with any documents referred to herein) constitutes the whole agreement between the Parties relating to its subject matter and no variations hereof shall be effective unless made in writing
and signed by each of the Parties.

 

14.4  The headings in this Charge are inserted for convenience only and shall not affect the construction of this Charge.
 

14.5  This Charge may be executed in counterparts each of which when executed and delivered shall constitute an original but all such counterparts together shall constitute one and the same instrument.
 

14.6  To the maximum extent permitted under applicable laws, the Chargor hereby waives any immunity under the laws applicable to the Chargor, whether characterised as sovereign immunity or otherwise, from any
legal proceedings to enforce this Charge in respect of itself or its property.

 

15  LAW AND JURISDICTION

This Charge shall be governed by and construed in accordance with the laws of the Cayman Islands and the Parties hereby irrevocably submit to the non-exclusive jurisdiction of the courts of Hong Kong, provided that
nothing in this clause shall affect the rights of the Chargees to serve process in any manner permitted by law or limit the rights of the Chargees to take proceedings with respect to this Charge against the Chargor in any
jurisdiction nor shall the taking of proceedings with respect to this Charge in any jurisdiction preclude the Chargees from taking proceedings with respect to this Charge in any other jurisdiction, whether concurrently or
not.
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IN WITNESS whereof the parties hereto have caused this Charge to be duly executed as a Deed the day and year first before written.
   
The Common Seal of  )
DAKETALA INTERNATIONAL INVESTMENT HOLDINGS LTD.  )
was hereunto affixed in the  )
presence of:  )
   
By: /s/ Yang Jianyu
  

 

  Name: Yang Jianyu
  Title: Director
   
By: /s/ Shi Bo Tao
  

 

  Name: Shi Bo Tao
  (Witness)
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Executed as a deed by  )     
For and on behalf of  )     
CICC SUN COMPANY LIMITED  )     
in the presence of:-  )     
   
By: /s/ Shirley Chen 
  

 

  Name: Shirley Chen
  Title: Director
   
By: /s/ Xin, Jie 
  

 

  Name: Xin, Jie
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Executed as a deed by  )     
For and on behalf of  )     
CARLYLE ASIA GROWTH PARTNERS III, L.P.  )     
in the presence of:-  )     

By: CAGP General Partner, L.P., as its General Partner

By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
   
By: /s/ Daniel A. D’Aniello 
  

 

  Name: Daniel A. D’Aniello
  Title: Director
       
Executed as a deed by  )     
For and on behalf of  )     
CAGP III CO-INVESTMENT, L.P.  )     
in the presence of:-  )     

BY: CAGP General Partner, L.P., as its General Partner

BY: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
   
By: /s/ Daniel A. D’Aniello 
  

 

  Name: Daniel A. D’Aniello
  Title: Director
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Executed as a deed by  )     
For and on behalf of  )     
STARR INVESTMENTS CAYMAN II, INC.  )     
in the presence of:-  )     
   
By: /s/ Michael Horvath
  

 

  Name: Michael Horvath
  Title: Director
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Exhibit 4.12

Dated this 10th day of November, 2008

BY:

Dragon Image Investment Ltd.

IN FAVOUR OF:

CICC Sun Company Limited

Carlyle Asia Growth Partners III, L.P.

CAGP III Co-Investment, L.P.

Starr Investments Cayman II, Inc.

 

SHARE CHARGE

 

Conyers Dill & Pearman
Barristers & Attorneys

Cayman Islands

 



 

THIS SHARE CHARGE is made on the 10th day of November, 2008

BY:

(1)  Dragon Image Investment Ltd., a company incorporated under the laws of the British Virgin Islands (the “Chargor”);

IN FAVOUR OF:

(2)  CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(3)  Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(4)  CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, and together with CAGP, “Carlyle”);
 

(5)  Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, and together with CICC and Carlyle, the “Chargees”).

WHEREAS:

(A)  By a share subscription agreement dated October 10, 2008, as amended on October 20, 2008 (the “Share Subscription Agreement”) made between, inter alia, the Chargor, the Chargees, the Company (as defined
below) and other parties specified therein, the Chargees subscribed for series B redeemable convertible preferred shares of par value US$0.01 each of the Company (the “Series B Shares”) on the terms and
conditions therein set out.

 

(B)  As security for the obligations of the Chargor under Article 3 of the Share Subscription Agreement, the Chargor has agreed to charge, inter alia, its interest in certain of the shares beneficially owned by the
Chargor in Concord Medical Services Holdings Limited, a company incorporated under the laws of the Cayman Islands (the “Company”).

 

(C)  The Company is authorised to issue 5,000,000 shares of a par value of US$0.01 each of which 4,500,000 shares are designated as ordinary shares (the “Ordinary Shares”), 200,000 are series A redeemable
convertible preferred shares (the “Series A Shares”) and 300,000 are Series B Shares. 54,024 Ordinary Shares have been issued to and fully paid by, and are beneficially owned by and registered in the name of,
the Chargor.

 

(D)  Pursuant to Section 7.07(b) of the Share Subscription Agreement, the Chargor shall execute this Charge in favour of the Chargees and the same is executed by the Chargor in consideration of the Chargees
agreeing to enter into the Share Subscription Agreement and for other good and valuable consideration (the sufficiency of which the Chargor hereby acknowledges).

 



 

NOW THIS CHARGE WITNESSES as follows:

1  INTERPRETATION

1.1  In this Charge, unless the context otherwise requires, the following words and expressions shall have the following meanings:
   
“Aggregate Ownership”  has the meaning specified in the Shareholders’ Agreement;
   
“Business Day”  has the meaning specified in the Share Subscription Agreement;
   
“Charge”  means this share charge;
   
“Charged Property”

 

means all of the Charged Shares and all dividends or other distributions, interest and other moneys paid or payable after the date hereof in connection therewith and
all interests in and all rights accruing at any time to or in respect of all or any of the Charged Shares and all and any other property that may at any time be received
or receivable by or otherwise distributed to the Chargor in respect of or in substitution for, or in addition to, or in exchange for, or on account of, any of the
foregoing, including, without limitation, any shares or other securities resulting from the division, consolidation, change, conversion or reclassification of any of
the Charged Shares, or the reorganization or amalgamation of the Company with any other body corporate, or the occurrence of any event which results in the
substitution or exchange of the Charged Shares;

   
“Charged Shares”  means 10,805 Ordinary Shares of the Company registered in the name of the Chargor as legal and beneficial owner thereof;
   
“Closing Date”  has the meaning specified in the Share Subscription Agreement;
   
“Controlling Shareholders”  has the meaning specified in the Share Subscription Agreement;
   
“Event of Default”  means the failure by the Chargor to satisfy the Secured Obligations with respect to the Chargees or any of them;
   
“Fully Diluted”  has the meaning specified in the Share Subscription Agreement;
   
“Group Company”  has the meaning specified in the Share Subscription Agreement;

 



 

   
“Ordinary Shares”  ordinary shares of par value US$0.01 each of the Company;
   
“Parties”  means the parties to this Charge collectively; “Party” means any one of them;
   
“Pre-Closing Offshore 
Acquisition”  

has the meaning specified in Clause 3.1.1;

   
“Secured Obligations”  means the obligations of the Chargor to deliver Ordinary Shares to the Chargees or any of them as specified in Clause 3.1;
   
“Security Interest”  means any charge, mortgage, pledge, lien, security interest or other encumbrance;
   
“Security Period”

 

means the period commencing on the date of execution of this Charge and terminating upon the earliest to occur of (i) November 10, 2014, (ii) the date on which
Aggregate Ownership of Ordinary Shares by each Chargee is less than 20% of such Chargee’s Initial Ownership (as defined in the Shareholders’ Agreement) of
Ordinary Shares and (iii) the date on which a Singapore law firm delivers a legal opinion to the Chargees, in form and substance satisfactory to each Chargee, with
respect to the issuance of Ordinary Shares to certain Controlling Shareholder Holding Companies (as defined in the Share Subscription Agreement) in
August 2008;

   
“Shareholders’ Agreement”

 
means the Amended and Restated Shareholders’ Agreement dated October 20, 2008 by and among the Company, the Chargor, the Chargees and other parties
specified therein; and

   
“Third-Party Transferee”  has the meaning specified in Clause 3.1.1.

1.2  In this Charge unless the context otherwise requires:

 1.2.1  references to statutory provisions shall be construed as references to those provisions as amended or re-enacted or as their application is modified by other provisions from time to time and
shall include references to any provisions of which they are re-enactments (whether with or without modification);

 

 1.2.2  references to clauses and schedules are references to clauses hereof and schedules hereto; references to sub-clauses or paragraphs are, unless otherwise stated, references to sub-clauses of the
clauses hereof or paragraphs of the schedule in which the reference appears;

 



 

 1.2.3  references to the singular shall include the plural and vice versa and references to the masculine shall include the feminine and/or neuter and vice versa; and
 

 1.2.4  references to persons shall include companies, partnerships, associations and bodies of persons, whether incorporated or unincorporated;
 

 1.2.5  references to assets include property, rights and assets of every description;
 

 1.2.6  references to any document are to be construed as references to such document as amended or supplemented from time to time; and
 

 1.2.7  the rights, interests and obligations of the Chargees hereunder are joint and are exercisable by the Chargees collectively.

2  CHARGOR’S REPRESENTATIONS AND WARRANTIES

The Chargor hereby represents and warrants to the Chargees that:

2.1  the authorised share capital of the Company consists of the shares described in Recital (C) hereof and such shares are beneficially owned and registered as described in the said recital;
 

2.2  the Chargor is a company duly organised, validly existing and in good standing under the laws of the British Virgin Islands;
 

2.3  entry into this Charge by the Chargor and enforcement hereof by the Chargees will not contravene the terms of any agreement to which the Chargor is bound or to which the Charged Shares are subject or the
memorandum and articles of association of the Company;

 

2.4  the Chargor is the legal and beneficial owner of all of the Charged Property free from any Security Interest (other than those created by this Charge) and any options or rights of pre-emption and the Charged
Shares are fully paid up and are not and will not be liable to any future call, assessment or demand of any sort;

 

2.5  the Charged Shares are duly authorised, validly issued and fully paid;
 

2.6  no moneys or liabilities are outstanding or payable with respect to the Charged Shares;
 

2.7  the Chargor has full power and authority (i) to be the legal and beneficial owner of the Charged Property, (ii) to execute and deliver this Charge and (iii) to comply with the provisions of, and perform all its
obligations under, this Charge;

 

2.8  this Charge creates those Security Interests it purports to create and is not liable to be avoided or otherwise set aside on liquidation, administration or otherwise;
 

2.9  this Charge constitutes the Chargor’s legal, valid and binding obligations enforceable against the Chargor in accordance with its terms except as such enforcement may be limited by any relevant bankruptcy,
insolvency, administration or similar laws affecting creditors’ rights generally;

 



 

2.10  the entry into and performance by the Chargor of this Charge does not violate (i) any law or regulation of any governmental or official authority, or (ii) any agreement, contract or other undertaking to which the
Chargor is a party or which is binding upon the Chargor or any of its assets;

 

2.11  other than registration of this Charge in the register of charges of the Chargor in accordance with the requirements of the BVI Business Companies Act, 2004, no authorisation, approval or other action by, and
no notice to or filing with, any governmental authority or regulatory body is required for either the grant by the Chargor of the Security Interests purported to be created in favour of the Chargee under this
Charge; or the exercise by the Chargee of any rights or remedies in respect of the Charged Property (whether or not specifically granted or created under this Charge);

 

2.12  all consents, licences, approvals and authorisations required in connection with the entry into, performance, validity and enforceability of this Charge have been obtained and are in full force and effect;
 

2.13  the Chargor has taken all corporate and other action required to approve its execution, delivery and performance of this Charge; and
 

2.14  the Company is not a land holding corporation for the purposes of the Land Holding Companies Share Transfer Tax Law of the Cayman Islands.

3  CHARGOR’S COVENANTS

The Chargor hereby covenants with the Chargees:

3.1  to discharge all obligations and liabilities specified in Section 10.02(c)(vii) of the Share Subscription Agreement at the following times and in the following manner:

 3.1.1  if any Group Company is required to issue a number of Ordinary Shares to any person (a “Third-Party Transferee”) pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute
or litigation in connection with any acquisition by any Group Company of any person (other than persons established under the Laws of the PRC) which has been consummated prior to the Closing
Date (any “Pre-Closing Offshore Acquisition”) and the Controlling Shareholders, severally and jointly, fail to transfer such number of Ordinary Shares to such Third-Party Transferee in lieu of and on
behalf of such Group Company at the per share price and on the date set forth in such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, on the
Business Day immediately following such date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the aggregate number of Ordinary Shares required to be transferred to
such Third-Party Transferee pursuant to such judgment or settlement multiplied by (y) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment
date and the denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis;

 

 3.1.2  if any Group Company is required to make any payment in cash to any person pursuant to any arbitral or judicial judgment on, or settlement of, any claim,

 



 

   dispute or litigation in connection with any Pre-Closing Offshore Acquisition and the Controlling Shareholders, severally and jointly, fail to make such payment in lieu of and on behalf of such Group
Company by the payment time set forth in such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, within 10 Business Days following such payment
date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the amount of such payment in US dollars (based on the “noon buying rate” for purchases of any currency other
than US dollars on such payment date published by the Federal Reserve Bank of New York) divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis on such
payment date as determined by the Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be reached within 5 Business Days following such payment
date, determined by an independent appraiser satisfactory to the Chargees within 10 Business Days following such payment date multiplied by (z) a ratio, the numerator of which is the Aggregate
Ownership of Ordinary Shares by such Chargee on such payment date and the denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted
basis; and

 

 3.1.3  if any Group Company incurs or suffers any damages arising out of any claim, dispute or litigation in connection with any Pre-Closing Offshore Acquisition, other than those damages described in
Clauses 3.1.1 and 3.1.2, and the Controlling Shareholders, severally and jointly, fail to indemnify the Company pursuant to Section 10.02(c)(vii) of the Share Subscription Agreement by the date of
such incurrence or suffering, the Chargor shall, severally and jointly with other Controlling Shareholders, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the amount of
such damages expressed in US dollars divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis calculated as set forth above in Clause 3.1.2 multiplied by (z) a ratio,
the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such date and the denominator of which is the outstanding number of Ordinary Shares on such date,
calculated on a Fully-Diluted basis, in each case of sub-clause (x) and (y) as determined by the Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be
reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within 10 Business Days following such date;

  the obligations in Clauses 3.1.1, 3.1.2 and 3.1.3 collectively, the “Secured Obligations”.
 

3.2  that the Chargor will on demand of the Chargees and at the expense of the Chargor, execute and deliver to the Chargees or to such person or persons as the Chargees may nominate such additional charge or
charges of the Charged Property (or any part thereof) for the purpose of further securing the payment and discharge of all Secured Obligations, each such additional charge to be in such form as the Chargees
may reasonably require;

 

3.3  that the Chargor shall, on request of the Chargees, provide to the Chargees immediately on receipt by the Chargor a copy of all notices, written consents, reports, accounts, circulars and other communications
issued by the Company or by any third party in respect of the Charged Shares;

 



 

3.4  that the Chargor will not without the prior written consent of the Chargees:

 3.4.1  permit any person other than the Chargor, the Chargees or any transferee nominated by the Chargees on enforcement of this Charge to be the registered holder of any of the Charged Shares;
 

 3.4.2  permit any variation of the rights attaching to the Charged Shares;
 

 3.4.3  take or permit any action which might result in an increase or reduction in the authorised share capital of the Company or the number of shares that the Company is authorised to issue or the issued
share or share capital of the Company;

 

 3.4.4  permit the Company to be continued to another jurisdiction outside of the Cayman Islands;
 

 3.4.5  effect or permit the appointment of any new or further directors or officers of the Company;
 

 3.4.6  permit any scheme of arrangement, merger, amalgamation or other reorganisation applicable to the Company; or
 

 3.4.7  save in accordance with Clause 8.2, permit any amendment to the memorandum or articles of association of the Company without prior written consent of the Chargees.

4  SECURITY

4.1  In consideration of the Chargees agreeing to enter into the Share Subscription Agreement and as a continuing security for the Secured Obligations, the Chargor as legal and beneficial owner hereby assigns and
agrees to assign to the Chargees jointly all benefits present and future, actual and contingent accruing in respect of the Charged Property and all the Chargor’s right, title and interest to and in the Charged
Property including (without limitation) all voting and other consensual powers pertaining to the Charged Shares and hereby charges and agrees to charge in favour of the Chargees jointly all of its interest in the
Charged Property by way of a first fixed charge.

 

4.2  The Chargor hereby agrees to deliver, or cause to be delivered, to the Chargees on the date hereof:

 4.2.1  duly executed undated share transfers in respect of the Charged Shares in favour of the Chargees or their nominees in the form set out in Schedule I;
 

 4.2.2  an executed undated irrevocable proxy made in respect of the Charged Shares in favour of the Chargees in respect of all general meetings of the Company in the form set out in Schedule II;
 

 4.2.3  all original share certificates representing, and all other documents, title or evidence of, ownership in relation to the Charged Shares;

 



 

 4.2.4  signed, but undated resolutions of the board of directors of the Company in the form set out in Schedule III; and
 

 4.2.5  an executed undertaking from the Company to register transfers of the Charged Shares to the Chargees or their nominees in the form set out in Schedule IV dated as of the date hereof (the
“Undertaking”).

4.3  The Chargees shall be entitled to:

 4.3.1  continue to hold any document delivered to them pursuant to Clauses 4.2.1 through 4.2.5 above until the Charged Shares are released from this Charge and if, for any reason, they release any such
document to the Chargor before such time, they may by notice to the Chargor require that such document be redelivered to them and the Chargor shall promptly comply with that requirement or procure
that it is complied with; and

 

 4.3.2  at any time after the Security Interest has become enforceable as provided in Clause 7, subject to the limitation set out in Clause 7.1, complete any document delivered to them pursuant to Clauses
4.2.1 through 4.2.5 above in favour of, and register any Charged Share in the names of the Chargees or such other person as they shall select, and the Chargor shall promptly take or procure the taking
by all such other persons (including, without limitation, the secretary of the Company) any other action and execute and deliver to the Chargees any other document (in form and substance reasonably
satisfactory to each Chargee) which may be reasonably requested by the Chargees in order to enable the Chargees or such other person as they shall select to be registered as the owner of, or otherwise
obtain legal title to, any Charged Share; this includes procuring that:

 (A)  those share transfers are duly registered in the shareholder register of the Company; and
 

 (B)  share certificates in the name of the Chargees or such other person as they shall select are delivered to the Chargees.

4.4  The Chargor will deliver, or cause to be delivered, to the Chargees immediately upon the issue of any further Charged Shares, the items listed in Clauses 4.2.1 through 4.2.5 (if the documents already provided
are not sufficient to cover the further Charged Shares) in respect of all such further Charged Shares.

 

4.5  The Chargor hereby covenants that during the Security Period it will remain the legal and the beneficial owner of the Charged Property (subject only to the Security Interests hereby created) and that it will not:

 4.5.1  create or suffer the creation of any Security Interests (other than those created by this Charge) on or in respect of the whole of any part of the Charged Property or any of its interest therein; or
 

 4.5.2  sell, assign, transfer or otherwise dispose of any of its interest in the Charged Property (other than with respect to the dividend or distribution payments described in Clause 5.1.2); or

 



 

 4.5.3  do or cause or permit to be done anything which may in any way affect, depreciate, jeopardize or otherwise prejudice the market value of the Charged Shares or its rights with respect thereto;
 

 4.5.4  vote in respect of the Charged Shares or receive any dividends or other distributions paid by the Company in respect of the Charged Shares,

  in any such case without the prior consent in writing of the Chargees.
 

4.6  During the Security Period, the Chargor shall remain liable to perform all the obligations assumed by it in relation to the Charged Property and the Chargees shall be under no obligation of any kind whatsoever
in respect thereof or be under any liability whatsoever in the event of any failure by the Chargor to perform its obligations in respect thereof.

 

4.7  Upon the Chargees being satisfied that the Secured Obligations have been unconditionally and irrevocably paid and discharged in full or upon the expiry of the Security Period, and following a written request
therefor from the Chargor, the Chargees will, subject to being indemnified to each of their respective reasonable satisfaction for the costs and expenses incurred by the Chargees in connection therewith, release
the Charged Shares (if any as the case may be) and security constituted by this Charge.

5  DEALINGS WITH CHARGED PROPERTY

5.1  Unless and until an Event of Default has occurred:

 5.1.1  the Chargor shall be entitled to exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof for all purposes not inconsistent with the terms of this Charge;
 

 5.1.2  the Chargor shall be entitled to receive and retain any dividends, interest or other moneys or assets accruing on or in respect of the Charged Property or any part thereof; and
 

 5.1.3  the Chargor shall be entitled to receive all notices pertaining to the Charged Shares.

5.2  The Chargor shall pay all calls, instalments or other payments, and shall discharge all other obligations, which may become due in respect of any of the Charged Property and in an Event of Default, the
Chargees may, if they think fit, make such payments or discharge such obligations on behalf of the Chargor. Any sums so paid by the Chargees in respect thereof shall be repayable on demand and, pending such
repayment, shall constitute part of the Secured Obligations.

 

5.3  The Chargees shall not have any duty to ensure that any dividends, interest or other moneys and assets receivable in respect of the Charged Property are duly and punctually paid, received or collected as and
when the same become due and payable or to ensure that the correct amounts (if any) are paid or received on or in respect of the Charged Property or to ensure the taking up of any (or any offer of any) stocks,
shares, rights, moneys or other property paid, distributed, accruing or offered at any time by way of

 



 

  redemption bonus, rights, preference, or otherwise on or in respect of, any of the Charged Property.
 

5.4  The Chargor hereby authorises the Chargees to arrange at any time and from time to time (whether before or after the occurrence of an Event of Default) for the Charged Property or any part thereof to be
registered in the name of the Chargees (or their nominees) thereupon to be held as so registered subject to the terms of this Charge.

6  PRESERVATION OF SECURITY

6.1  It is hereby agreed and declared that:

 6.1.1  the security created by this Charge shall be held by the Chargees as a continuing security for the payment and discharge of the Secured Obligations and the security so created shall not be satisfied by
any intermediate payment or satisfaction of any part of the Secured Obligations;

 

 6.1.2  the Chargees shall not be bound to enforce any other security before enforcing the security created by this Charge;
 

 6.1.3  no delay or omission on the part of the Chargees in exercising any right, power or remedy under this Charge shall impair such right, power or remedy or be construed as a waiver thereof nor shall any
single or partial exercise of any such right, power or remedy preclude any further exercise thereof or the exercise of any other right, power or remedy. The rights, powers and remedies herein provided
are cumulative and not exclusive of any rights, powers and remedies provided by law and may be exercised from time to time and as often as the Chargees may deem expedient; and

 

 6.1.4  any waiver by the Chargees of any terms of this Charge shall only be effective if given in writing and then only for the purpose and upon the terms for which it is given.

6.2  Any settlement or discharge under this Charge between the Chargees and the Chargor shall be conditional upon no security or payment to the Chargees by the Company or the Chargor or any other person being
avoided or set-aside or ordered to be refunded or reduced or if the aforesaid security or payment to the Chargees is adversely affected by virtue of any provision or enactment relating to bankruptcy, insolvency,
administration or liquidation for the time being in force and, if such condition is not satisfied, the liability of the Chargor under this Charge shall be reinstated or continue and the Chargees shall be entitled to
recover from the Chargor on demand the value of such security or the amount of any such payment as if such settlement or discharge had not occurred.

 

6.3  The rights of the Chargees under this Charge and the Security Interest hereby constituted shall not be affected by any act, omission, matter or thing which, but for this provision, might operate to impair, affect or
discharge such rights and security, in whole or in part, including without limitation, and whether or not known to or discoverable by the Company, the Chargor, the Chargees or any other person:

 6.3.1  any time or waiver granted to or composition with the Company or any other person;

 



 

 6.3.2  the taking, variation, compromise, renewal or release of or refusal or neglect to perfect or enforce any rights, remedies or securities against the Company or any other person;
 

 6.3.3  any legal limitation, disability, incapacity or other circumstances relating to the Company or any other person;
 

 6.3.4  any amendment or supplement to the Share Subscription Agreement or any other document or security;
 

 6.3.5  the dissolution, liquidation, amalgamation, reconstruction or reorganisation of the Company or any other person;
 

 6.3.6  the unenforceability, invalidity or frustration of any obligations of the Company or any other person under the Share Subscription Agreement or any other document or security; or
 

 6.3.7  any non-observance of any formality or other requirements in respect of any other instrument or any failure to realise the full value of any other security.

6.4  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargor shall not by
virtue of any payment made hereunder on account of the Secured Obligations or by virtue of any enforcement by the Chargees of their rights under, or the security constituted by, this Charge or by virtue of any
relationship between or transaction involving, the Chargor and the Company (whether such relationship or transaction shall constitute the Chargor a creditor of the Company, a guarantor of the obligations of the
Company or a party subrogated to the rights of others against the Company or otherwise howsoever and whether or not such relationship or transaction shall be related to, or in connection with, the subject
matter of this Charge):

 6.4.1  exercise any rights of subrogation in relation to any rights, security or moneys held or received or receivable by the Chargees or any person;
 

 6.4.2  exercise any right of contribution from any co-surety liable in respect of the Second Obligation under any other guarantee, security or agreement;
 

 6.4.3  exercise any right of set-off or counterclaim against the Chargees, the Company or any such co-surety;
 

 6.4.4  receive, claim or have the benefit of any payment, distribution, security or indemnity from the Company or any such co-surety; or
 

 6.4.5  unless so directed by the Chargees (when the Chargor will prove in accordance with such directions), claim as a creditor of the Company or any such co-surety in competition with the Chargees.

  The Chargor shall hold in trust for the Chargees and forthwith pay or transfer (as appropriate) to the Chargees any such payment (including an amount equal to any such set-off), distribution (other than such
dividend or distribution payments described in

 



 

  Clause 5.1.2) or benefit of such security, indemnity or claim in fact received by the Chargor.
 

6.5  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargees may at any
time keep in a separate account or accounts (without liability to pay interest thereon) in the name of the Chargees for as long as they may think fit, any moneys received, recovered or realised under this Charge
or under any other guarantee, security or agreement relating in whole or in part to the Secured Obligations without being under any intermediate obligation to apply the same or any part thereof in or towards the
discharge of such amount.

7  ENFORCEMENT OF SECURITY

7.1  Upon the occurrence of an Event of Default or a demand being made by the Chargees for the satisfaction of the Secured Obligations with respect to the Chargees or any of them, the Security Interest hereby
constituted shall become immediately enforceable by the Chargees and the Chargees may, at any time, without further notice to or consultation with or consent of the Chargor:

 7.1.1  solely and exclusively exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof and may exercise such powers in such manner as the Chargees may think fit;
 

 7.1.2  receive and retain all dividends, interest, distributions or other moneys or assets accruing on or in respect of the Charged Property or any part thereof, and any such dividends, interest, distributions or
other moneys or assets received by the Chargor after such time shall be held in trust by the Chargor for the Chargees and paid or transferred to the Chargees on demand;

 

 7.1.3  if the Chargees elect to, sell, transfer, grant options over or otherwise dispose of the Charged Property or any part thereof at such place and in such manner and at such price or prices as the Chargees
may deem fit;

 

 7.1.4  complete the undated blank share transfer forms delivered to the Chargees pursuant to Clause 4.2.1 by dating the same and inserting their names or the names of their nominees as transferees;
 

 7.1.5  complete the undated resolutions of the board of directors of the Company delivered to the Chargees pursuant to Clause 4.2.4 by dating the same and inserting the names of the transferees and the
number of Ordinary Shares to be transferred; and/or

 

 7.1.6  complete the undated irrevocable proxy delivered to the Chargees pursuant to Clause 4.2.2 by dating the same and inserting the names and addresses of all Chargees or the names and addresses of their
respective nominees;

  PROVIDED THAT notwithstanding any other provision of this Charge, the Chargees may only exercise their rights under Clauses 7.1.5 and 7.1.6 in respect of such number of Charged Shares not exceeding
the aggregate number of Ordinary Shares that the Chargor has failed to transfer (the “Default Shares”) to the Chargees or any of them under Clause

 



 

  3.1 in satisfaction of the Secured Obligations with respect to all and/or any of the Chargees.
 

7.2  The Chargees shall not be obliged to make any enquiry as to the nature or sufficiency of any payment received by them under this Charge or to make any claim or to take any action to collect any moneys
assigned by this Charge or to enforce any rights or benefits assigned to the Chargees by this Charge or to which the Chargees may at any time be entitled hereunder.

 

7.3  Upon any sale by the Chargees of the Charged Property or any part thereof by the Chargees, the purchaser shall not be bound to see or enquire whether the Chargees’ power of sale has become exercisable in the
manner provided in this Charge and the sale shall be deemed to be within the power of the Chargees, and the receipt of the Chargees for the purchase money shall effectively discharge the purchaser who shall
not be concerned with the manner of application of the proceeds of sale or be in any way answerable therefor.

 

7.4  Neither the Chargees nor their agents, managers, officers, employees, delegates or advisers shall be liable for any claim, demand, liability, loss, damage, cost or expense incurred or arising in connection with the
exercise or purported exercise of any rights, powers and discretions hereunder in the absence of fraud or dishonesty.

 

7.5  The Chargees shall not by reason of the taking of possession of the whole or any part of the Charged Property or any part thereof be liable to account as mortgagee-in-possession or for anything except actual
receipts or be liable for any loss upon realisation or for any default or omission for which a mortgagee-in-possession might be liable.

8  FURTHER ASSURANCES
 

8.1  The Chargor shall execute and do all such assurances, acts and things as the Chargees in their absolute discretion may require for:

 8.1.1  creating, perfecting, protecting or ensuring the priority of the Security Interest hereby created (or intended to be created);
 

 8.1.2  preserving or protecting any of the rights of the Chargees under this Charge;
 

 8.1.3  ensuring that the security constituted by this Charge and the covenants and obligations of the Chargor under this Charge shall inure to the benefit of any assignee of the Chargees;
 

 8.1.4  facilitating the appropriation or realisation of the Charged Property or any part thereof; or
 

 8.1.5  exercising any power, authority or discretion vested in the Chargees under this Charge,

  in any such case forthwith upon demand by the Chargees and at the expense of the Chargor.

 



 

8.2  Without limitation to the generality of Clause 8.1, the Chargor covenants with the Chargees that it will on demand of the Chargees procure any amendment to the memorandum and articles of association of the
Company necessary or, in the opinion of the Chargees desirable, in order to give effect to the terms of this Charge or any documents or transactions provided for herein.

 

9  INDEMNITIES
 

9.1  The Chargor will indemnify and save harmless the Chargees and each agent or attorney appointed under or pursuant to this Charge from and against any and all expenses, claims, liabilities, losses, taxes, costs,
duties, fees and charges properly and reasonably suffered, incurred or made by the Chargees or such agent or attorney:

 9.1.1  in the exercise or purported exercise of any rights, powers or discretions vested in them pursuant to this Charge;
 

 9.1.2  in the preservation or enforcement of the Chargees’ rights under this Charge or the priority thereof;
 

 9.1.3  on the release of any part of the Charged Property from the security created by this Charge; or
 

 9.1.4  as a result, directly or indirectly of any breach by the Chargor of any covenant or other obligation under this Charge.

  and the Chargees or such agent or attorney may retain and pay all sums in respect of the same out of money received under the powers conferred by this Charge. All amounts recoverable by the Chargees or
such agent or attorney or any of them shall be recoverable on a full indemnity basis.

 

9.2  If, under any applicable law or regulation, and whether pursuant to a judgment being made or registered against the Chargor or the bankruptcy or liquidation of the Chargor or for any other reason any payment
under or in connection with this Charge is made or falls to be satisfied in a currency (the “Payment Currency”) other than the currency in which such payment is due under or in connection with this Charge (the
“Contractual Currency”), then to the extent that the amount of such payment actually received by the Chargees when converted into the Contractual Currency at the rate of exchange, falls short of the amount
due under or in connection with this Charge, the Chargor, as a separate and independent obligation, shall indemnify and hold harmless the Chargees against the amount of such shortfall. For the purposes of this
clause, “rate of exchange” means the rate at which the Chargees is able on or about the date of such payment to purchase the Contractual Currency with the Payment Currency and shall take into account any
premium and other costs of exchange with respect thereto.

 

10  POWER OF ATTORNEY
 

10.1  The Chargor, by way of security and in order more fully to secure the performance of its obligations hereunder, pursuant to the Power of Attorney Law (1996 Revision) hereby irrevocably appoints each of the
Chargees and the persons deriving title under it jointly and also severally to be its attorney:

 



 

 10.1.1  to execute and complete in favour of the Chargees or its nominees or of any purchaser any documents which the Chargees may from time to time require for perfecting their title to or for vesting any of
the assets and property hereby charged or assigned to the Chargees or their nominees or in any purchaser and to give effectual discharges for payments;

 

 10.1.2  to take and institute on non-payment (if the Chargees in their sole discretion so decide) all steps and proceedings in the name of the Chargor or of the Chargees for the recovery of such moneys, property
and assets hereby charged and to agree accounts;

 

 10.1.3  to make allowances and give time or other indulgence to any surety or other person liable;
 

 10.1.4  otherwise generally to act for it and in its name and on its behalf; and
 

 10.1.5  to sign, execute, seal and deliver and otherwise perfect and do any such legal assignments and other assurances, charges, authorities and documents over the moneys, property and assets hereby charged,
and all such deeds, instruments, acts and things (including, without limitation, those referred to in Clause 8) which may be required for the full exercise of all or any of the powers conferred or which
may be deemed proper on or in connection with any of the purposes aforesaid.

10.2  The power hereby conferred shall be a general power of attorney and the Chargor hereby ratifies and confirms and agrees to ratify and confirm any instrument, act or thing which any such attorney may execute
or do. In relation to the power referred to herein, the exercise by any of the Chargees of such power shall be conclusive evidence of its right to exercise the same.

 

11  EXPENSES
 

11.1  The Chargor shall pay to the Chargees on demand all costs, fees and expenses (including but not limited to legal fees and expenses) and taxes thereon incurred by the Chargees or for which the Chargees may
become liable in connection with:

 11.1.1  the negotiation, preparation and execution of this Charge;
 

 11.1.2  the preserving or enforcing of, or attempting to preserve or enforce, any of its rights under this Charge or the priority hereof;
 

 11.1.3  any variation of, or amendment or supplement to, any of the terms of this Charge; and/or
 

 11.1.4  any consent or waiver required from the Chargees in relation to this Charge,

  and in any case referred to in Clauses 11.1.3 and 11.1.4 regardless of whether the same is actually implemented, completed or granted, as the case may be.

 



 

11.2  The Chargor shall pay promptly any stamp, documentary and other like duties and taxes to which this Charge may be subject or give rise and shall indemnify the Chargees on demand against any and all
liabilities with respect to or resulting from any delay or omission on the part of the Chargor to pay any such duties or taxes.

 

12  NOTICES

Any notice required to be given hereunder shall be in writing in the English language and shall be served by sending the same by prepaid recorded post, facsimile or by delivering the same by hand to the address of the
Party or Parties in question as set out below (or such other address as such Party or Parties shall notify the other Parties of in accordance with this clause). Any notice sent by post as provided in this clause shall be
deemed to have been served five Business Days after despatch and any notice sent by facsimile as provided in this clause shall be deemed to have been served at the time of despatch and in proving the service of the
same it will be sufficient to prove in the case of a letter that such letter was properly stamped, addressed and placed in the post; and in the case of a facsimile that such facsimile was duly despatched to a current
facsimile number of the addressee.

Chargor
Dragon Image Investment Ltd.
Portcullis TrustNet Chambers
P.O. Box 3444
Road Town, Tortola
British Virgin Islands.
Attention: Mr. Xiaodi (Steven) Sun

Chargees:
If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Fax: 86-10-6505-3796
Attention: Ms. Shirley Chen

If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Fax: 86-10-8529-9877
Attention: Mr. Feng Xiao

With a copy to:

 



 

Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Mr. Show-Mao Chen, Esq.

If to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel: 852-2905-1166
Fax: 852-2905-1555
Attention: Ms. Elaine Zong

With a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel: 86-10-6535-5500
Fax: 86-10-6505-5522
Attention: Mr. Peter X. Huang

13  ASSIGNMENTS
 

13.1  This Charge shall be binding upon and shall inure to the benefit of the Chargor and the Chargees and each of their respective successors and (subject as hereinafter provided) assigns and references in this
Charge to any of them shall be construed accordingly.

 

13.2  The Chargor may not assign or transfer all or any part of its rights and/or obligations under this Charge.
 

13.3  The Chargees may not assign or transfer all or any part of its rights or obligations under this Charge to any assignee or transferee without the consent of the Chargor, such consent not to be unreasonably
withheld, provided that no such consent shall be required if an Event of Default affecting the Chargor has occurred and is continuing. The Chargees shall notify the Chargor promptly following any such
assignment or transfer.

 



 

14  MISCELLANEOUS
 

14.1  The Chargees, at any time and from time to time, may delegate by power of attorney or in any other manner to any person or persons all or any of the powers, authorities and discretions which are for the time
being exercisable by the Chargees under this Charge in relation to the Charged Property or any part thereof. Any such delegation may be made upon such terms and be subject to such regulations as the
Chargees may think fit. The Chargees shall not be in any way liable or responsible to the Chargor for any loss or damage arising from any act, default, omission or misconduct on the part of any such delegate
provided the Chargees has acted reasonably in selecting such delegate.

 

14.2  If any of the clauses, conditions, covenants or restrictions of this Charge or any deed or document emanating from it shall be found to be void but would be valid if some part thereof were deleted or modified,
then such clause, condition, covenant or restriction shall apply with such deletion or modification as may be necessary to make it valid and effective.

 

14.3  This Charge (together with any documents referred to herein) constitutes the whole agreement between the Parties relating to its subject matter and no variations hereof shall be effective unless made in writing
and signed by each of the Parties.

 

14.4  The headings in this Charge are inserted for convenience only and shall not affect the construction of this Charge.
 

14.5  This Charge may be executed in counterparts each of which when executed and delivered shall constitute an original but all such counterparts together shall constitute one and the same instrument.
 

14.6  To the maximum extent permitted under applicable laws, the Chargor hereby waives any immunity under the laws applicable to the Chargor, whether characterised as sovereign immunity or otherwise, from any
legal proceedings to enforce this Charge in respect of itself or its property.

 

15  LAW AND JURISDICTION

This Charge shall be governed by and construed in accordance with the laws of the Cayman Islands and the Parties hereby irrevocably submit to the non-exclusive jurisdiction of the courts of Hong Kong, provided that
nothing in this clause shall affect the rights of the Chargees to serve process in any manner permitted by law or limit the rights of the Chargees to take proceedings with respect to this Charge against the Chargor in any
jurisdiction nor shall the taking of proceedings with respect to this Charge in any jurisdiction preclude the Chargees from taking proceedings with respect to this Charge in any other jurisdiction, whether concurrently or
not.
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IN WITNESS whereof the parties hereto have caused this Charge to be duly executed as a Deed the day and year first before written.
   
The Common Seal of  ) 
DRAGON IMAGE INVESTMENT LTD.  ) 
was hereunto affixed in the  ) 
presence of:  ) 
     
By:  /s/ Steven Xiaodi Sun   
  

 

Name: Steven Xiaodi Sun   
  Title: Director   
     
By:  /s/ Shi Bo Tao   
  

 

Name: Shi Bo Tao   
  (Witness)   
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Executed as a deed by  ) 
For and on behalf of  ) 
CICC SUN COMPANY LIMITED  ) 
in the presence of:-  ) 
     
By:  /s/ Shirley Chen   
  

 

Name: Shirley Chen   
  Title: Director   
     
By:  /s/ Xin, Jie   
  

 

Name: Xin, Jie   
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Executed as a deed by  ) 
For and on behalf of  ) 
CARLYLE ASIA GROWTH PARTNERS III, L.P.  ) 
in the presence of:-  ) 

By: CAGP General Partner, L.P., as its General Partner

By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By:  /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   
   
Executed as a deed by  ) 
For and on behalf of  ) 
CAGP III CO-INVESTMENT, L.P.  ) 
in the presence of:-  ) 

BY: CAGP General Partner, L.P., as its General Partner

BY: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By:  /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   
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Executed as a deed by  ) 
For and on behalf of  ) 
STARR INVESTMENTS CAYMAN II, INC.  ) 
in the presence of:-  ) 
     
By:  /s/ Michael Horvath   
  

 

Name: Michael Horvath   
  Title: Director   
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Exhibit 4.13

Dated this 10th day of November, 2008

BY :

Notable Enterprise Limited

IN FAVOUR OF:

CICC Sun Company Limited

Carlyle Asia Growth Partners III, L.P.

CAGP III Co-Investment, L.P.

Starr Investments Cayman II, Inc.

 

SHARE CHARGE

 

Conyers Dill & Pearman
Barristers & Attorneys

Cayman Islands

 



 

THIS SHARE CHARGE is made on the 10th day of November, 2008

BY:

(1)  Notable Enterprise Limited, a company incorporated under the laws of the British Virgin Islands (the “Chargor”);

IN FAVOUR OF:

(2)  CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(3)  Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(4)  CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, and together with CAGP, “Carlyle”);
 

(5)  Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, and together with CICC and Carlyle, the “Chargees”).

WHEREAS:

(A)  By a share subscription agreement dated October 10, 2008, as amended on October 20, 2008 (the “Share Subscription Agreement”) made between, inter alia, the Chargor, the Chargees, the Company (as defined
below) and other parties specified therein, the Chargees subscribed for series B redeemable convertible preferred shares of par value US$0.01 each of the Company (the “Series B Shares”) on the terms and
conditions therein set out.

 

(B)  As security for the obligations of the Chargor under Article 3 of the Share Subscription Agreement, the Chargor has agreed to charge, inter alia, its interest in certain of the shares beneficially owned by the
Chargor in Concord Medical Services Holdings Limited, a company incorporated under the laws of the Cayman Islands (the “Company”).

 

(C)  The Company is authorised to issue 5,000,000 shares of a par value of US$0.01 each of which 4,500,000 shares are designated as ordinary shares (the “Ordinary Shares”), 200,000 are series A redeemable
convertible preferred shares (the “Series A Shares”) and 300,000 are Series B Shares. 217,435 Ordinary Shares have been issued to and fully paid by, and are beneficially owned by and registered in the name
of, the Chargor.

 

(D)  Pursuant to Section 7.07(b) of the Share Subscription Agreement, the Chargor shall execute this Charge in favour of the Chargees and the same is executed by the Chargor in consideration of the Chargees
agreeing to enter into the Share Subscription Agreement and for other good and valuable consideration (the sufficiency of which the Chargor hereby acknowledges).

 



 

NOW THIS CHARGE WITNESSES as follows:

1  INTERPRETATION
 

1.1  In this Charge, unless the context otherwise requires, the following words and expressions shall have the following meanings:
     
  “Aggregate Ownership”  has the meaning specified in the Shareholders’ Agreement;
     
  “Business Day”  has the meaning specified in the Share Subscription Agreement;
     
  “Charge”  means this share charge;
     
 

 

“Charged Property”

 

means all of the Charged Shares and all dividends or other distributions, interest and other moneys paid or payable after the date hereof in connection therewith
and all interests in and all rights accruing at any time to or in respect of all or any of the Charged Shares and all and any other property that may at any time be
received or receivable by or otherwise distributed to the Chargor in respect of or in substitution for, or in addition to, or in exchange for, or on account of, any of
the foregoing, including, without limitation, any shares or other securities resulting from the division, consolidation, change, conversion or reclassification of any
of the Charged Shares, or the reorganization or amalgamation of the Company with any other body corporate, or the occurrence of any event which results in the
substitution or exchange of the Charged Shares;

     
  “Charged Shares”  means 43,487 Ordinary Shares of the Company registered in the name of the Chargor as legal and beneficial owner thereof;
     
  “Closing Date”  has the meaning specified in the Share Subscription Agreement;
     
  “Controlling Shareholders”  has the meaning specified in the Share Subscription Agreement;
     
  “Event of Default”  means the failure by the Chargor to satisfy the Secured Obligations with respect to the Chargees or any of them;
     
  “Fully Diluted”  has the meaning specified in the Share Subscription Agreement;
     
  “Group Company”  has the meaning specified in the Share Subscription

 



 

     
    Agreement;
     
  “Ordinary Shares”  ordinary shares of par value US$0.01 each of the Company;
     
  “Parties”  means the parties to this Charge collectively; “Party” means any one of them;
     
 

 
“Pre-Closing Offshore
Acquisition”  

has the meaning specified in Clause 3.1.1;

     
  “Secured Obligations”  means the obligations of the Chargor to deliver Ordinary Shares to the Chargees or any of them as specified in Clause 3.1;
     
  “Security Interest”  means any charge, mortgage, pledge, lien, security interest or other encumbrance;
     
 

 

“Security Period”

 

means the period commencing on the date of execution of this Charge and terminating upon the earliest to occur of (i) November 10, 2014, (ii) the date on which
Aggregate Ownership of Ordinary Shares by each Chargee is less than 20% of such Chargee’s Initial Ownership (as defined in the Shareholders’ Agreement) of
Ordinary Shares and (iii) the date on which a Singapore law firm delivers a legal opinion to the Chargees, in form and substance satisfactory to each Chargee,
with respect to the issuance of Ordinary Shares to certain Controlling Shareholder Holding Companies (as defined in the Share Subscription Agreement) in
August 2008;

     
 

 
“Shareholders’ Agreement”

 
means the Amended and Restated Shareholders’ Agreement dated October 20, 2008 by and among the Company, the Chargor, the Chargees and other parties
specified therein; and

     
  “Third-Party Transferee”  has the meaning specified in Clause 3.1.1.

1.2  In this Charge unless the context otherwise requires:

 1.2.1  references to statutory provisions shall be construed as references to those provisions as amended or re-enacted or as their application is modified by other provisions from time to time and shall include
references to any provisions of which they are re-enactments (whether with or without modification);

 

 1.2.2  references to clauses and schedules are references to clauses hereof and schedules hereto; references to sub-clauses or paragraphs are, unless otherwise stated, references to sub-clauses of the clauses
hereof or paragraphs of the schedule in which the reference appears;

 



 

 1.2.3  references to the singular shall include the plural and vice versa and references to the masculine shall include the feminine and/or neuter and vice versa; and
 

 1.2.4  references to persons shall include companies, partnerships, associations and bodies of persons, whether incorporated or unincorporated;
 

 1.2.5  references to assets include property, rights and assets of every description;
 

 1.2.6  references to any document are to be construed as references to such document as amended or supplemented from time to time; and
 

 1.2.7  the rights, interests and obligations of the Chargees hereunder are joint and are exercisable by the Chargees collectively.

2  CHARGOR’S REPRESENTATIONS AND WARRANTIES

The Chargor hereby represents and warrants to the Chargees that:

2.1  the authorised share capital of the Company consists of the shares described in Recital (C) hereof and such shares are beneficially owned and registered as described in the said recital;
 

2.2  the Chargor is a company duly organised, validly existing and in good standing under the laws of the British Virgin Islands;
 

2.3  entry into this Charge by the Chargor and enforcement hereof by the Chargees will not contravene the terms of any agreement to which the Chargor is bound or to which the Charged Shares are subject or the
memorandum and articles of association of the Company;

 

2.4  the Chargor is the legal and beneficial owner of all of the Charged Property free from any Security Interest (other than those created by this Charge) and any options or rights of pre-emption and the Charged
Shares are fully paid up and are not and will not be liable to any future call, assessment or demand of any sort;

 

2.5  the Charged Shares are duly authorised, validly issued and fully paid;
 

2.6  no moneys or liabilities are outstanding or payable with respect to the Charged Shares;
 

2.7  the Chargor has full power and authority (i) to be the legal and beneficial owner of the Charged Property, (ii) to execute and deliver this Charge and (iii) to comply with the provisions of, and perform all its
obligations under, this Charge;

 

2.8  this Charge creates those Security Interests it purports to create and is not liable to be avoided or otherwise set aside on liquidation, administration or otherwise;
 

2.9  this Charge constitutes the Chargor’s legal, valid and binding obligations enforceable against the Chargor in accordance with its terms except as such enforcement may be limited by any relevant bankruptcy,
insolvency, administration or similar laws affecting creditors’ rights generally;

 



 

2.10  the entry into and performance by the Chargor of this Charge does not violate (i) any law or regulation of any governmental or official authority, or (ii) any agreement, contract or other undertaking to which the
Chargor is a party or which is binding upon the Chargor or any of its assets;

 

2.11  other than registration of this Charge in the register of charges of the Chargor in accordance with the requirements of the BVI Business Companies Act, 2004, no authorisation, approval or other action by, and
no notice to or filing with, any governmental authority or regulatory body is required for either the grant by the Chargor of the Security Interests purported to be created in favour of the Chargee under this
Charge; or the exercise by the Chargee of any rights or remedies in respect of the Charged Property (whether or not specifically granted or created under this Charge);

 

2.12  all consents, licences, approvals and authorisations required in connection with the entry into, performance, validity and enforceability of this Charge have been obtained and are in full force and effect;
 

2.13  the Chargor has taken all corporate and other action required to approve its execution, delivery and performance of this Charge; and
 

2.14  the Company is not a land holding corporation for the purposes of the Land Holding Companies Share Transfer Tax Law of the Cayman Islands.
 

3  CHARGOR’S COVENANTS

The Chargor hereby covenants with the Chargees:

3.1  to discharge all obligations and liabilities specified in Section 10.02(c)(vii) of the Share Subscription Agreement at the following times and in the following manner:

 3.1.1  if any Group Company is required to issue a number of Ordinary Shares to any person (a “Third-Party Transferee”) pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute
or litigation in connection with any acquisition by any Group Company of any person (other than persons established under the Laws of the PRC) which has been consummated prior to the Closing
Date (any “Pre-Closing Offshore Acquisition”) and the Controlling Shareholders, severally and jointly, fail to transfer such number of Ordinary Shares to such Third-Party Transferee in lieu of and on
behalf of such Group Company at the per share price and on the date set forth in such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, on the
Business Day immediately following such date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the aggregate number of Ordinary Shares required to be transferred to
such Third-Party Transferee pursuant to such judgment or settlement multiplied by (y) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment
date and the denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis;

 

 3.1.2  if any Group Company is required to make any payment in cash to any person pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute or litigation in connection with any
Pre-Closing Offshore Acquisition and

 



 

   the Controlling Shareholders, severally and jointly, fail to make such payment in lieu of and on behalf of such Group Company by the payment time set forth in such judgment or settlement, the
Chargor shall, severally and jointly with other Controlling Shareholders, within 10 Business Days following such payment date, transfer free of charge a number of Ordinary Shares to each Chargee
equal to (x) the amount of such payment in US dollars (based on the “noon buying rate” for purchases of any currency other than US dollars on such payment date published by the Federal Reserve
Bank of New York) divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis on such payment date as determined by the Controlling Shareholders and the Chargees
by mutual agreement or if such mutual agreement cannot be reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within
10 Business Days following such payment date multiplied by (z) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment date and the
denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis; and

 

 3.1.3  if any Group Company incurs or suffers any damages arising out of any claim, dispute or litigation in connection with any Pre-Closing Offshore Acquisition, other than those damages described in
Clauses 3.1.1 and 3.1.2, and the Controlling Shareholders, severally and jointly, fail to indemnify the Company pursuant to Section 10.02(c)(vii) of the Share Subscription Agreement by the date of
such incurrence or suffering, the Chargor shall, severally and jointly with other Controlling Shareholders, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the amount of
such damages expressed in US dollars divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis calculated as set forth above in Clause 3.1.2 multiplied by (z) a ratio,
the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such date and the denominator of which is the outstanding number of Ordinary Shares on such date,
calculated on a Fully-Diluted basis, in each case of sub-clause (x) and (y) as determined by the Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be
reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within 10 Business Days following such date;

  the obligations in Clauses 3.1.1, 3.1.2 and 3.1.3 collectively, the “Secured Obligations”.
 

3.2  that the Chargor will on demand of the Chargees and at the expense of the Chargor, execute and deliver to the Chargees or to such person or persons as the Chargees may nominate such additional charge or
charges of the Charged Property (or any part thereof) for the purpose of further securing the payment and discharge of all Secured Obligations, each such additional charge to be in such form as the Chargees
may reasonably require;

 

3.3  that the Chargor shall, on request of the Chargees, provide to the Chargees immediately on receipt by the Chargor a copy of all notices, written consents, reports, accounts, circulars and other communications
issued by the Company or by any third party in respect of the Charged Shares;

 

3.4  that the Chargor will not without the prior written consent of the Chargees:

 



 

 3.4.1  permit any person other than the Chargor, the Chargees or any transferee nominated by the Chargees on enforcement of this Charge to be the registered holder of any of the Charged Shares;
 

 3.4.2  permit any variation of the rights attaching to the Charged Shares;
 

 3.4.3  take or permit any action which might result in an increase or reduction in the authorised share capital of the Company or the number of shares that the Company is authorised to issue or the issued
share or share capital of the Company;

 

 3.4.4  permit the Company to be continued to another jurisdiction outside of the Cayman Islands;
 

 3.4.5  effect or permit the appointment of any new or further directors or officers of the Company;
 

 3.4.6  permit any scheme of arrangement, merger, amalgamation or other reorganisation applicable to the Company; or
 

 3.4.7  save in accordance with Clause 8.2, permit any amendment to the memorandum or articles of association of the Company without prior written consent of the Chargees.

4  SECURITY
 

4.1  In consideration of the Chargees agreeing to enter into the Share Subscription Agreement and as a continuing security for the Secured Obligations, the Chargor as legal and beneficial owner hereby assigns and
agrees to assign to the Chargees jointly all benefits present and future, actual and contingent accruing in respect of the Charged Property and all the Chargor’s right, title and interest to and in the Charged
Property including (without limitation) all voting and other consensual powers pertaining to the Charged Shares and hereby charges and agrees to charge in favour of the Chargees jointly all of its interest in the
Charged Property by way of a first fixed charge.

 

4.2  The Chargor hereby agrees to deliver, or cause to be delivered, to the Chargees on the date hereof:

 4.2.1  duly executed undated share transfers in respect of the Charged Shares in favour of the Chargees or their nominees in the form set out in Schedule I;
 

 4.2.2  an executed undated irrevocable proxy made in respect of the Charged Shares in favour of the Chargees in respect of all general meetings of the Company in the form set out in Schedule II;
 

 4.2.3  all original share certificates representing, and all other documents, title or evidence of, ownership in relation to the Charged Shares;
 

 4.2.4  signed, but undated resolutions of the board of directors of the Company in the form set out in Schedule III; and

 



 

 4.2.5  an executed undertaking from the Company to register transfers of the Charged Shares to the Chargees or their nominees in the form set out in Schedule IV dated as of the date hereof (the
“Undertaking”).

4.3  The Chargees shall be entitled to:

 4.3.1  continue to hold any document delivered to them pursuant to Clauses 4.2.1 through 4.2.5 above until the Charged Shares are released from this Charge and if, for any reason, they release any such
document to the Chargor before such time, they may by notice to the Chargor require that such document be redelivered to them and the Chargor shall promptly comply with that requirement or procure
that it is complied with; and

 

 4.3.2  at any time after the Security Interest has become enforceable as provided in Clause 7, subject to the limitation set out in Clause 7.1, complete any document delivered to them pursuant to Clauses
4.2.1 through 4.2.5 above in favour of, and register any Charged Share in the names of the Chargees or such other person as they shall select, and the Chargor shall promptly take or procure the taking
by all such other persons (including, without limitation, the secretary of the Company) any other action and execute and deliver to the Chargees any other document (in form and substance reasonably
satisfactory to each Chargee) which may be reasonably requested by the Chargees in order to enable the Chargees or such other person as they shall select to be registered as the owner of, or otherwise
obtain legal title to, any Charged Share; this includes procuring that:

 (A)  those share transfers are duly registered in the shareholder register of the Company; and
 

 (B)  share certificates in the name of the Chargees or such other person as they shall select are delivered to the Chargees.

4.4  The Chargor will deliver, or cause to be delivered, to the Chargees immediately upon the issue of any further Charged Shares, the items listed in Clauses 4.2.1 through 4.2.5 (if the documents already provided
are not sufficient to cover the further Charged Shares) in respect of all such further Charged Shares.

 

4.5  The Chargor hereby covenants that during the Security Period it will remain the legal and the beneficial owner of the Charged Property (subject only to the Security Interests hereby created) and that it will not:

 4.5.1  create or suffer the creation of any Security Interests (other than those created by this Charge) on or in respect of the whole of any part of the Charged Property or any of its interest therein; or
 

 4.5.2  sell, assign, transfer or otherwise dispose of any of its interest in the Charged Property (other than with respect to the dividend or distribution payments described in Clause 5.1.2); or

 



 

 4.5.3  do or cause or permit to be done anything which may in any way affect, depreciate, jeopardize or otherwise prejudice the market value of the Charged Shares or its rights with respect thereto;
 

 4.5.4  vote in respect of the Charged Shares or receive any dividends or other distributions paid by the Company in respect of the Charged Shares,

  in any such case without the prior consent in writing of the Chargees.
 

4.6  During the Security Period, the Chargor shall remain liable to perform all the obligations assumed by it in relation to the Charged Property and the Chargees shall be under no obligation of any kind whatsoever
in respect thereof or be under any liability whatsoever in the event of any failure by the Chargor to perform its obligations in respect thereof.

 

4.7  Upon the Chargees being satisfied that the Secured Obligations have been unconditionally and irrevocably paid and discharged in full or upon the expiry of the Security Period, and following a written request
therefor from the Chargor, the Chargees will, subject to being indemnified to each of their respective reasonable satisfaction for the costs and expenses incurred by the Chargees in connection therewith, release
the Charged Shares (if any as the case may be) and security constituted by this Charge.

 

5  DEALINGS WITH CHARGED PROPERTY
 

5.1  Unless and until an Event of Default has occurred:

 5.1.1  the Chargor shall be entitled to exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof for all purposes not inconsistent with the terms of this Charge;
 

 5.1.2  the Chargor shall be entitled to receive and retain any dividends, interest or other moneys or assets accruing on or in respect of the Charged Property or any part thereof; and
 

 5.1.3  the Chargor shall be entitled to receive all notices pertaining to the Charged Shares.

5.2  The Chargor shall pay all calls, instalments or other payments, and shall discharge all other obligations, which may become due in respect of any of the Charged Property and in an Event of Default, the
Chargees may, if they think fit, make such payments or discharge such obligations on behalf of the Chargor. Any sums so paid by the Chargees in respect thereof shall be repayable on demand and, pending such
repayment, shall constitute part of the Secured Obligations.

 

5.3  The Chargees shall not have any duty to ensure that any dividends, interest or other moneys and assets receivable in respect of the Charged Property are duly and punctually paid, received or collected as and
when the same become due and payable or to ensure that the correct amounts (if any) are paid or received on or in respect of the Charged Property or to ensure the taking up of any (or any offer of any) stocks,
shares, rights, moneys or other property paid, distributed, accruing or offered at any time by way of

 



 

  redemption bonus, rights, preference, or otherwise on or in respect of, any of the Charged Property.
 

5.4  The Chargor hereby authorises the Chargees to arrange at any time and from time to time (whether before or after the occurrence of an Event of Default) for the Charged Property or any part thereof to be
registered in the name of the Chargees (or their nominees) thereupon to be held as so registered subject to the terms of this Charge.

 

6  PRESERVATION OF SECURITY
 

6.1  It is hereby agreed and declared that:

 6.1.1  the security created by this Charge shall be held by the Chargees as a continuing security for the payment and discharge of the Secured Obligations and the security so created shall not be satisfied by
any intermediate payment or satisfaction of any part of the Secured Obligations;

 

 6.1.2  the Chargees shall not be bound to enforce any other security before enforcing the security created by this Charge;
 

 6.1.3  no delay or omission on the part of the Chargees in exercising any right, power or remedy under this Charge shall impair such right, power or remedy or be construed as a waiver thereof nor shall any
single or partial exercise of any such right, power or remedy preclude any further exercise thereof or the exercise of any other right, power or remedy. The rights, powers and remedies herein provided
are cumulative and not exclusive of any rights, powers and remedies provided by law and may be exercised from time to time and as often as the Chargees may deem expedient; and

 

 6.1.4  any waiver by the Chargees of any terms of this Charge shall only be effective if given in writing and then only for the purpose and upon the terms for which it is given.

6.2  Any settlement or discharge under this Charge between the Chargees and the Chargor shall be conditional upon no security or payment to the Chargees by the Company or the Chargor or any other person being
avoided or set-aside or ordered to be refunded or reduced or if the aforesaid security or payment to the Chargees is adversely affected by virtue of any provision or enactment relating to bankruptcy, insolvency,
administration or liquidation for the time being in force and, if such condition is not satisfied, the liability of the Chargor under this Charge shall be reinstated or continue and the Chargees shall be entitled to
recover from the Chargor on demand the value of such security or the amount of any such payment as if such settlement or discharge had not occurred.

 

6.3  The rights of the Chargees under this Charge and the Security Interest hereby constituted shall not be affected by any act, omission, matter or thing which, but for this provision, might operate to impair, affect or
discharge such rights and security, in whole or in part, including without limitation, and whether or not known to or discoverable by the Company, the Chargor, the Chargees or any other person:

 6.3.1  any time or waiver granted to or composition with the Company or any other person;

 



 

 6.3.2  the taking, variation, compromise, renewal or release of or refusal or neglect to perfect or enforce any rights, remedies or securities against the Company or any other person;
 

 6.3.3  any legal limitation, disability, incapacity or other circumstances relating to the Company or any other person;
 

 6.3.4  any amendment or supplement to the Share Subscription Agreement or any other document or security;
 

 6.3.5  the dissolution, liquidation, amalgamation, reconstruction or reorganisation of the Company or any other person;
 

 6.3.6  the unenforceability, invalidity or frustration of any obligations of the Company or any other person under the Share Subscription Agreement or any other document or security; or
 

 6.3.7  any non-observance of any formality or other requirements in respect of any other instrument or any failure to realise the full value of any other security.

6.4  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargor shall not by
virtue of any payment made hereunder on account of the Secured Obligations or by virtue of any enforcement by the Chargees of their rights under, or the security constituted by, this Charge or by virtue of any
relationship between or transaction involving, the Chargor and the Company (whether such relationship or transaction shall constitute the Chargor a creditor of the Company, a guarantor of the obligations of the
Company or a party subrogated to the rights of others against the Company or otherwise howsoever and whether or not such relationship or transaction shall be related to, or in connection with, the subject
matter of this Charge):

 6.4.1  exercise any rights of subrogation in relation to any rights, security or moneys held or received or receivable by the Chargees or any person;
 

 6.4.2  exercise any right of contribution from any co-surety liable in respect of the Second Obligation under any other guarantee, security or agreement;
 

 6.4.3  exercise any right of set-off or counterclaim against the Chargees, the Company or any such co-surety;
 

 6.4.4  receive, claim or have the benefit of any payment, distribution, security or indemnity from the Company or any such co-surety; or
 

 6.4.5  unless so directed by the Chargees (when the Chargor will prove in accordance with such directions), claim as a creditor of the Company or any such co-surety in competition with the Chargees.

  The Chargor shall hold in trust for the Chargees and forthwith pay or transfer (as appropriate) to the Chargees any such payment (including an amount equal to any such set-off), distribution (other than such
dividend or distribution payments described in

 



 

  Clause 5.1.2) or benefit of such security, indemnity or claim in fact received by the Chargor.
 

6.5  Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargees may at any
time keep in a separate account or accounts (without liability to pay interest thereon) in the name of the Chargees for as long as they may think fit, any moneys received, recovered or realised under this Charge
or under any other guarantee, security or agreement relating in whole or in part to the Secured Obligations without being under any intermediate obligation to apply the same or any part thereof in or towards the
discharge of such amount.

 

7  ENFORCEMENT OF SECURITY
 

7.1  Upon the occurrence of an Event of Default or a demand being made by the Chargees for the satisfaction of the Secured Obligations with respect to the Chargees or any of them, the Security Interest hereby
constituted shall become immediately enforceable by the Chargees and the Chargees may, at any time, without further notice to or consultation with or consent of the Chargor:

 7.1.1  solely and exclusively exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof and may exercise such powers in such manner as the Chargees may think fit;
 

 7.1.2  receive and retain all dividends, interest, distributions or other moneys or assets accruing on or in respect of the Charged Property or any part thereof, and any such dividends, interest, distributions or
other moneys or assets received by the Chargor after such time shall be held in trust by the Chargor for the Chargees and paid or transferred to the Chargees on demand;

 

 7.1.3  if the Chargees elect to, sell, transfer, grant options over or otherwise dispose of the Charged Property or any part thereof at such place and in such manner and at such price or prices as the Chargees
may deem fit;

 

 7.1.4  complete the undated blank share transfer forms delivered to the Chargees pursuant to Clause 4.2.1 by dating the same and inserting their names or the names of their nominees as transferees;
 

 7.1.5  complete the undated resolutions of the board of directors of the Company delivered to the Chargees pursuant to Clause 4.2.4 by dating the same and inserting the names of the transferees and the
number of Ordinary Shares to be transferred; and/or

 

 7.1.6  complete the undated irrevocable proxy delivered to the Chargees pursuant to Clause 4.2.2 by dating the same and inserting the names and addresses of all Chargees or the names and addresses of their
respective nominees;

  PROVIDED THAT notwithstanding any other provision of this Charge, the Chargees may only exercise their rights under Clauses 7.1.5 and 7.1.6 in respect of such number of Charged Shares not exceeding
the aggregate number of Ordinary Shares that the Chargor has failed to transfer (the “Default Shares”) to the Chargees or any of them under Clause

 



 

  3.1 in satisfaction of the Secured Obligations with respect to all and/or any of the Chargees.
 

7.2  The Chargees shall not be obliged to make any enquiry as to the nature or sufficiency of any payment received by them under this Charge or to make any claim or to take any action to collect any moneys
assigned by this Charge or to enforce any rights or benefits assigned to the Chargees by this Charge or to which the Chargees may at any time be entitled hereunder.

 

7.3  Upon any sale by the Chargees of the Charged Property or any part thereof by the Chargees, the purchaser shall not be bound to see or enquire whether the Chargees’ power of sale has become exercisable in the
manner provided in this Charge and the sale shall be deemed to be within the power of the Chargees, and the receipt of the Chargees for the purchase money shall effectively discharge the purchaser who shall
not be concerned with the manner of application of the proceeds of sale or be in any way answerable therefor.

 

7.4  Neither the Chargees nor their agents, managers, officers, employees, delegates or advisers shall be liable for any claim, demand, liability, loss, damage, cost or expense incurred or arising in connection with the
exercise or purported exercise of any rights, powers and discretions hereunder in the absence of fraud or dishonesty.

 

7.5  The Chargees shall not by reason of the taking of possession of the whole or any part of the Charged Property or any part thereof be liable to account as mortgagee-in-possession or for anything except actual
receipts or be liable for any loss upon realisation or for any default or omission for which a mortgagee-in-possession might be liable.

 

8  FURTHER ASSURANCES
 

8.1  The Chargor shall execute and do all such assurances, acts and things as the Chargees in their absolute discretion may require for:

 8.1.1  creating, perfecting, protecting or ensuring the priority of the Security Interest hereby created (or intended to be created);
 

 8.1.2  preserving or protecting any of the rights of the Chargees under this Charge;
 

 8.1.3  ensuring that the security constituted by this Charge and the covenants and obligations of the Chargor under this Charge shall inure to the benefit of any assignee of the Chargees;
 

 8.1.4  facilitating the appropriation or realisation of the Charged Property or any part thereof; or
 

 8.1.5  exercising any power, authority or discretion vested in the Chargees under this Charge,

  in any such case forthwith upon demand by the Chargees and at the expense of the Chargor.

 



 

8.2  Without limitation to the generality of Clause 8.1, the Chargor covenants with the Chargees that it will on demand of the Chargees procure any amendment to the memorandum and articles of association of the
Company necessary or, in the opinion of the Chargees desirable, in order to give effect to the terms of this Charge or any documents or transactions provided for herein.

 

9  INDEMNITIES
 

9.1  The Chargor will indemnify and save harmless the Chargees and each agent or attorney appointed under or pursuant to this Charge from and against any and all expenses, claims, liabilities, losses, taxes, costs,
duties, fees and charges properly and reasonably suffered, incurred or made by the Chargees or such agent or attorney:

 9.1.1  in the exercise or purported exercise of any rights, powers or discretions vested in them pursuant to this Charge;
 

 9.1.2  in the preservation or enforcement of the Chargees’ rights under this Charge or the priority thereof;
 

 9.1.3  on the release of any part of the Charged Property from the security created by this Charge; or
 

 9.1.4  as a result, directly or indirectly of any breach by the Chargor of any covenant or other obligation under this Charge.

  and the Chargees or such agent or attorney may retain and pay all sums in respect of the same out of money received under the powers conferred by this Charge. All amounts recoverable by the Chargees or
such agent or attorney or any of them shall be recoverable on a full indemnity basis.

 

9.2  If, under any applicable law or regulation, and whether pursuant to a judgment being made or registered against the Chargor or the bankruptcy or liquidation of the Chargor or for any other reason any payment
under or in connection with this Charge is made or falls to be satisfied in a currency (the “Payment Currency”) other than the currency in which such payment is due under or in connection with this Charge (the
“Contractual Currency”), then to the extent that the amount of such payment actually received by the Chargees when converted into the Contractual Currency at the rate of exchange, falls short of the amount
due under or in connection with this Charge, the Chargor, as a separate and independent obligation, shall indemnify and hold harmless the Chargees against the amount of such shortfall. For the purposes of this
clause, “rate of exchange” means the rate at which the Chargees is able on or about the date of such payment to purchase the Contractual Currency with the Payment Currency and shall take into account any
premium and other costs of exchange with respect thereto.

 

10  POWER OF ATTORNEY
 

10.1  The Chargor, by way of security and in order more fully to secure the performance of its obligations hereunder, pursuant to the Power of Attorney Law (1996 Revision) hereby irrevocably appoints each of the
Chargees and the persons deriving title under it jointly and also severally to be its attorney:

 



 

 10.1.1  to execute and complete in favour of the Chargees or its nominees or of any purchaser any documents which the Chargees may from time to time require for perfecting their title to or for vesting any of
the assets and property hereby charged or assigned to the Chargees or their nominees or in any purchaser and to give effectual discharges for payments;

 

 10.1.2  to take and institute on non-payment (if the Chargees in their sole discretion so decide) all steps and proceedings in the name of the Chargor or of the Chargees for the recovery of such moneys, property
and assets hereby charged and to agree accounts;

 

 10.1.3  to make allowances and give time or other indulgence to any surety or other person liable;
 

 10.1.4  otherwise generally to act for it and in its name and on its behalf; and
 

 10.1.5  to sign, execute, seal and deliver and otherwise perfect and do any such legal assignments and other assurances, charges, authorities and documents over the moneys, property and assets hereby charged,
and all such deeds, instruments, acts and things (including, without limitation, those referred to in Clause 8) which may be required for the full exercise of all or any of the powers conferred or which
may be deemed proper on or in connection with any of the purposes aforesaid.

10.2  The power hereby conferred shall be a general power of attorney and the Chargor hereby ratifies and confirms and agrees to ratify and confirm any instrument, act or thing which any such attorney may execute
or do. In relation to the power referred to herein, the exercise by any of the Chargees of such power shall be conclusive evidence of its right to exercise the same.

 

11  EXPENSES
 

11.1  The Chargor shall pay to the Chargees on demand all costs, fees and expenses (including but not limited to legal fees and expenses) and taxes thereon incurred by the Chargees or for which the Chargees may
become liable in connection with:

 11.1.1  the negotiation, preparation and execution of this Charge;
 

 11.1.2  the preserving or enforcing of, or attempting to preserve or enforce, any of its rights under this Charge or the priority hereof;
 

 11.1.3  any variation of, or amendment or supplement to, any of the terms of this Charge; and/or
 

 11.1.4  any consent or waiver required from the Chargees in relation to this Charge,

  and in any case referred to in Clauses 11.1.3 and 11.1.4 regardless of whether the same is actually implemented, completed or granted, as the case may be.

 



 

11.2  The Chargor shall pay promptly any stamp, documentary and other like duties and taxes to which this Charge may be subject or give rise and shall indemnify the Chargees on demand against any and all
liabilities with respect to or resulting from any delay or omission on the part of the Chargor to pay any such duties or taxes.

 

12  NOTICES

Any notice required to be given hereunder shall be in writing in the English language and shall be served by sending the same by prepaid recorded post, facsimile or by delivering the same by hand to the address of the
Party or Parties in question as set out below (or such other address as such Party or Parties shall notify the other Parties of in accordance with this clause). Any notice sent by post as provided in this clause shall be
deemed to have been served five Business Days after despatch and any notice sent by facsimile as provided in this clause shall be deemed to have been served at the time of despatch and in proving the service of the
same it will be sufficient to prove in the case of a letter that such letter was properly stamped, addressed and placed in the post; and in the case of a facsimile that such facsimile was duly despatched to a current
facsimile number of the addressee.

Chargor
Notable Enterprise Limited
P.O. Box 957
Offshore Incorporations Centre
Road Town, Tortola
British Virgin Islands
Attention: Mr. Bona Lau

Chargees:
If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Fax: 86-10-6505-3796
Attention: Ms. Shirley Chen

If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Fax: 86-10-8529-9877
Attention: Mr. Feng Xiao

With a copy to:

 



 

Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Mr. Show-Mao Chen, Esq.

If to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel: 852-2905-1166
Fax: 852-2905-1555
Attention: Ms. Elaine Zong

With a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel: 86-10-6535-5500
Fax: 86-10-6505-5522
Attention: Mr. Peter X. Huang

13  ASSIGNMENTS
 

13.1  This Charge shall be binding upon and shall inure to the benefit of the Chargor and the Chargees and each of their respective successors and (subject as hereinafter provided) assigns and references in this
Charge to any of them shall be construed accordingly.

 

13.2  The Chargor may not assign or transfer all or any part of its rights and/or obligations under this Charge.
 

13.3  The Chargees may not assign or transfer all or any part of its rights or obligations under this Charge to any assignee or transferee without the consent of the Chargor, such consent not to be unreasonably
withheld, provided that no such consent shall be required if an Event of Default affecting the Chargor has occurred and is continuing. The Chargees shall notify the Chargor promptly following any such
assignment or transfer.

 



 

14  MISCELLANEOUS
 

14.1  The Chargees, at any time and from time to time, may delegate by power of attorney or in any other manner to any person or persons all or any of the powers, authorities and discretions which are for the time
being exercisable by the Chargees under this Charge in relation to the Charged Property or any part thereof. Any such delegation may be made upon such terms and be subject to such regulations as the
Chargees may think fit. The Chargees shall not be in any way liable or responsible to the Chargor for any loss or damage arising from any act, default, omission or misconduct on the part of any such delegate
provided the Chargees has acted reasonably in selecting such delegate.

 

14.2  If any of the clauses, conditions, covenants or restrictions of this Charge or any deed or document emanating from it shall be found to be void but would be valid if some part thereof were deleted or modified,
then such clause, condition, covenant or restriction shall apply with such deletion or modification as may be necessary to make it valid and effective.

 

14.3  This Charge (together with any documents referred to herein) constitutes the whole agreement between the Parties relating to its subject matter and no variations hereof shall be effective unless made in writing
and signed by each of the Parties.

 

14.4  The headings in this Charge are inserted for convenience only and shall not affect the construction of this Charge.
 

14.5  This Charge may be executed in counterparts each of which when executed and delivered shall constitute an original but all such counterparts together shall constitute one and the same instrument.
 

14.6  To the maximum extent permitted under applicable laws, the Chargor hereby waives any immunity under the laws applicable to the Chargor, whether characterised as sovereign immunity or otherwise, from any
legal proceedings to enforce this Charge in respect of itself or its property.

 

15  LAW AND JURISDICTION

This Charge shall be governed by and construed in accordance with the laws of the Cayman Islands and the Parties hereby irrevocably submit to the non-exclusive jurisdiction of the courts of Hong Kong, provided that
nothing in this clause shall affect the rights of the Chargees to serve process in any manner permitted by law or limit the rights of the Chargees to take proceedings with respect to this Charge against the Chargor in any
jurisdiction nor shall the taking of proceedings with respect to this Charge in any jurisdiction preclude the Chargees from taking proceedings with respect to this Charge in any other jurisdiction, whether concurrently or
not.
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IN WITNESS whereof the parties hereto have caused this Charge to be duly executed as a Deed the day and year first before written.
   
The Common Seal of  ) 
NOTABLE ENTERPRISE LIMITED  ) 
was hereunto affixed in the  ) 
presence of:  ) 
     
By: /s/ Bona Lau   
 

 

 

Name: Bona Lau
Title: Director  

 

     
By: /s/ Shi Bo Tao   
 

 

 

Name: Shi Bo Tao
(Witness)  
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Executed as a deed by  ) 
For and on behalf of  ) 
CICC SUN COMPANY LIMITED  ) 
in the presence of:-  ) 
     
By: /s/ Shirley Chen   
  

 

Name: Shirley Chen   
  Title: Director   
     
By: /s/ Xin, Jie   
  

 

Name: Xin, Jie   
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Executed as a deed by  ) 
For and on behalf of  ) 
CARLYLE ASIA GROWTH PARTNERS III, L.P.  ) 
in the presence of:-  ) 

By: CAGP General Partner, L.P., as its General Partner

By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By: /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   
   
Executed as a deed by  ) 
For and on behalf of  ) 
CAGP III CO-INVESTMENT, L.P.  ) 
in the presence of:-  ) 

BY: CAGP General Partner, L.P., as its General Partner

BY: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By: /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   
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Executed as a deed by  ) 
For and on behalf of  ) 
STARR INVESTMENTS CAYMAN II, INC.  ) 
in the presence of:-  ) 
     
By: /s/ Michael Horvath   
  

 

Name: Michael Horvath   
  Title: Director   
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Exhibit 4.14

Dated this 10th day of November, 2008

BY :

Thousand Ocean Group Limited

IN FAVOUR OF:

CICC Sun Company Limited

Carlyle Asia Growth Partners III, L.P.

CAGP III Co-Investment, L.P.

Starr Investments Cayman II, Inc.

 

SHARE CHARGE

 

Conyers Dill & Pearman
Barristers & Attorneys

Cayman Islands

 



 

THIS SHARE CHARGE is made on the 10th day of November, 2008

BY:

(1) Thousand Ocean Group Limited, a company incorporated under the laws of the British Virgin Islands (the “Chargor”);

IN FAVOUR OF:

(2) CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(3) Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(4) CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, and together with CAGP, “Carlyle”);
 

(5) Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, and together with CICC and Carlyle, the “Chargees”).

WHEREAS:

(A) By a share subscription agreement dated October 10, 2008, as amended on October 20, 2008 (the “Share Subscription Agreement”) made between, inter alia, the Chargor, the Chargees, the Company (as defined
below) and other parties specified therein, the Chargees subscribed for series B redeemable convertible preferred shares of par value US$0.01 each of the Company (the “Series B Shares”) on the terms and
conditions therein set out.

 

(B) As security for the obligations of the Chargor under Article 3 of the Share Subscription Agreement, the Chargor has agreed to charge, inter alia, its interest in certain of the shares beneficially owned by the Chargor
in Concord Medical Services Holdings Limited, a company incorporated under the laws of the Cayman Islands (the “Company”).

 

(C) The Company is authorised to issue 5,000,000 shares of a par value of US$0.01 each of which 4,500,000 shares are designated as ordinary shares (the “Ordinary Shares”), 200,000 are series A redeemable
convertible preferred shares (the “Series A Shares”) and 300,000 are Series B Shares. 32,624 Ordinary Shares have been issued to and fully paid by, and are beneficially owned by and registered in the name of, the
Chargor.

 

(D) Pursuant to Section 7.07(b) of the Share Subscription Agreement, the Chargor shall execute this Charge in favour of the Chargees and the same is executed by the Chargor in consideration of the Chargees agreeing
to enter into the Share Subscription Agreement and for other good and valuable consideration (the sufficiency of which the Chargor hereby acknowledges).

 



 

NOW THIS CHARGE WITNESSES as follows:

1 INTERPRETATION

1.1 In this Charge, unless the context otherwise requires, the following words and expressions shall have the following meanings:
   
“Aggregate Ownership”  has the meaning specified in the Shareholders’ Agreement;
   
“Business Day”  has the meaning specified in the Share Subscription Agreement;
   
“Charge”  means this share charge;
   
“Charged Property”

 

means all of the Charged Shares and all dividends or other distributions, interest and other moneys paid or payable after the date hereof in connection
therewith and all interests in and all rights accruing at any time to or in respect of all or any of the Charged Shares and all and any other property that may at
any time be received or receivable by or otherwise distributed to the Chargor in respect of or in substitution for, or in addition to, or in exchange for, or on
account of, any of the foregoing, including, without limitation, any shares or other securities resulting from the division, consolidation, change, conversion or
reclassification of any of the Charged Shares, or the reorganization or amalgamation of the Company with any other body corporate, or the occurrence of any
event which results in the substitution or exchange of the Charged Shares;

   
“Charged Shares”  means 6,525 Ordinary Shares of the Company registered in the name of the Chargor as legal and beneficial owner thereof;
   
“Closing Date”  has the meaning specified in the Share Subscription Agreement;
   
“Controlling Shareholders”  has the meaning specified in the Share Subscription Agreement;
   
“Event of Default”  means the failure by the Chargor to satisfy the Secured Obligations with respect to the Chargees or any of them;
   
“Fully Diluted”  has the meaning specified in the Share Subscription Agreement;
   
“Group Company”  has the meaning specified in the Share Subscription Agreement;

 



 

   
“Ordinary Shares”  ordinary shares of par value US$0.01 each of the Company;
   
“Parties”  means the parties to this Charge collectively; “Party” means any one of them;
   
“Pre-Closing Offshore 
Acquisition”  

has the meaning specified in Clause 3.1.1;

   
“Secured Obligations”  means the obligations of the Chargor to deliver Ordinary Shares to the Chargees or any of them as specified in Clause 3.1;
   
“Security Interest”  means any charge, mortgage, pledge, lien, security interest or other encumbrance;
   
“Security Period”

 

means the period commencing on the date of execution of this Charge and terminating upon the earliest to occur of (i) November 10, 2014, (ii) the date on
which Aggregate Ownership of Ordinary Shares by each Chargee is less than 20% of such Chargee’s Initial Ownership (as defined in the Shareholders’
Agreement) of Ordinary Shares and (iii) the date on which a Singapore law firm delivers a legal opinion to the Chargees, in form and substance satisfactory to
each Chargee, with respect to the issuance of Ordinary Shares to certain Controlling Shareholder Holding Companies (as defined in the Share Subscription
Agreement) in August 2008;

   
“Shareholders’ Agreement”

 
means the Amended and Restated Shareholders’ Agreement dated October 20, 2008 by and among the Company, the Chargor, the Chargees and other parties
specified therein; and

   
“Third-Party Transferee”  has the meaning specified in Clause 3.1.1.

1.2 In this Charge unless the context otherwise requires:

 1.2.1  references to statutory provisions shall be construed as references to those provisions as amended or re-enacted or as their application is modified by other provisions from time to time and shall include
references to any provisions of which they are re-enactments (whether with or without modification);

 

 1.2.2  references to clauses and schedules are references to clauses hereof and schedules hereto; references to sub-clauses or paragraphs are, unless otherwise stated, references to sub-clauses of the clauses
hereof or paragraphs of the schedule in which the reference appears;

 



 

 1.2.3  references to the singular shall include the plural and vice versa and references to the masculine shall include the feminine and/or neuter and vice versa; and
 

 1.2.4  references to persons shall include companies, partnerships, associations and bodies of persons, whether incorporated or unincorporated;
 

 1.2.5  references to assets include property, rights and assets of every description;
 

 1.2.6  references to any document are to be construed as references to such document as amended or supplemented from time to time; and
 

 1.2.7  the rights, interests and obligations of the Chargees hereunder are joint and are exercisable by the Chargees collectively.

2 CHARGOR’S REPRESENTATIONS AND WARRANTIES

The Chargor hereby represents and warrants to the Chargees that:

2.1 the authorised share capital of the Company consists of the shares described in Recital (C) hereof and such shares are beneficially owned and registered as described in the said recital;
 

2.2 the Chargor is a company duly organised, validly existing and in good standing under the laws of the British Virgin Islands;
 

2.3 entry into this Charge by the Chargor and enforcement hereof by the Chargees will not contravene the terms of any agreement to which the Chargor is bound or to which the Charged Shares are subject or the
memorandum and articles of association of the Company;

 

2.4 the Chargor is the legal and beneficial owner of all of the Charged Property free from any Security Interest (other than those created by this Charge) and any options or rights of pre-emption and the Charged Shares
are fully paid up and are not and will not be liable to any future call, assessment or demand of any sort;

 

2.5 the Charged Shares are duly authorised, validly issued and fully paid;
 

2.6 no moneys or liabilities are outstanding or payable with respect to the Charged Shares;
 

2.7 the Chargor has full power and authority (i) to be the legal and beneficial owner of the Charged Property, (ii) to execute and deliver this Charge and (iii) to comply with the provisions of, and perform all its
obligations under, this Charge;

 

2.8 this Charge creates those Security Interests it purports to create and is not liable to be avoided or otherwise set aside on liquidation, administration or otherwise;
 

2.9 this Charge constitutes the Chargor’s legal, valid and binding obligations enforceable against the Chargor in accordance with its terms except as such enforcement may be limited by any relevant bankruptcy,
insolvency, administration or similar laws affecting creditors’ rights generally;

 



 

2.10 the entry into and performance by the Chargor of this Charge does not violate (i) any law or regulation of any governmental or official authority, or (ii) any agreement, contract or other undertaking to which the
Chargor is a party or which is binding upon the Chargor or any of its assets;

 

2.11 other than registration of this Charge in the register of charges of the Chargor in accordance with the requirements of the BVI Business Companies Act, 2004, no authorisation, approval or other action by, and no
notice to or filing with, any governmental authority or regulatory body is required for either the grant by the Chargor of the Security Interests purported to be created in favour of the Chargee under this Charge; or
the exercise by the Chargee of any rights or remedies in respect of the Charged Property (whether or not specifically granted or created under this Charge);

 

2.12 all consents, licences, approvals and authorisations required in connection with the entry into, performance, validity and enforceability of this Charge have been obtained and are in full force and effect;
 

2.13 the Chargor has taken all corporate and other action required to approve its execution, delivery and performance of this Charge; and
 

2.14 the Company is not a land holding corporation for the purposes of the Land Holding Companies Share Transfer Tax Law of the Cayman Islands.

3 CHARGOR’S COVENANTS

The Chargor hereby covenants with the Chargees:

3.1 to discharge all obligations and liabilities specified in Section 10.02(c)(vii) of the Share Subscription Agreement at the following times and in the following manner:

 3.1.1  if any Group Company is required to issue a number of Ordinary Shares to any person (a “Third-Party Transferee”) pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute
or litigation in connection with any acquisition by any Group Company of any person (other than persons established under the Laws of the PRC) which has been consummated prior to the Closing
Date (any “Pre-Closing Offshore Acquisition”) and the Controlling Shareholders, severally and jointly, fail to transfer such number of Ordinary Shares to such Third-Party Transferee in lieu of and on
behalf of such Group Company at the per share price and on the date set forth in such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, on the
Business Day immediately following such date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the aggregate number of Ordinary Shares required to be transferred to
such Third-Party Transferee pursuant to such judgment or settlement multiplied by (y) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment
date and the denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis;

 

 3.1.2  if any Group Company is required to make any payment in cash to any person pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute or litigation in connection with any
Pre-Closing Offshore Acquisition and

 



 

   the Controlling Shareholders, severally and jointly, fail to make such payment in lieu of and on behalf of such Group Company by the payment time set forth in such judgment or settlement, the
Chargor shall, severally and jointly with other Controlling Shareholders, within 10 Business Days following such payment date, transfer free of charge a number of Ordinary Shares to each Chargee
equal to (x) the amount of such payment in US dollars (based on the “noon buying rate” for purchases of any currency other than US dollars on such payment date published by the Federal Reserve
Bank of New York) divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis on such payment date as determined by the Controlling Shareholders and the Chargees
by mutual agreement or if such mutual agreement cannot be reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within
10 Business Days following such payment date multiplied by (z) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment date and the
denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis; and

 

 3.1.3  if any Group Company incurs or suffers any damages arising out of any claim, dispute or litigation in connection with any Pre-Closing Offshore Acquisition, other than those damages described in
Clauses 3.1.1 and 3.1.2, and the Controlling Shareholders, severally and jointly, fail to indemnify the Company pursuant to Section 10.02(c)(vii) of the Share Subscription Agreement by the date of
such incurrence or suffering, the Chargor shall, severally and jointly with other Controlling Shareholders, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the amount of
such damages expressed in US dollars divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis calculated as set forth above in Clause 3.1.2 multiplied by (z) a ratio,
the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such date and the denominator of which is the outstanding number of Ordinary Shares on such date,
calculated on a Fully-Diluted basis, in each case of sub-clause (x) and (y) as determined by the Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be
reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within 10 Business Days following such date;

the obligations in Clauses 3.1.1, 3.1.2 and 3.1.3 collectively, the “Secured Obligations”.

3.2 that the Chargor will on demand of the Chargees and at the expense of the Chargor, execute and deliver to the Chargees or to such person or persons as the Chargees may nominate such additional charge or charges
of the Charged Property (or any part thereof) for the purpose of further securing the payment and discharge of all Secured Obligations, each such additional charge to be in such form as the Chargees may
reasonably require;

 

3.3 that the Chargor shall, on request of the Chargees, provide to the Chargees immediately on receipt by the Chargor a copy of all notices, written consents, reports, accounts, circulars and other communications
issued by the Company or by any third party in respect of the Charged Shares;

 

3.4 that the Chargor will not without the prior written consent of the Chargees:

 



 

 3.4.1  permit any person other than the Chargor, the Chargees or any transferee nominated by the Chargees on enforcement of this Charge to be the registered holder of any of the Charged Shares;
 

 3.4.2  permit any variation of the rights attaching to the Charged Shares;
 

 3.4.3  take or permit any action which might result in an increase or reduction in the authorised share capital of the Company or the number of shares that the Company is authorised to issue or the issued
share or share capital of the Company;

 

 3.4.4  permit the Company to be continued to another jurisdiction outside of the Cayman Islands;
 

 3.4.5  effect or permit the appointment of any new or further directors or officers of the Company;
 

 3.4.6  permit any scheme of arrangement, merger, amalgamation or other reorganisation applicable to the Company; or
 

 3.4.7  save in accordance with Clause 8.2, permit any amendment to the memorandum or articles of association of the Company without prior written consent of the Chargees.

4 SECURITY

4.1 In consideration of the Chargees agreeing to enter into the Share Subscription Agreement and as a continuing security for the Secured Obligations, the Chargor as legal and beneficial owner hereby assigns and
agrees to assign to the Chargees jointly all benefits present and future, actual and contingent accruing in respect of the Charged Property and all the Chargor’s right, title and interest to and in the Charged Property
including (without limitation) all voting and other consensual powers pertaining to the Charged Shares and hereby charges and agrees to charge in favour of the Chargees jointly all of its interest in the Charged
Property by way of a first fixed charge.

 

4.2 The Chargor hereby agrees to deliver, or cause to be delivered, to the Chargees on the date hereof:

 4.2.1  duly executed undated share transfers in respect of the Charged Shares in favour of the Chargees or their nominees in the form set out in Schedule I;
 

 4.2.2  an executed undated irrevocable proxy made in respect of the Charged Shares in favour of the Chargees in respect of all general meetings of the Company in the form set out in Schedule II;
 

 4.2.3  all original share certificates representing, and all other documents, title or evidence of, ownership in relation to the Charged Shares;
 

 4.2.4  signed, but undated resolutions of the board of directors of the Company in the form set out in Schedule III; and

 



 

 4.2.5  an executed undertaking from the Company to register transfers of the Charged Shares to the Chargees or their nominees in the form set out in Schedule IV dated as of the date hereof (the
“Undertaking”).

4.3 The Chargees shall be entitled to:

 4.3.1  continue to hold any document delivered to them pursuant to Clauses 4.2.1 through 4.2.5 above until the Charged Shares are released from this Charge and if, for any reason, they release any such
document to the Chargor before such time, they may by notice to the Chargor require that such document be redelivered to them and the Chargor shall promptly comply with that requirement or procure
that it is complied with; and

 

 4.3.2  at any time after the Security Interest has become enforceable as provided in Clause 7, subject to the limitation set out in Clause 7.1, complete any document delivered to them pursuant to Clauses
4.2.1 through 4.2.5 above in favour of, and register any Charged Share in the names of the Chargees or such other person as they shall select, and the Chargor shall promptly take or procure the taking
by all such other persons (including, without limitation, the secretary of the Company) any other action and execute and deliver to the Chargees any other document (in form and substance reasonably
satisfactory to each Chargee) which may be reasonably requested by the Chargees in order to enable the Chargees or such other person as they shall select to be registered as the owner of, or otherwise
obtain legal title to, any Charged Share; this includes procuring that:

 (A)  those share transfers are duly registered in the shareholder register of the Company; and
 

 (B)  share certificates in the name of the Chargees or such other person as they shall select are delivered to the Chargees.

4.4 The Chargor will deliver, or cause to be delivered, to the Chargees immediately upon the issue of any further Charged Shares, the items listed in Clauses 4.2.1 through 4.2.5 (if the documents already provided are
not sufficient to cover the further Charged Shares) in respect of all such further Charged Shares.

 

4.5 The Chargor hereby covenants that during the Security Period it will remain the legal and the beneficial owner of the Charged Property (subject only to the Security Interests hereby created) and that it will not:

 4.5.1  create or suffer the creation of any Security Interests (other than those created by this Charge) on or in respect of the whole of any part of the Charged Property or any of its interest therein; or
 

 4.5.2  sell, assign, transfer or otherwise dispose of any of its interest in the Charged Property (other than with respect to the dividend or distribution payments described in Clause 5.1.2); or

 



 

 4.5.3  do or cause or permit to be done anything which may in any way affect, depreciate, jeopardize or otherwise prejudice the market value of the Charged Shares or its rights with respect thereto;
 

 4.5.4  vote in respect of the Charged Shares or receive any dividends or other distributions paid by the Company in respect of the Charged Shares,

     in any such case without the prior consent in writing of the Chargees.

4.6 During the Security Period, the Chargor shall remain liable to perform all the obligations assumed by it in relation to the Charged Property and the Chargees shall be under no obligation of any kind whatsoever in
respect thereof or be under any liability whatsoever in the event of any failure by the Chargor to perform its obligations in respect thereof.

 

4.7 Upon the Chargees being satisfied that the Secured Obligations have been unconditionally and irrevocably paid and discharged in full or upon the expiry of the Security Period, and following a written request
therefor from the Chargor, the Chargees will, subject to being indemnified to each of their respective reasonable satisfaction for the costs and expenses incurred by the Chargees in connection therewith, release the
Charged Shares (if any as the case may be) and security constituted by this Charge.

5 DEALINGS WITH CHARGED PROPERTY

5.1 Unless and until an Event of Default has occurred:

 5.1.1  the Chargor shall be entitled to exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof for all purposes not inconsistent with the terms of this Charge;
 

 5.1.2  the Chargor shall be entitled to receive and retain any dividends, interest or other moneys or assets accruing on or in respect of the Charged Property or any part thereof; and
 

 5.1.3  the Chargor shall be entitled to receive all notices pertaining to the Charged Shares.

5.2 The Chargor shall pay all calls, instalments or other payments, and shall discharge all other obligations, which may become due in respect of any of the Charged Property and in an Event of Default, the Chargees
may, if they think fit, make such payments or discharge such obligations on behalf of the Chargor. Any sums so paid by the Chargees in respect thereof shall be repayable on demand and, pending such repayment,
shall constitute part of the Secured Obligations.

 

5.3 The Chargees shall not have any duty to ensure that any dividends, interest or other moneys and assets receivable in respect of the Charged Property are duly and punctually paid, received or collected as and when
the same become due and payable or to ensure that the correct amounts (if any) are paid or received on or in respect of the Charged Property or to ensure the taking up of any (or any offer of any) stocks, shares,
rights, moneys or other property paid, distributed, accruing or offered at any time by way of

 



 

  redemption bonus, rights, preference, or otherwise on or in respect of, any of the Charged Property.
 
5.4 The Chargor hereby authorises the Chargees to arrange at any time and from time to time (whether before or after the occurrence of an Event of Default) for the Charged Property or any part thereof to be registered

in the name of the Chargees (or their nominees) thereupon to be held as so registered subject to the terms of this Charge.

6 PRESERVATION OF SECURITY

6.1 It is hereby agreed and declared that:

 6.1.1  the security created by this Charge shall be held by the Chargees as a continuing security for the payment and discharge of the Secured Obligations and the security so created shall not be satisfied by
any intermediate payment or satisfaction of any part of the Secured Obligations;

 

 6.1.2  the Chargees shall not be bound to enforce any other security before enforcing the security created by this Charge;
 

 6.1.3  no delay or omission on the part of the Chargees in exercising any right, power or remedy under this Charge shall impair such right, power or remedy or be construed as a waiver thereof nor shall any
single or partial exercise of any such right, power or remedy preclude any further exercise thereof or the exercise of any other right, power or remedy. The rights, powers and remedies herein provided
are cumulative and not exclusive of any rights, powers and remedies provided by law and may be exercised from time to time and as often as the Chargees may deem expedient; and

 

 6.1.4  any waiver by the Chargees of any terms of this Charge shall only be effective if given in writing and then only for the purpose and upon the terms for which it is given.

6.2 Any settlement or discharge under this Charge between the Chargees and the Chargor shall be conditional upon no security or payment to the Chargees by the Company or the Chargor or any other person being
avoided or set-aside or ordered to be refunded or reduced or if the aforesaid security or payment to the Chargees is adversely affected by virtue of any provision or enactment relating to bankruptcy, insolvency,
administration or liquidation for the time being in force and, if such condition is not satisfied, the liability of the Chargor under this Charge shall be reinstated or continue and the Chargees shall be entitled to
recover from the Chargor on demand the value of such security or the amount of any such payment as if such settlement or discharge had not occurred.

 

6.3 The rights of the Chargees under this Charge and the Security Interest hereby constituted shall not be affected by any act, omission, matter or thing which, but for this provision, might operate to impair, affect or
discharge such rights and security, in whole or in part, including without limitation, and whether or not known to or discoverable by the Company, the Chargor, the Chargees or any other person:

 6.3.1  any time or waiver granted to or composition with the Company or any other person;

 



 

 6.3.2  the taking, variation, compromise, renewal or release of or refusal or neglect to perfect or enforce any rights, remedies or securities against the Company or any other person;
 

 6.3.3  any legal limitation, disability, incapacity or other circumstances relating to the Company or any other person;
 

 6.3.4  any amendment or supplement to the Share Subscription Agreement or any other document or security;
 

 6.3.5  the dissolution, liquidation, amalgamation, reconstruction or reorganisation of the Company or any other person;
 

 6.3.6  the unenforceability, invalidity or frustration of any obligations of the Company or any other person under the Share Subscription Agreement or any other document or security; or
 

 6.3.7  any non-observance of any formality or other requirements in respect of any other instrument or any failure to realise the full value of any other security.

6.4 Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargor shall not by virtue
of any payment made hereunder on account of the Secured Obligations or by virtue of any enforcement by the Chargees of their rights under, or the security constituted by, this Charge or by virtue of any
relationship between or transaction involving, the Chargor and the Company (whether such relationship or transaction shall constitute the Chargor a creditor of the Company, a guarantor of the obligations of the
Company or a party subrogated to the rights of others against the Company or otherwise howsoever and whether or not such relationship or transaction shall be related to, or in connection with, the subject matter
of this Charge):

 6.4.1  exercise any rights of subrogation in relation to any rights, security or moneys held or received or receivable by the Chargees or any person;
 

 6.4.2  exercise any right of contribution from any co-surety liable in respect of the Second Obligation under any other guarantee, security or agreement;
 

 6.4.3  exercise any right of set-off or counterclaim against the Chargees, the Company or any such co-surety;
 

 6.4.4  receive, claim or have the benefit of any payment, distribution, security or indemnity from the Company or any such co-surety; or
 

 6.4.5  unless so directed by the Chargees (when the Chargor will prove in accordance with such directions), claim as a creditor of the Company or any such co-surety in competition with the Chargees.

The Chargor shall hold in trust for the Chargees and forthwith pay or transfer (as appropriate) to the Chargees any such payment (including an amount equal to any such set-off), distribution (other than such
dividend or distribution payments described in

 



 

Clause 5.1.2) or benefit of such security, indemnity or claim in fact received by the Chargor.

6.5 Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargees may at any time
keep in a separate account or accounts (without liability to pay interest thereon) in the name of the Chargees for as long as they may think fit, any moneys received, recovered or realised under this Charge or under
any other guarantee, security or agreement relating in whole or in part to the Secured Obligations without being under any intermediate obligation to apply the same or any part thereof in or towards the discharge
of such amount.

7 ENFORCEMENT OF SECURITY

7.1 Upon the occurrence of an Event of Default or a demand being made by the Chargees for the satisfaction of the Secured Obligations with respect to the Chargees or any of them, the Security Interest hereby
constituted shall become immediately enforceable by the Chargees and the Chargees may, at any time, without further notice to or consultation with or consent of the Chargor:

 7.1.1  solely and exclusively exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof and may exercise such powers in such manner as the Chargees may think fit;
 

 7.1.2  receive and retain all dividends, interest, distributions or other moneys or assets accruing on or in respect of the Charged Property or any part thereof, and any such dividends, interest, distributions or
other moneys or assets received by the Chargor after such time shall be held in trust by the Chargor for the Chargees and paid or transferred to the Chargees on demand;

 

 7.1.3  if the Chargees elect to, sell, transfer, grant options over or otherwise dispose of the Charged Property or any part thereof at such place and in such manner and at such price or prices as the Chargees
may deem fit;

 

 7.1.4  complete the undated blank share transfer forms delivered to the Chargees pursuant to Clause 4.2.1 by dating the same and inserting their names or the names of their nominees as transferees;
 

 7.1.5  complete the undated resolutions of the board of directors of the Company delivered to the Chargees pursuant to Clause 4.2.4 by dating the same and inserting the names of the transferees and the
number of Ordinary Shares to be transferred; and/or

 

 7.1.6  complete the undated irrevocable proxy delivered to the Chargees pursuant to Clause 4.2.2 by dating the same and inserting the names and addresses of all Chargees or the names and addresses of their
respective nominees;

PROVIDED THAT notwithstanding any other provision of this Charge, the Chargees may only exercise their rights under Clauses 7.1.5 and 7.1.6 in respect of such number of Charged Shares not exceeding the
aggregate number of Ordinary Shares that the Chargor has failed to transfer (the “Default Shares”) to the Chargees or any of them under Clause

 



 

3.1 in satisfaction of the Secured Obligations with respect to all and/or any of the Chargees.

7.2 The Chargees shall not be obliged to make any enquiry as to the nature or sufficiency of any payment received by them under this Charge or to make any claim or to take any action to collect any moneys assigned
by this Charge or to enforce any rights or benefits assigned to the Chargees by this Charge or to which the Chargees may at any time be entitled hereunder.

 

7.3 Upon any sale by the Chargees of the Charged Property or any part thereof by the Chargees, the purchaser shall not be bound to see or enquire whether the Chargees’ power of sale has become exercisable in the
manner provided in this Charge and the sale shall be deemed to be within the power of the Chargees, and the receipt of the Chargees for the purchase money shall effectively discharge the purchaser who shall not
be concerned with the manner of application of the proceeds of sale or be in any way answerable therefor.

 

7.4 Neither the Chargees nor their agents, managers, officers, employees, delegates or advisers shall be liable for any claim, demand, liability, loss, damage, cost or expense incurred or arising in connection with the
exercise or purported exercise of any rights, powers and discretions hereunder in the absence of fraud or dishonesty.

 

7.5 The Chargees shall not by reason of the taking of possession of the whole or any part of the Charged Property or any part thereof be liable to account as mortgagee-in-possession or for anything except actual
receipts or be liable for any loss upon realisation or for any default or omission for which a mortgagee-in-possession might be liable.

8 FURTHER ASSURANCES

8.1 The Chargor shall execute and do all such assurances, acts and things as the Chargees in their absolute discretion may require for:

 8.1.1  creating, perfecting, protecting or ensuring the priority of the Security Interest hereby created (or intended to be created);
 

 8.1.2  preserving or protecting any of the rights of the Chargees under this Charge;
 

 8.1.3  ensuring that the security constituted by this Charge and the covenants and obligations of the Chargor under this Charge shall inure to the benefit of any assignee of the Chargees;
 

 8.1.4  facilitating the appropriation or realisation of the Charged Property or any part thereof; or
 

 8.1.5  exercising any power, authority or discretion vested in the Chargees under this Charge,

in any such case forthwith upon demand by the Chargees and at the expense of the Chargor.

 



 

8.2 Without limitation to the generality of Clause 8.1, the Chargor covenants with the Chargees that it will on demand of the Chargees procure any amendment to the memorandum and articles of association of the
Company necessary or, in the opinion of the Chargees desirable, in order to give effect to the terms of this Charge or any documents or transactions provided for herein.

9 INDEMNITIES

9.1 The Chargor will indemnify and save harmless the Chargees and each agent or attorney appointed under or pursuant to this Charge from and against any and all expenses, claims, liabilities, losses, taxes, costs,
duties, fees and charges properly and reasonably suffered, incurred or made by the Chargees or such agent or attorney:

 9.1.1  in the exercise or purported exercise of any rights, powers or discretions vested in them pursuant to this Charge;
 

 9.1.2  in the preservation or enforcement of the Chargees’ rights under this Charge or the priority thereof;
 

 9.1.3  on the release of any part of the Charged Property from the security created by this Charge; or
 

 9.1.4  as a result, directly or indirectly of any breach by the Chargor of any covenant or other obligation under this Charge.

and the Chargees or such agent or attorney may retain and pay all sums in respect of the same out of money received under the powers conferred by this Charge. All amounts recoverable by the Chargees or such
agent or attorney or any of them shall be recoverable on a full indemnity basis.

9.2 If, under any applicable law or regulation, and whether pursuant to a judgment being made or registered against the Chargor or the bankruptcy or liquidation of the Chargor or for any other reason any payment
under or in connection with this Charge is made or falls to be satisfied in a currency (the “Payment Currency”) other than the currency in which such payment is due under or in connection with this Charge (the
“Contractual Currency”), then to the extent that the amount of such payment actually received by the Chargees when converted into the Contractual Currency at the rate of exchange, falls short of the amount due
under or in connection with this Charge, the Chargor, as a separate and independent obligation, shall indemnify and hold harmless the Chargees against the amount of such shortfall. For the purposes of this clause,
“rate of exchange” means the rate at which the Chargees is able on or about the date of such payment to purchase the Contractual Currency with the Payment Currency and shall take into account any premium and
other costs of exchange with respect thereto.

10 POWER OF ATTORNEY

10.1 The Chargor, by way of security and in order more fully to secure the performance of its obligations hereunder, pursuant to the Power of Attorney Law (1996 Revision) hereby irrevocably appoints each of the
Chargees and the persons deriving title under it jointly and also severally to be its attorney:

 



 

 10.1.1  to execute and complete in favour of the Chargees or its nominees or of any purchaser any documents which the Chargees may from time to time require for perfecting their title to or for vesting any of
the assets and property hereby charged or assigned to the Chargees or their nominees or in any purchaser and to give effectual discharges for payments;

 

 10.1.2  to take and institute on non-payment (if the Chargees in their sole discretion so decide) all steps and proceedings in the name of the Chargor or of the Chargees for the recovery of such moneys, property
and assets hereby charged and to agree accounts;

 

 10.1.3  to make allowances and give time or other indulgence to any surety or other person liable;
 

 10.1.4  otherwise generally to act for it and in its name and on its behalf; and
 

 10.1.5  to sign, execute, seal and deliver and otherwise perfect and do any such legal assignments and other assurances, charges, authorities and documents over the moneys, property and assets hereby charged,
and all such deeds, instruments, acts and things (including, without limitation, those referred to in Clause 8) which may be required for the full exercise of all or any of the powers conferred or which
may be deemed proper on or in connection with any of the purposes aforesaid.

10.2  The power hereby conferred shall be a general power of attorney and the Chargor hereby ratifies and confirms and agrees to ratify and confirm any instrument, act or thing which any such attorney may execute
or do. In relation to the power referred to herein, the exercise by any of the Chargees of such power shall be conclusive evidence of its right to exercise the same.

11 EXPENSES

11.1 The Chargor shall pay to the Chargees on demand all costs, fees and expenses (including but not limited to legal fees and expenses) and taxes thereon incurred by the Chargees or for which the Chargees may
become liable in connection with:

 

 11.1.1  the negotiation, preparation and execution of this Charge;
 

 11.1.2  the preserving or enforcing of, or attempting to preserve or enforce, any of its rights under this Charge or the priority hereof;
 

 11.1.3  any variation of, or amendment or supplement to, any of the terms of this Charge; and/or
 

 11.1.4  any consent or waiver required from the Chargees in relation to this Charge,
 

 and in any case referred to in Clauses 11.1.3 and 11.1.4 regardless of whether the same is actually implemented, completed or granted, as the case may be.

 



 

11.2 The Chargor shall pay promptly any stamp, documentary and other like duties and taxes to which this Charge may be subject or give rise and shall indemnify the Chargees on demand against any and all liabilities
with respect to or resulting from any delay or omission on the part of the Chargor to pay any such duties or taxes.

12 NOTICES

Any notice required to be given hereunder shall be in writing in the English language and shall be served by sending the same by prepaid recorded post, facsimile or by delivering the same by hand to the address of the
Party or Parties in question as set out below (or such other address as such Party or Parties shall notify the other Parties of in accordance with this clause). Any notice sent by post as provided in this clause shall be
deemed to have been served five Business Days after despatch and any notice sent by facsimile as provided in this clause shall be deemed to have been served at the time of despatch and in proving the service of the
same it will be sufficient to prove in the case of a letter that such letter was properly stamped, addressed and placed in the post; and in the case of a facsimile that such facsimile was duly despatched to a current
facsimile number of the addressee.

Chargor
Thousand Ocean Group Limited
P.O. Box 957
Offshore Incorporations Centre
Road Town, Tortola
British Virgin Islands
Attention: Mr. Jing Zhang

Chargees:
If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Fax: 86-10-6505-3796
Attention: Ms. Shirley Chen

If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Fax: 86-10-8529-9877
Attention: Mr. Feng Xiao

With a copy to:

 



 

Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Mr. Show-Mao Chen, Esq.

If to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel: 852-2905-1166
Fax: 852-2905-1555
Attention: Ms. Elaine Zong

With a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel: 86-10-6535-5500
Fax: 86-10-6505-5522
Attention: Mr. Peter X. Huang

13 ASSIGNMENTS

13.1 This Charge shall be binding upon and shall inure to the benefit of the Chargor and the Chargees and each of their respective successors and (subject as hereinafter provided) assigns and references in this Charge
to any of them shall be construed accordingly.

 

13.2 The Chargor may not assign or transfer all or any part of its rights and/or obligations under this Charge.
 

13.3 The Chargees may not assign or transfer all or any part of its rights or obligations under this Charge to any assignee or transferee without the consent of the Chargor, such consent not to be unreasonably withheld,
provided that no such consent shall be required if an Event of Default affecting the Chargor has occurred and is continuing. The Chargees shall notify the Chargor promptly following any such assignment or
transfer.

 



 

14 MISCELLANEOUS

14.1 The Chargees, at any time and from time to time, may delegate by power of attorney or in any other manner to any person or persons all or any of the powers, authorities and discretions which are for the time
being exercisable by the Chargees under this Charge in relation to the Charged Property or any part thereof. Any such delegation may be made upon such terms and be subject to such regulations as the Chargees
may think fit. The Chargees shall not be in any way liable or responsible to the Chargor for any loss or damage arising from any act, default, omission or misconduct on the part of any such delegate provided the
Chargees has acted reasonably in selecting such delegate.

 

14.2 If any of the clauses, conditions, covenants or restrictions of this Charge or any deed or document emanating from it shall be found to be void but would be valid if some part thereof were deleted or modified,
then such clause, condition, covenant or restriction shall apply with such deletion or modification as may be necessary to make it valid and effective.

 

14.3 This Charge (together with any documents referred to herein) constitutes the whole agreement between the Parties relating to its subject matter and no variations hereof shall be effective unless made in writing
and signed by each of the Parties.

 

14.4 The headings in this Charge are inserted for convenience only and shall not affect the construction of this Charge.
 

14.5 This Charge may be executed in counterparts each of which when executed and delivered shall constitute an original but all such counterparts together shall constitute one and the same instrument.
 

14.6 To the maximum extent permitted under applicable laws, the Chargor hereby waives any immunity under the laws applicable to the Chargor, whether characterised as sovereign immunity or otherwise, from any
legal proceedings to enforce this Charge in respect of itself or its property.

15 LAW AND JURISDICTION

This Charge shall be governed by and construed in accordance with the laws of the Cayman Islands and the Parties hereby irrevocably submit to the non-exclusive jurisdiction of the courts of Hong Kong, provided that
nothing in this clause shall affect the rights of the Chargees to serve process in any manner permitted by law or limit the rights of the Chargees to take proceedings with respect to this Charge against the Chargor in any
jurisdiction nor shall the taking of proceedings with respect to this Charge in any jurisdiction preclude the Chargees from taking proceedings with respect to this Charge in any other jurisdiction, whether concurrently or
not.
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IN WITNESS whereof the parties hereto have caused this Charge to be duly executed as a Deed the day and year first before written.
     
The Common Seal of   ) 
THOUSAND OCEAN GROUP LIMITED   ) 
was hereunto affixed in the   ) 
presence of:   ) 
     
By: /s/ Zhang Jing   
  

 

Name: Zhang Jing   
  Title: Director   
     
By: /s/ Shi Bo Tao   
  

 

Name: Shi Bo Tao   
  (Witness)   
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Executed as a deed by   ) 
For and on behalf of   ) 
CICC SUN COMPANY LIMITED   ) 
in the presence of:-   ) 
     
By: /s/ Shirley Chen   
  

 

Name: Shirley Chen   
  Title: Director   
     
By: /s/ Xin, Jie   
  

 

Name: Xin, Jie   
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Executed as a deed by   ) 
For and on behalf of   ) 
CARLYLE ASIA GROWTH PARTNERS III, L.P.   ) 
in the presence of:-   ) 

By: CAGP General Partner, L.P., as its General Partner

By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By: /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   
     
Executed as a deed by   ) 
For and on behalf of   ) 
CAGP III CO-INVESTMENT, L.P.   ) 
in the presence of:-   ) 

BY: CAGP General Partner, L.P., as its General Partner

BY: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By: /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   
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Executed as a deed by   ) 
For and on behalf of   ) 
STARR INVESTMENTS CAYMAN II, INC.   ) 
in the presence of:-   ) 
     
By: /s/ Michael Horvath   
  

 

Name: Michael Horvath   
  Title: Director   
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Exhibit 4.15

Dated this 10th day of November, 2008

BY :

Top Mount Group Limited

IN FAVOUR OF:

CICC Sun Company Limited

Carlyle Asia Growth Partners III, L.P.

CAGP III Co-Investment, L.P.

Starr Investments Cayman II, Inc.

 

SHARE CHARGE

 

Conyers Dill & Pearman
Barristers & Attorneys

Cayman Islands

 



 

THIS SHARE CHARGE is made on the 10th day of November, 2008

BY:

(1) Top Mount Group Limited, a company incorporated under the laws of the British Virgin Islands (the “Chargor”);

IN FAVOUR OF:

(2) CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(3) Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(4) CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, and together with CAGP, “Carlyle”);
 

(5) Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, and together with CICC and Carlyle, the “Chargees”).

WHEREAS:

(A) By a share subscription agreement dated October 10, 2008, as amended on October 20, 2008 (the “Share Subscription Agreement”) made between, inter alia, the Chargor, the Chargees, the Company (as defined
below) and other parties specified therein, the Chargees subscribed for series B redeemable convertible preferred shares of par value US$0.01 each of the Company (the “Series B Shares”) on the terms and
conditions therein set out.

 

(B) As security for the obligations of the Chargor under Article 3 of the Share Subscription Agreement, the Chargor has agreed to charge, inter alia, its interest in certain of the shares beneficially owned by the Chargor
in Concord Medical Services Holdings Limited, a company incorporated under the laws of the Cayman Islands (the “Company”).

 

(C) The Company is authorised to issue 5,000,000 shares of a par value of US$0.01 each of which 4,500,000 shares are designated as ordinary shares (the “Ordinary Shares”), 200,000 are series A redeemable
convertible preferred shares (the “Series A Shares”) and 300,000 are Series B Shares. 5,932 Ordinary Shares have been issued to and fully paid by, and are beneficially owned by and registered in the name of, the
Chargor.

 

(D) Pursuant to Section 7.07(b) of the Share Subscription Agreement, the Chargor shall execute this Charge in favour of the Chargees and the same is executed by the Chargor in consideration of the Chargees agreeing
to enter into the Share Subscription Agreement and for other good and valuable consideration (the sufficiency of which the Chargor hereby acknowledges).

 



 

NOW THIS CHARGE WITNESSES as follows:

1 INTERPRETATION

1.1 In this Charge, unless the context otherwise requires, the following words and expressions shall have the following meanings:
   
“Aggregate Ownership”  has the meaning specified in the Shareholders’ Agreement;
   
“Business Day”  has the meaning specified in the Share Subscription Agreement;
   
“Charge”  means this share charge;
   
“Charged Property”

 

means all of the Charged Shares and all dividends or other distributions, interest and other moneys paid or payable after the date hereof in connection therewith
and all interests in and all rights accruing at any time to or in respect of all or any of the Charged Shares and all and any other property that may at any time be
received or receivable by or otherwise distributed to the Chargor in respect of or in substitution for, or in addition to, or in exchange for, or on account of, any
of the foregoing, including, without limitation, any shares or other securities resulting from the division, consolidation, change, conversion or reclassification
of any of the Charged Shares, or the reorganization or amalgamation of the Company with any other body corporate, or the occurrence of any event which
results in the substitution or exchange of the Charged Shares;

   
“Charged Shares”  means 1,187 Ordinary Shares of the Company registered in the name of the Chargor as legal and beneficial owner thereof;
   
“Closing Date”  has the meaning specified in the Share Subscription Agreement;
   
“Controlling Shareholders”  has the meaning specified in the Share Subscription Agreement;
   
“Event of Default”  means the failure by the Chargor to satisfy the Secured Obligations with respect to the Chargees or any of them;
   
“Fully Diluted”  has the meaning specified in the Share Subscription Agreement;
   
“Group Company”  has the meaning specified in the Share Subscription Agreement;

 



 

   
“Ordinary Shares”  ordinary shares of par value US$0.01 each of the Company;
   
“Parties”  means the parties to this Charge collectively; “Party” means any one of them;
   
“Pre-Closing Offshore Acquisition”  has the meaning specified in Clause 3.1.1;
   
“Secured Obligations”  means the obligations of the Chargor to deliver Ordinary Shares to the Chargees or any of them as specified in Clause 3.1;
   
“Security Interest”  means any charge, mortgage, pledge, lien, security interest or other encumbrance;
   
“Security Period”

 

means the period commencing on the date of execution of this Charge and terminating upon the earliest to occur of (i) November 10, 2014, (ii) the date on
which Aggregate Ownership of Ordinary Shares by each Chargee is less than 20% of such Chargee’s Initial Ownership (as defined in the Shareholders’
Agreement) of Ordinary Shares and (iii) the date on which a Singapore law firm delivers a legal opinion to the Chargees, in form and substance satisfactory to
each Chargee, with respect to the issuance of Ordinary Shares to certain Controlling Shareholder Holding Companies (as defined in the Share Subscription
Agreement) in August 2008;

   
“Shareholders’ Agreement”

 
means the Amended and Restated Shareholders’ Agreement dated October 20, 2008 by and among the Company, the Chargor, the Chargees and other parties
specified therein; and

   
“Third-Party Transferee”  has the meaning specified in Clause 3.1.1.

1.2 In this Charge unless the context otherwise requires:

 1.2.1  references to statutory provisions shall be construed as references to those provisions as amended or re-enacted or as their application is modified by other provisions from time to time and shall include
references to any provisions of which they are re-enactments (whether with or without modification);

 

 1.2.2  references to clauses and schedules are references to clauses hereof and schedules hereto; references to sub-clauses or paragraphs are, unless otherwise stated, references to sub-clauses of the clauses
hereof or paragraphs of the schedule in which the reference appears;

 



 

 1.2.3  references to the singular shall include the plural and vice versa and references to the masculine shall include the feminine and/or neuter and vice versa; and
 

 1.2.4  references to persons shall include companies, partnerships, associations and bodies of persons, whether incorporated or unincorporated;
 

 1.2.5  references to assets include property, rights and assets of every description;
 

 1.2.6  references to any document are to be construed as references to such document as amended or supplemented from time to time; and
 

 1.2.7  the rights, interests and obligations of the Chargees hereunder are joint and are exercisable by the Chargees collectively.

2 CHARGOR’S REPRESENTATIONS AND WARRANTIES

The Chargor hereby represents and warrants to the Chargees that:

2.1 the authorised share capital of the Company consists of the shares described in Recital (C) hereof and such shares are beneficially owned and registered as described in the said recital;
 

2.2 the Chargor is a company duly organised, validly existing and in good standing under the laws of the British Virgin Islands;
 

2.3 entry into this Charge by the Chargor and enforcement hereof by the Chargees will not contravene the terms of any agreement to which the Chargor is bound or to which the Charged Shares are subject or the
memorandum and articles of association of the Company;

 

2.4 the Chargor is the legal and beneficial owner of all of the Charged Property free from any Security Interest (other than those created by this Charge) and any options or rights of pre-emption and the Charged Shares
are fully paid up and are not and will not be liable to any future call, assessment or demand of any sort;

 

2.5 the Charged Shares are duly authorised, validly issued and fully paid;
 

2.6 no moneys or liabilities are outstanding or payable with respect to the Charged Shares;
 

2.7 the Chargor has full power and authority (i) to be the legal and beneficial owner of the Charged Property, (ii) to execute and deliver this Charge and (iii) to comply with the provisions of, and perform all its
obligations under, this Charge;

 

2.8 this Charge creates those Security Interests it purports to create and is not liable to be avoided or otherwise set aside on liquidation, administration or otherwise;
 

2.9 this Charge constitutes the Chargor’s legal, valid and binding obligations enforceable against the Chargor in accordance with its terms except as such enforcement may be limited by any relevant bankruptcy,
insolvency, administration or similar laws affecting creditors’ rights generally;

 



 

2.10 the entry into and performance by the Chargor of this Charge does not violate (i) any law or regulation of any governmental or official authority, or (ii) any agreement, contract or other undertaking to which the
Chargor is a party or which is binding upon the Chargor or any of its assets;

 

2.11 other than registration of this Charge in the register of charges of the Chargor in accordance with the requirements of the BVI Business Companies Act, 2004, no authorisation, approval or other action by, and no
notice to or filing with, any governmental authority or regulatory body is required for either the grant by the Chargor of the Security Interests purported to be created in favour of the Chargee under this Charge; or
the exercise by the Chargee of any rights or remedies in respect of the Charged Property (whether or not specifically granted or created under this Charge);

 

2.12 all consents, licences, approvals and authorisations required in connection with the entry into, performance, validity and enforceability of this Charge have been obtained and are in full force and effect;
 

2.13 the Chargor has taken all corporate and other action required to approve its execution, delivery and performance of this Charge; and
 

2.14 the Company is not a land holding corporation for the purposes of the Land Holding Companies Share Transfer Tax Law of the Cayman Islands.

3 CHARGOR’S COVENANTS

The Chargor hereby covenants with the Chargees:

3.1 to discharge all obligations and liabilities specified in Section 10.02(c)(vii) of the Share Subscription Agreement at the following times and in the following manner:

 3.1.1  if any Group Company is required to issue a number of Ordinary Shares to any person (a “Third-Party Transferee”) pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute or
litigation in connection with any acquisition by any Group Company of any person (other than persons established under the Laws of the PRC) which has been consummated prior to the Closing Date
(any “Pre-Closing Offshore Acquisition”) and the Controlling Shareholders, severally and jointly, fail to transfer such number of Ordinary Shares to such Third-Party Transferee in lieu of and on behalf of
such Group Company at the per share price and on the date set forth in such judgment or settlement, the Chargor shall, severally and jointly with other Controlling Shareholders, on the Business Day
immediately following such date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the aggregate number of Ordinary Shares required to be transferred to such Third-Party
Transferee pursuant to such judgment or settlement multiplied by (y) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment date and the
denominator of which is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis;

 

 3.1.2  if any Group Company is required to make any payment in cash to any person pursuant to any arbitral or judicial judgment on, or settlement of, any claim, dispute or litigation in connection with any Pre-
Closing Offshore Acquisition and

 



 

   the Controlling Shareholders, severally and jointly, fail to make such payment in lieu of and on behalf of such Group Company by the payment time set forth in such judgment or settlement, the Chargor
shall, severally and jointly with other Controlling Shareholders, within 10 Business Days following such payment date, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x)
the amount of such payment in US dollars (based on the “noon buying rate” for purchases of any currency other than US dollars on such payment date published by the Federal Reserve Bank of New
York) divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis on such payment date as determined by the Controlling Shareholders and the Chargees by mutual
agreement or if such mutual agreement cannot be reached within 5 Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within 10 Business
Days following such payment date multiplied by (z) a ratio, the numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such payment date and the denominator of which
is the outstanding number of Ordinary Shares on such payment date, calculated on a Fully-Diluted basis; and

 3.1.3  if any Group Company incurs or suffers any damages arising out of any claim, dispute or litigation in connection with any Pre-Closing Offshore Acquisition, other than those damages described in
Clauses 3.1.1 and 3.1.2, and the Controlling Shareholders, severally and jointly, fail to indemnify the Company pursuant to Section 10.02(c)(vii) of the Share Subscription Agreement by the date of such
incurrence or suffering, the Chargor shall, severally and jointly with other Controlling Shareholders, transfer free of charge a number of Ordinary Shares to each Chargee equal to (x) the amount of such
damages expressed in US dollars divided by (y) the fair market value of the Ordinary Shares in US dollars on a per share basis calculated as set forth above in Clause 3.1.2 multiplied by (z) a ratio, the
numerator of which is the Aggregate Ownership of Ordinary Shares by such Chargee on such date and the denominator of which is the outstanding number of Ordinary Shares on such date, calculated on
a Fully-Diluted basis, in each case of sub-clause (x) and (y) as determined by the Controlling Shareholders and the Chargees by mutual agreement or if such mutual agreement cannot be reached within 5
Business Days following such payment date, determined by an independent appraiser satisfactory to the Chargees within 10 Business Days following such date;

  the obligations in Clauses 3.1.1, 3.1.2 and 3.1.3 collectively, the “Secured Obligations”.
 

3.2 that the Chargor will on demand of the Chargees and at the expense of the Chargor, execute and deliver to the Chargees or to such person or persons as the Chargees may nominate such additional charge or charges
of the Charged Property (or any part thereof) for the purpose of further securing the payment and discharge of all Secured Obligations, each such additional charge to be in such form as the Chargees may
reasonably require;

 

3.3 that the Chargor shall, on request of the Chargees, provide to the Chargees immediately on receipt by the Chargor a copy of all notices, written consents, reports, accounts, circulars and other communications
issued by the Company or by any third party in respect of the Charged Shares;

 

3.4 that the Chargor will not without the prior written consent of the Chargees:

 



 

 3.4.1  permit any person other than the Chargor, the Chargees or any transferee nominated by the Chargees on enforcement of this Charge to be the registered holder of any of the Charged Shares;
 

 3.4.2  permit any variation of the rights attaching to the Charged Shares;
 

 3.4.3  take or permit any action which might result in an increase or reduction in the authorised share capital of the Company or the number of shares that the Company is authorised to issue or the issued share
or share capital of the Company;

 

 3.4.4  permit the Company to be continued to another jurisdiction outside of the Cayman Islands;
 

 3.4.5  effect or permit the appointment of any new or further directors or officers of the Company;
 

 3.4.6  permit any scheme of arrangement, merger, amalgamation or other reorganisation applicable to the Company; or
 

 3.4.7  save in accordance with Clause 8.2, permit any amendment to the memorandum or articles of association of the Company without prior written consent of the Chargees.

4 SECURITY

4.1 In consideration of the Chargees agreeing to enter into the Share Subscription Agreement and as a continuing security for the Secured Obligations, the Chargor as legal and beneficial owner hereby assigns and
agrees to assign to the Chargees jointly all benefits present and future, actual and contingent accruing in respect of the Charged Property and all the Chargor’s right, title and interest to and in the Charged Property
including (without limitation) all voting and other consensual powers pertaining to the Charged Shares and hereby charges and agrees to charge in favour of the Chargees jointly all of its interest in the Charged
Property by way of a first fixed charge.

 

4.2 The Chargor hereby agrees to deliver, or cause to be delivered, to the Chargees on the date hereof:

 4.2.1  duly executed undated share transfers in respect of the Charged Shares in favour of the Chargees or their nominees in the form set out in Schedule I;
 

 4.2.2  an executed undated irrevocable proxy made in respect of the Charged Shares in favour of the Chargees in respect of all general meetings of the Company in the form set out in Schedule II;
 

 4.2.3  all original share certificates representing, and all other documents, title or evidence of, ownership in relation to the Charged Shares;
 

 4.2.4  signed, but undated resolutions of the board of directors of the Company in the form set out in Schedule III; and

 



 

 4.2.5  an executed undertaking from the Company to register transfers of the Charged Shares to the Chargees or their nominees in the form set out in Schedule IV dated as of the date hereof (the “Undertaking”).

4.3 The Chargees shall be entitled to:

 4.3.1  continue to hold any document delivered to them pursuant to Clauses 4.2.1 through 4.2.5 above until the Charged Shares are released from this Charge and if, for any reason, they release any such
document to the Chargor before such time, they may by notice to the Chargor require that such document be redelivered to them and the Chargor shall promptly comply with that requirement or procure
that it is complied with; and

 

 4.3.2  at any time after the Security Interest has become enforceable as provided in Clause 7, subject to the limitation set out in Clause 7.1, complete any document delivered to them pursuant to Clauses 4.2.1
through 4.2.5 above in favour of, and register any Charged Share in the names of the Chargees or such other person as they shall select, and the Chargor shall promptly take or procure the taking by all
such other persons (including, without limitation, the secretary of the Company) any other action and execute and deliver to the Chargees any other document (in form and substance reasonably
satisfactory to each Chargee) which may be reasonably requested by the Chargees in order to enable the Chargees or such other person as they shall select to be registered as the owner of, or otherwise
obtain legal title to, any Charged Share; this includes procuring that:

 (A)  those share transfers are duly registered in the shareholder register of the Company; and
 

 (B)  share certificates in the name of the Chargees or such other person as they shall select are delivered to the Chargees.

4.4 The Chargor will deliver, or cause to be delivered, to the Chargees immediately upon the issue of any further Charged Shares, the items listed in Clauses 4.2.1 through 4.2.5 (if the documents already provided are
not sufficient to cover the further Charged Shares) in respect of all such further Charged Shares.

 

4.5 The Chargor hereby covenants that during the Security Period it will remain the legal and the beneficial owner of the Charged Property (subject only to the Security Interests hereby created) and that it will not:

 4.5.1  create or suffer the creation of any Security Interests (other than those created by this Charge) on or in respect of the whole of any part of the Charged Property or any of its interest therein; or
 

 4.5.2  sell, assign, transfer or otherwise dispose of any of its interest in the Charged Property (other than with respect to the dividend or distribution payments described in Clause 5.1.2); or

 



 

 4.5.3  do or cause or permit to be done anything which may in any way affect, depreciate, jeopardize or otherwise prejudice the market value of the Charged Shares or its rights with respect thereto;
 

 4.5.4  vote in respect of the Charged Shares or receive any dividends or other distributions paid by the Company in respect of the Charged Shares,

  in any such case without the prior consent in writing of the Chargees.
 

4.6 During the Security Period, the Chargor shall remain liable to perform all the obligations assumed by it in relation to the Charged Property and the Chargees shall be under no obligation of any kind whatsoever in
respect thereof or be under any liability whatsoever in the event of any failure by the Chargor to perform its obligations in respect thereof.

 

4.7 Upon the Chargees being satisfied that the Secured Obligations have been unconditionally and irrevocably paid and discharged in full or upon the expiry of the Security Period, and following a written request
therefor from the Chargor, the Chargees will, subject to being indemnified to each of their respective reasonable satisfaction for the costs and expenses incurred by the Chargees in connection therewith, release the
Charged Shares (if any as the case may be) and security constituted by this Charge.

5 DEALINGS WITH CHARGED PROPERTY

5.1 Unless and until an Event of Default has occurred:

 5.1.1  the Chargor shall be entitled to exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof for all purposes not inconsistent with the terms of this Charge;
 

 5.1.2  the Chargor shall be entitled to receive and retain any dividends, interest or other moneys or assets accruing on or in respect of the Charged Property or any part thereof; and
 

 5.1.3  the Chargor shall be entitled to receive all notices pertaining to the Charged Shares.

5.2 The Chargor shall pay all calls, instalments or other payments, and shall discharge all other obligations, which may become due in respect of any of the Charged Property and in an Event of Default, the Chargees
may, if they think fit, make such payments or discharge such obligations on behalf of the Chargor. Any sums so paid by the Chargees in respect thereof shall be repayable on demand and, pending such repayment,
shall constitute part of the Secured Obligations.

 

5.3 The Chargees shall not have any duty to ensure that any dividends, interest or other moneys and assets receivable in respect of the Charged Property are duly and punctually paid, received or collected as and when
the same become due and payable or to ensure that the correct amounts (if any) are paid or received on or in respect of the Charged Property or to ensure the taking up of any (or any offer of any) stocks, shares,
rights, moneys or other property paid, distributed, accruing or offered at any time by way of

 



 

  redemption bonus, rights, preference, or otherwise on or in respect of, any of the Charged Property.
 

5.4 The Chargor hereby authorises the Chargees to arrange at any time and from time to time (whether before or after the occurrence of an Event of Default) for the Charged Property or any part thereof to be registered
in the name of the Chargees (or their nominees) thereupon to be held as so registered subject to the terms of this Charge.

6 PRESERVATION OF SECURITY

6.1 It is hereby agreed and declared that:

 6.1.1  the security created by this Charge shall be held by the Chargees as a continuing security for the payment and discharge of the Secured Obligations and the security so created shall not be satisfied by any
intermediate payment or satisfaction of any part of the Secured Obligations;

 

 6.1.2  the Chargees shall not be bound to enforce any other security before enforcing the security created by this Charge;
 

 6.1.3  no delay or omission on the part of the Chargees in exercising any right, power or remedy under this Charge shall impair such right, power or remedy or be construed as a waiver thereof nor shall any
single or partial exercise of any such right, power or remedy preclude any further exercise thereof or the exercise of any other right, power or remedy. The rights, powers and remedies herein provided are
cumulative and not exclusive of any rights, powers and remedies provided by law and may be exercised from time to time and as often as the Chargees may deem expedient; and

 

 6.1.4  any waiver by the Chargees of any terms of this Charge shall only be effective if given in writing and then only for the purpose and upon the terms for which it is given.

6.2 Any settlement or discharge under this Charge between the Chargees and the Chargor shall be conditional upon no security or payment to the Chargees by the Company or the Chargor or any other person being
avoided or set-aside or ordered to be refunded or reduced or if the aforesaid security or payment to the Chargees is adversely affected by virtue of any provision or enactment relating to bankruptcy, insolvency,
administration or liquidation for the time being in force and, if such condition is not satisfied, the liability of the Chargor under this Charge shall be reinstated or continue and the Chargees shall be entitled to
recover from the Chargor on demand the value of such security or the amount of any such payment as if such settlement or discharge had not occurred.

 

6.3 The rights of the Chargees under this Charge and the Security Interest hereby constituted shall not be affected by any act, omission, matter or thing which, but for this provision, might operate to impair, affect or
discharge such rights and security, in whole or in part, including without limitation, and whether or not known to or discoverable by the Company, the Chargor, the Chargees or any other person:

 6.3.1  any time or waiver granted to or composition with the Company or any other person;

 



 

 6.3.2  the taking, variation, compromise, renewal or release of or refusal or neglect to perfect or enforce any rights, remedies or securities against the Company or any other person;
 

 6.3.3  any legal limitation, disability, incapacity or other circumstances relating to the Company or any other person;
 

 6.3.4  any amendment or supplement to the Share Subscription Agreement or any other document or security;
 

 6.3.5  the dissolution, liquidation, amalgamation, reconstruction or reorganisation of the Company or any other person;
 

 6.3.6  the unenforceability, invalidity or frustration of any obligations of the Company or any other person under the Share Subscription Agreement or any other document or security; or
 

 6.3.7  any non-observance of any formality or other requirements in respect of any other instrument or any failure to realise the full value of any other security.

6.4 Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargor shall not by virtue
of any payment made hereunder on account of the Secured Obligations or by virtue of any enforcement by the Chargees of their rights under, or the security constituted by, this Charge or by virtue of any
relationship between or transaction involving, the Chargor and the Company (whether such relationship or transaction shall constitute the Chargor a creditor of the Company, a guarantor of the obligations of the
Company or a party subrogated to the rights of others against the Company or otherwise howsoever and whether or not such relationship or transaction shall be related to, or in connection with, the subject matter
of this Charge):

 6.4.1  exercise any rights of subrogation in relation to any rights, security or moneys held or received or receivable by the Chargees or any person;
 

 6.4.2  exercise any right of contribution from any co-surety liable in respect of the Second Obligation under any other guarantee, security or agreement;
 

 6.4.3  exercise any right of set-off or counterclaim against the Chargees, the Company or any such co-surety;
 

 6.4.4  receive, claim or have the benefit of any payment, distribution, security or indemnity from the Company or any such co-surety; or
 

 6.4.5  unless so directed by the Chargees (when the Chargor will prove in accordance with such directions), claim as a creditor of the Company or any such co-surety in competition with the Chargees.

  The Chargor shall hold in trust for the Chargees and forthwith pay or transfer (as appropriate) to the Chargees any such payment (including an amount equal to any such set-off), distribution (other than such
dividend or distribution payments described in

 



 

  Clause 5.1.2) or benefit of such security, indemnity or claim in fact received by the Chargor.
 

6.5 Until the Secured Obligations have been unconditionally and irrevocably satisfied and discharged in full to the satisfaction of the Chargees or until the expiry of the Security Period, the Chargees may at any time
keep in a separate account or accounts (without liability to pay interest thereon) in the name of the Chargees for as long as they may think fit, any moneys received, recovered or realised under this Charge or under
any other guarantee, security or agreement relating in whole or in part to the Secured Obligations without being under any intermediate obligation to apply the same or any part thereof in or towards the discharge
of such amount.

7 ENFORCEMENT OF SECURITY

7.1 Upon the occurrence of an Event of Default or a demand being made by the Chargees for the satisfaction of the Secured Obligations with respect to the Chargees or any of them, the Security Interest hereby
constituted shall become immediately enforceable by the Chargees and the Chargees may, at any time, without further notice to or consultation with or consent of the Chargor:

 7.1.1  solely and exclusively exercise all voting and/or consensual powers pertaining to the Charged Property or any part thereof and may exercise such powers in such manner as the Chargees may think fit;
 

 7.1.2  receive and retain all dividends, interest, distributions or other moneys or assets accruing on or in respect of the Charged Property or any part thereof, and any such dividends, interest, distributions or
other moneys or assets received by the Chargor after such time shall be held in trust by the Chargor for the Chargees and paid or transferred to the Chargees on demand;

 

 7.1.3  if the Chargees elect to, sell, transfer, grant options over or otherwise dispose of the Charged Property or any part thereof at such place and in such manner and at such price or prices as the Chargees may
deem fit;

 

 7.1.4  complete the undated blank share transfer forms delivered to the Chargees pursuant to Clause 4.2.1 by dating the same and inserting their names or the names of their nominees as transferees;
 

 7.1.5  complete the undated resolutions of the board of directors of the Company delivered to the Chargees pursuant to Clause 4.2.4 by dating the same and inserting the names of the transferees and the number
of Ordinary Shares to be transferred; and/or

 

 7.1.6  complete the undated irrevocable proxy delivered to the Chargees pursuant to Clause 4.2.2 by dating the same and inserting the names and addresses of all Chargees or the names and addresses of their
respective nominees;

  PROVIDED THAT notwithstanding any other provision of this Charge, the Chargees may only exercise their rights under Clauses 7.1.5 and 7.1.6 in respect of such number of Charged Shares not exceeding the
aggregate number of Ordinary Shares that the Chargor has failed to transfer (the “Default Shares”) to the Chargees or any of them under Clause

 



 

3.1 in satisfaction of the Secured Obligations with respect to all and/or any of the Chargees.

7.2 The Chargees shall not be obliged to make any enquiry as to the nature or sufficiency of any payment received by them under this Charge or to make any claim or to take any action to collect any moneys assigned
by this Charge or to enforce any rights or benefits assigned to the Chargees by this Charge or to which the Chargees may at any time be entitled hereunder.

 

7.3 Upon any sale by the Chargees of the Charged Property or any part thereof by the Chargees, the purchaser shall not be bound to see or enquire whether the Chargees’ power of sale has become exercisable in the
manner provided in this Charge and the sale shall be deemed to be within the power of the Chargees, and the receipt of the Chargees for the purchase money shall effectively discharge the purchaser who shall not
be concerned with the manner of application of the proceeds of sale or be in any way answerable therefor.

 

7.4 Neither the Chargees nor their agents, managers, officers, employees, delegates or advisers shall be liable for any claim, demand, liability, loss, damage, cost or expense incurred or arising in connection with the
exercise or purported exercise of any rights, powers and discretions hereunder in the absence of fraud or dishonesty.

 

7.5 The Chargees shall not by reason of the taking of possession of the whole or any part of the Charged Property or any part thereof be liable to account as mortgagee-in-possession or for anything except actual
receipts or be liable for any loss upon realisation or for any default or omission for which a mortgagee-in-possession might be liable.

8 FURTHER ASSURANCES

8.1 The Chargor shall execute and do all such assurances, acts and things as the Chargees in their absolute discretion may require for:

 8.1.1  creating, perfecting, protecting or ensuring the priority of the Security Interest hereby created (or intended to be created);
 

 8.1.2  preserving or protecting any of the rights of the Chargees under this Charge;
 

 8.1.3  ensuring that the security constituted by this Charge and the covenants and obligations of the Chargor under this Charge shall inure to the benefit of any assignee of the Chargees;
 

 8.1.4  facilitating the appropriation or realisation of the Charged Property or any part thereof; or
 

 8.1.5  exercising any power, authority or discretion vested in the Chargees under this Charge,

  in any such case forthwith upon demand by the Chargees and at the expense of the Chargor.

 



 

8.2 Without limitation to the generality of Clause 8.1, the Chargor covenants with the Chargees that it will on demand of the Chargees procure any amendment to the memorandum and articles of association of the
Company necessary or, in the opinion of the Chargees desirable, in order to give effect to the terms of this Charge or any documents or transactions provided for herein.

9 INDEMNITIES

9.1 The Chargor will indemnify and save harmless the Chargees and each agent or attorney appointed under or pursuant to this Charge from and against any and all expenses, claims, liabilities, losses, taxes, costs,
duties, fees and charges properly and reasonably suffered, incurred or made by the Chargees or such agent or attorney:

 9.1.1  in the exercise or purported exercise of any rights, powers or discretions vested in them pursuant to this Charge;
 

 9.1.2  in the preservation or enforcement of the Chargees’ rights under this Charge or the priority thereof;
 

 9.1.3  on the release of any part of the Charged Property from the security created by this Charge; or
 

 9.1.4  as a result, directly or indirectly of any breach by the Chargor of any covenant or other obligation under this Charge.

  and the Chargees or such agent or attorney may retain and pay all sums in respect of the same out of money received under the powers conferred by this Charge. All amounts recoverable by the Chargees or such
agent or attorney or any of them shall be recoverable on a full indemnity basis.

9.2 If, under any applicable law or regulation, and whether pursuant to a judgment being made or registered against the Chargor or the bankruptcy or liquidation of the Chargor or for any other reason any payment
under or in connection with this Charge is made or falls to be satisfied in a currency (the “Payment Currency”) other than the currency in which such payment is due under or in connection with this Charge (the
“Contractual Currency”), then to the extent that the amount of such payment actually received by the Chargees when converted into the Contractual Currency at the rate of exchange, falls short of the amount due
under or in connection with this Charge, the Chargor, as a separate and independent obligation, shall indemnify and hold harmless the Chargees against the amount of such shortfall. For the purposes of this clause,
“rate of exchange” means the rate at which the Chargees is able on or about the date of such payment to purchase the Contractual Currency with the Payment Currency and shall take into account any premium and
other costs of exchange with respect thereto.

10 POWER OF ATTORNEY

10.1 The Chargor, by way of security and in order more fully to secure the performance of its obligations hereunder, pursuant to the Power of Attorney Law (1996 Revision) hereby irrevocably appoints each of the
Chargees and the persons deriving title under it jointly and also severally to be its attorney:

 



 

 10.1.1  to execute and complete in favour of the Chargees or its nominees or of any purchaser any documents which the Chargees may from time to time require for perfecting their title to or for vesting any of
the assets and property hereby charged or assigned to the Chargees or their nominees or in any purchaser and to give effectual discharges for payments;

 

 10.1.2  to take and institute on non-payment (if the Chargees in their sole discretion so decide) all steps and proceedings in the name of the Chargor or of the Chargees for the recovery of such moneys, property
and assets hereby charged and to agree accounts;

 

 10.1.3  to make allowances and give time or other indulgence to any surety or other person liable;
 

 10.1.4  otherwise generally to act for it and in its name and on its behalf; and
 

 10.1.5  to sign, execute, seal and deliver and otherwise perfect and do any such legal assignments and other assurances, charges, authorities and documents over the moneys, property and assets hereby charged,
and all such deeds, instruments, acts and things (including, without limitation, those referred to in Clause 8) which may be required for the full exercise of all or any of the powers conferred or which may
be deemed proper on or in connection with any of the purposes aforesaid.

10.2 The power hereby conferred shall be a general power of attorney and the Chargor hereby ratifies and confirms and agrees to ratify and confirm any instrument, act or thing which any such attorney may execute or
do. In relation to the power referred to herein, the exercise by any of the Chargees of such power shall be conclusive evidence of its right to exercise the same.

11 EXPENSES

11.1 The Chargor shall pay to the Chargees on demand all costs, fees and expenses (including but not limited to legal fees and expenses) and taxes thereon incurred by the Chargees or for which the Chargees may
become liable in connection with:

 11.1.1  the negotiation, preparation and execution of this Charge;
 

 11.1.2  the preserving or enforcing of, or attempting to preserve or enforce, any of its rights under this Charge or the priority hereof;
 

 11.1.3  any variation of, or amendment or supplement to, any of the terms of this Charge; and/or
 

 11.1.4  any consent or waiver required from the Chargees in relation to this Charge,

  and in any case referred to in Clauses 11.1.3 and 11.1.4 regardless of whether the same is actually implemented, completed or granted, as the case may be.

 



 

11.2 The Chargor shall pay promptly any stamp, documentary and other like duties and taxes to which this Charge may be subject or give rise and shall indemnify the Chargees on demand against any and all liabilities
with respect to or resulting from any delay or omission on the part of the Chargor to pay any such duties or taxes.

12 NOTICES

Any notice required to be given hereunder shall be in writing in the English language and shall be served by sending the same by prepaid recorded post, facsimile or by delivering the same by hand to the address of the
Party or Parties in question as set out below (or such other address as such Party or Parties shall notify the other Parties of in accordance with this clause). Any notice sent by post as provided in this clause shall be
deemed to have been served five Business Days after despatch and any notice sent by facsimile as provided in this clause shall be deemed to have been served at the time of despatch and in proving the service of the
same it will be sufficient to prove in the case of a letter that such letter was properly stamped, addressed and placed in the post; and in the case of a facsimile that such facsimile was duly despatched to a current
facsimile number of the addressee.

Chargor
Top Mount Group Limited
P.O. Box 957
Offshore Incorporations Centre
Road Town, Tortola
British Virgin Islands
Attention: Mr. Yaw Kong Yap

Chargees:
If to CICC, to:

China International Capital Corporation
28th Floor, China World Tower 2
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Fax: 86-10-6505-3796
Attention: Ms. Shirley Chen

If to Carlyle, to:

The Carlyle Group
2518-2521, South Office Tower
Beijing Kerry Centre
No. 1, Guang Hua Road
Chao Yang District
Beijing 100020
People’s Republic of China
Fax: 86-10-8529-9877
Attention: Mr. Feng Xiao

With a copy to:

 



 

Davis Polk & Wardwell LLP
26th Floor, Twin Tower West
B12, Jian Guo Men Wai Avenue
Chao Yang District
Beijing 100022
People’s Republic of China
Tel: 86-10-8567-5000
Fax: 86-10-8567-5123
Attention: Mr. Show-Mao Chen, Esq.

If to Starr, to:

Starr Investments Cayman II, Inc.
c/o Starr International Company (Asia) Limited
Suite 1405-7, Two Exchange Square
8 Connaught Place, Central
Hong Kong
Tel: 852-2905-1166
Fax: 852-2905-1555
Attention: Ms. Elaine Zong

With a copy to:

Skadden, Arps, Slate, Meagher & Flom
East Wing Office, Level 4
China World Trade Centre
No. 1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Tel: 86-10-6535-5500
Fax: 86-10-6505-5522
Attention: Mr. Peter X. Huang

13 ASSIGNMENTS

13.1 This Charge shall be binding upon and shall inure to the benefit of the Chargor and the Chargees and each of their respective successors and (subject as hereinafter provided) assigns and references in this Charge
to any of them shall be construed accordingly.

 

13.2 The Chargor may not assign or transfer all or any part of its rights and/or obligations under this Charge.
 

13.3 The Chargees may not assign or transfer all or any part of its rights or obligations under this Charge to any assignee or transferee without the consent of the Chargor, such consent not to be unreasonably withheld,
provided that no such consent shall be required if an Event of Default affecting the Chargor has occurred and is continuing. The Chargees shall notify the Chargor promptly following any such assignment or
transfer.

 



 

14 MISCELLANEOUS

14.1 The Chargees, at any time and from time to time, may delegate by power of attorney or in any other manner to any person or persons all or any of the powers, authorities and discretions which are for the time
being exercisable by the Chargees under this Charge in relation to the Charged Property or any part thereof. Any such delegation may be made upon such terms and be subject to such regulations as the Chargees
may think fit. The Chargees shall not be in any way liable or responsible to the Chargor for any loss or damage arising from any act, default, omission or misconduct on the part of any such delegate provided the
Chargees has acted reasonably in selecting such delegate.

 

14.2 If any of the clauses, conditions, covenants or restrictions of this Charge or any deed or document emanating from it shall be found to be void but would be valid if some part thereof were deleted or modified,
then such clause, condition, covenant or restriction shall apply with such deletion or modification as may be necessary to make it valid and effective.

 

14.3 This Charge (together with any documents referred to herein) constitutes the whole agreement between the Parties relating to its subject matter and no variations hereof shall be effective unless made in writing
and signed by each of the Parties.

 

14.4 The headings in this Charge are inserted for convenience only and shall not affect the construction of this Charge.
 

14.5 This Charge may be executed in counterparts each of which when executed and delivered shall constitute an original but all such counterparts together shall constitute one and the same instrument.
 

14.6 To the maximum extent permitted under applicable laws, the Chargor hereby waives any immunity under the laws applicable to the Chargor, whether characterised as sovereign immunity or otherwise, from any
legal proceedings to enforce this Charge in respect of itself or its property.

15 LAW AND JURISDICTION

This Charge shall be governed by and construed in accordance with the laws of the Cayman Islands and the Parties hereby irrevocably submit to the non-exclusive jurisdiction of the courts of Hong Kong, provided that
nothing in this clause shall affect the rights of the Chargees to serve process in any manner permitted by law or limit the rights of the Chargees to take proceedings with respect to this Charge against the Chargor in any
jurisdiction nor shall the taking of proceedings with respect to this Charge in any jurisdiction preclude the Chargees from taking proceedings with respect to this Charge in any other jurisdiction, whether concurrently or
not.
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IN WITNESS whereof the parties hereto have caused this Charge to be duly executed as a Deed the day and year first before written.
     
The Common Seal of   )
TOP MOUNT GROUP LIMITED    )
was hereunto affixed in the   )
presence of:   )
     
By: /s/ Yap Yaw Kong   
  

 

 Name: Yap Yaw Kong   
  Title: Director   
     
By: /s/ Shi Bo Tao   
  

 

 Name: Shi Bo Tao   
  (Witness)   
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Executed as a deed by   ) 
For and on behalf of   ) 
CICC SUN COMPANY LIMITED   ) 
in the presence of:-   ) 
     
By: /s/ Shirley Chen   
  

 

Name: Shirley Chen   
  Title: Director   
     
By: /s/ Xin, Jie   
  

 

Name: Xin, Jie   

[Signature Page to Top Mount 2nd Share Charge]

 



 

     
Executed as a deed by )    
For and on behalf of )    
CARLYLE ASIA GROWTH PARTNERS III, L.P. )    
in the presence of:- )    
     
By: CAGP General Partner, L.P., as its General Partner
     
By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By: /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   
     
Executed as a deed by   )
For and on behalf of   )
CAGP III CO-INVESTMENT, L.P.   )
in the presence of:-   )
     
BY: CAGP General Partner, L.P., as its General Partner
     
BY: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By: /s/ Daniel A. D’Aniello   
  

 

Name: Daniel A. D’Aniello   
  Title: Director   

[Signature Page to Top Mount 2nd Share Charge]

 



 

     
Executed as a deed by   )
For and on behalf of   )
STARR INVESTMENTS CAYMAN II, INC.   )
in the presence of:-   )
     
By: /s/ Michael Horvath   
  

 

Name: Michael Horvath   
  Title: Director   

[Signature Page to Top Mount 2nd Share Charge]

 



Exhibit 4.16

THIS DEED OF AMENDMENT is made on September 14, 2009

BY:

(1)  CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(2)  Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(3)  CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, together with CAGP, “Carlyle”);
 

(4)  Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, together with CICC and Carlyle, the “Chargees”); and
 

(5)  Notable Enterprise Limited, a company incorporated under the laws of the British Virgin Islands (the “Chargor”).

WHEREAS

(A)  By a share charged dated 10 November, 2008 (the “Share Charge”) executed by the Chargor in favour of the Chargees, 86,974 shares of Concord Medical Services Holdings Limited (the “Company”) held by
the Chargor was charged by the Chargor to the Chargees jointly by way of a first fixed charge to secure the obligations of the Chargor under Article 3 of the Share Subscription Agreement (as defined in the
Share Charge).

 

(B)  At the request of the Chargor, the Chargees have agreed to release 4,107 shares of the Company charged by CZY Investments Limited (“CZY”) from the security created under the share charge dated 10
November, 2008 (the “CZY Share Charge”) executed by CZY in favour of the Chargees provided that the Chargor charges an additional 4,107 shares of the Company (the “Additional Shares”) held by the
Chargor to the Chargees jointly by entering into this Deed to amend and supplement the Share Charge.

THIS DEED OF AMENDMENT WITNESSES as follows:

1.  In this Deed, capitalised words and phrases which are not expressly defined herein have the meanings ascribed to them in the Share Charge.
 

2.  In consideration of the Chargees’ agreement to enter into a deed of partial release in relation to the CZY Share Charge (the sufficiency of which is hereby acknowledged by the Chargor) and as a continuing
security for the Secured Obligations, the Chargor as legal and beneficial owner hereby assigns and agrees to assign to the Chargees jointly all benefits present and future, actual and contingent accruing in
respect of the Additional Shares and such additional part of the Charged Property constituted by the Additional Shares and all the Chargor’s right, title and interest to and in the Additional Shares and such
additional part of the Charged Property constituted by the Additional Shares including (without limitation) all voting and other consensual powers pertaining to the Additional Shares and hereby charges and
agrees to charge in favour of the
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  Chargees jointly all of its interest in the Additional Shares and such additional part of the Charged Property by way of a first fixed charge.
 

3.  The parties agree that effective upon execution of this Deed, the Share Charge shall be amended in the following manner:-
 

  The definition of “Charged Shares” shall be deleted in its entirety and be replaced with the following new definition of “Charged Shares”:-
 

  ““Charged Shares” means 90,991 Ordinary Shares of the Company registered in the name of the Chargor as legal and beneficial owner thereof;”.
 

4.  The Chargor shall upon execution of this Deed deliver to the Chargees the documents required under clause 4.2 of the Share Charge in respect of the Additional Shares.
 

5.  The parties agree and confirm that save as expressly provided herein, nothing herein contained shall affect or prejudice the securities assigned or charged under the Share Charge and all sums of money due and
owing by the Chargor to the Chargees under the Share Subscription Agreement or secured by the Share Charge and all the covenants conditions and provisions contained in the Share Subscription Agreement
and the Share Charge in relation to the securities shall remain in full force and effect.

 

6.  This Deed may be executed in any number of counterparts which, taken together, shall be deemed to constitute one and the same document.
 

7.  This Deed shall be governed by, and construed in accordance with, the laws of the Cayman Islands.

IN WITNESS WHEREOF this Deed of Amendment has been executed by the Chargor and the Chargees as a Deed and is intended to be and is hereby delivered on the date specified above.
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EXECUTED as a Deed by   )   
for and on behalf of   )   
CICC SUN COMPANY LIMITED   )   
in the presence of:-   )   
         
By:  /s/ Shirley Shiyou Chen       
  

 
      

  Name: Shirley Shiyou Chen       
  Title:       
         
EXECUTED as a Deed by   )   
for and on behalf of   )   
CARLYLE ASIA GROWTH PARTNERS   )   
III, L.P.   )   
in the presence of:-   )   
         
By:  CAGP General Partner, L.P., as its General Partner
         
By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
         
By:  /s/ Xiao Feng       
  

 
      

 
 

Name: Xiao Feng
Title:  

   
 

 

         
EXECUTED as a Deed by   )   
for and on behalf of   )   
CAGP III Co-INVESTMENT L.P.   )   
in the presence of:-   )   
         
By:  CAGP General Partner, L.P., as its General Partner
         
By:  CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
         
By:  /s/ Xiao Feng       
  

 
      

 
 

Name: Xiao Feng
Title:  
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EXECUTED as a Deed by   )   
for and on behalf of   )   
STARR INVESTMENTS CAYMAN II,   )   
INC.   )   
in the presence of:   )   
         
By:  /s/ Michael J. Horvath       
  

 
      

  Name: Michael J. Horvath       
  Title: Associate Counsel       
         
EXECUTED as a Deed by   )   
for and on behalf of   )   
NOTABLE ENTERPRISE LIMITED   )   
in the presence of:   )   
         
By:  /s/ Bona Lau       
  

 
      

  Name: Bona Lau       
  Title: Director       
         
By:  /s/ Shi Bo Tao       
  

 
      

  Name: Shi Bo Tao       
  (Witness)       
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Exhibit 4.17

THIS DEED OF PARTIAL RELEASE is made on September 14, 2009

BY:

(1) CICC Sun Company Limited, a company incorporated under the laws of the British Virgin Islands (“CICC”);
 

(2) Carlyle Asia Growth Partners III, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP”);
 

(3) CAGP III Co-Investment, L.P., a limited partnership formed under the laws of the Cayman Islands (“CAGP Co-Invest”, together with CAGP, “Carlyle”);
 

(4) Starr Investments Cayman II, Inc., a company incorporated under the laws of the Cayman Islands (“Starr”, together with CICC and Carlyle, the “Chargees”);

IN FAVOUR OF:

(5) CZY Investments Limited, a company incorporated under the laws of the British Virgin Islands (the “Chargor”).

WHEREAS

(A) By a share charged dated 10 November, 2008 (the “Share Charge”) executed by the Chargor in favour of the Chargees, 43,895 shares of Concord Medical Services Holdings Limited (the “Company”) held by the
Chargor was charged by the Chargor to the Chargees jointly by way of a first fixed charge to secure the obligations of the Chargor under Article 3 of the Share Subscription Agreement (as defined in the Share
Charge).

 

(B) At the request of the Chargor, the Chargees have agreed to release 4,017 shares of the Company charged by the Chargor from the security created under the Share Charge upon the terms and conditions of this Deed
and provided that Notable Enterprise Limited (“Notable”) charges an additional 4,017 shares of the Company held by Notable to the Chargees jointly by entering into a deed of amendment to amend and
supplement a share charge dated 10 November, 2008 executed by Notable in favour of the Chargees.

THIS DEED OF PARTIAL RELEASE WITNESSES as follows:

1. In this Deed, capitalised words and phrases which are not expressly defined herein have the meanings ascribed to them in the Share Charge.
 

2. The Chargees jointly without recourse, representation or warranty of title, release 4,017 shares of the Company (the “Released Shares”) and such part of the Charged Property constituted by the Released Shares
charged by the Chargor to the Chargees jointly under the Share Charge from the fixed charges, the floating charges and all other present and future security interests constituted by and/or created pursuant to the
Share Charge.
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3. The Released Shares and such part of the Charged Property constituted by the Released Shares shall be held freed and discharged from the security created by, and all claims arising under, the Share Charge.
 

4. The Chargees shall upon execution of this Deed deliver and release to the Chargor such documents delivered or caused to be delivered by the Chargor to the Chargees pursuant to clause 4.2 of the Share Charge in
respect of the Released Shares and such part of the Charged Property constituted by the Released Shares, provided that against such release, the Chargor shall deliver or cause to be delivered to the Chargees the
documents required under clause 4.2 of the Share Charge in respect of the remaining Charged Shares and Charged Property.

 

5. The parties agree and confirm that save as expressly provided herein, nothing herein contained shall affect or prejudice the remaining securities assigned or charged under the Share Charge and all sums of money
due and owing by the Chargor to the Chargees under the Share Subscription Agreement or secured by the Share Charge and all the covenants conditions and provisions contained in the Share Subscription
Agreement and the Share Charge in relation to the said remaining securities shall remain in full force and effect.

 

6. This Deed may be executed in any number of counterparts which, taken together, shall be deemed to constitute one and the same document.
 

7. This Deed shall be governed by, and construed in accordance with, the laws of the Cayman Islands.

IN WITNESS WHEREOF this Deed of Partial Release has been executed by the Chargor and the Chargees as a Deed and is intended to be and is hereby delivered on the date specified above.
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EXECUTED as a Deed by   )   
for and on behalf of   )   
CICC SUN COMPANY LIMITED   )   
in the presence of:-   )   
     
By:  /s/ Shirley Shiyou Chen

 

  
  Name: Shirley Shiyou Chen   
  Title:   
       
EXECUTED as a Deed by   )   
for and on behalf of   )   
CARLYLE ASIA GROWTH PARTNERS   )   
III, L.P.   )   
in the presence of:-   )   
     
By: CAGP General Partner, L.P., as its General Partner
     
By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By:  /s/ Xiao Feng

 

  
  Name: Xiao Feng   
  Title:   
       
EXECUTED as a Deed by   )   
for and on behalf of   )   
CAGP III CO-INVESTMENT L.P.   )   
in the presence of:-   )   
     
By: CAGP General Partner, L.P., as its General Partner
     
By: CAGP, Ltd., as the General Partner of CAGP General Partner, L.P.
     
By:  /s/ Xiao Feng

 

  
  Name: Xiao Feng   
  Title:   
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EXECUTED as a Deed by   )   
for and on behalf of   )   
STARR INVESTMENTS CAYMAN II,   )   
INC.   )   
in the presence of:   )   
     
By:

 
/s/ Michael J. Horvath
 

Name: Michael J. Horvath  
 

  Title:   
       
EXECUTED as a Deed by   )   
for and on behalf of   )   
CZY INVESTMENTS LIMITED   )   
in the presence of:   )   
     
By:  /s/ Cheng Zheng

 

  
  Name: Cheng Zheng   
  Title: Director   
     
By:  /s/ Shi Bo Tao

 

  
  Name: Shi Bo Tao   
  (Witness)   
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Exhibit 8.2

[LETTERHEAD OF SIMPSON THACHER & BARTLETT LLP]

November 17, 2009

Concord Medical Services Holdings Limited
18/F, Tower A, Global Trade Center
36 North Third Ring Road East, Dongcheng District
Beijing 100013
People’s Republic of China

Ladies and Gentlemen:

     We have acted as United States counsel to Concord Medical Services Holdings Limited (the “Company”), in connection with the Registration Statement on Form F-1 (File No. 333-[                              ]), including
the prospectus contained therein (together, the “Registration Statement”), filed by the Company with the U.S. Securities and Exchange Commission (the “Commission”) under the U.S. Securities Act of 1933, as
amended (the “Securities Act”), relating to the registration of shares of the Company’s Common Stock (“Common Shares”), par value US$0.01 per share, which will be represented by American depositary shares
(“ADSs”) evidenced by American depositary receipts.

     We have examined the Registration Statement. In addition, we have examined, and have relied as to matters of fact upon, originals, or duplicates or certified or conformed copies, of such corporate records,
agreements, documents and other instruments and such certificates or comparable documents of public officials and of officers and representatives of the Company, and have made such other and further investigations
as we have deemed necessary or appropriate as a basis for the opinion hereinafter set forth. In such examination, we have assumed the accuracy of the factual matters described in the Registration Statement and that the
Registration Statement and other documents will be executed by the parties in the forms provided to and reviewed by us.

     In rendering the opinion set forth below, we have assumed the genuineness of all signatures, the legal capacity of natural persons, the authenticity of all documents submitted to us as originals, the conformity to
original documents of all documents submitted to us as duplicates or certified or conformed copies and the authenticity of the originals of such latter documents.

     Based upon the foregoing, and subject to the qualifications, assumptions and limitations stated herein and in the Registration Statement, we hereby confirm that the statements set forth in the Registration Statement
under the caption “Taxation —United States Federal Income Taxation,” insofar as such statements purport to constitute summaries of United States federal income tax law and regulations or legal conclusions with
respect thereto, represent our opinion as to the material United States federal income tax consequences of the ownership of the Company’s Common Shares or ADSs by United States holders as of the date hereof.

     We do not express any opinion herein concerning any law other than the United States federal income tax law.

     We hereby consent to the filing of this opinion with the Commission as an exhibit to the Registration Statement and to the reference to our firm under the heading “Legal Matters” in the Registration Statement.

Very truly yours,

/s/ SIMPSON THACHER & BARTLETT LLP

SIMPSON THACHER & BARTLETT LLP



 

Exhibit 10.1

CONCORD MEDICAL SERVICES HOLDINGS LIMITED
2008 SHARE INCENTIVE PLAN

1. Purpose of the Plan

               The purpose of the Plan is to aid the Company and its Affiliates in recruiting and retaining key employees, directors or consultants of outstanding ability and to motivate such employees, directors or
consultants to exert their best efforts on behalf of the Company and its Affiliates by providing incentives through the granting of Awards. The Company expects that it will benefit from the added interest which such key
employees, directors or consultants will have in the welfare of the Company as a result of their proprietary interest in the Company’s success.

2. Definitions

               The following capitalized terms used in the Plan have the respective meanings set forth in this Section:

 (a)  Applicable Laws: All laws, statutes, regulations, ordinances, rules or governmental requirements that are applicable to this Plan or any Award granted pursuant to this Plan, including but not limited to
applicable laws of the People’s Republic of China, the United States and the Cayman Islands, and the rules and requirements of any applicable national securities exchange.

 

 (b)  Act: The U.S. Securities Exchange Act of 1934, as amended, or any successor thereto.
 

 (c)  Affiliate: With respect to the Company, any entity directly or indirectly controlling, controlled by, or under common control with, the Company or any other entity designated by the Board in which the
Company or an Affiliate has an interest.

 

 (d)  American Depositary Receipt: A physical certificate evidencing ownership in American Depositary Shares, issued by the Depositary and listed on an established national or regional stock exchange or are
publicly traded on any established securities market in the United States.

 

 (e)  American Depositary Share: An equity right representing one or more Shares of the Company, or a fraction of a Share of the Company, held on deposit by the Custodian, which carries the corporate and
economic rights of the Shares of the Company, subject to the terms specified on the American Depositary Receipt.

 

 (f)  Award: An Option, Share Appreciation Right or Other Share-Based Award granted pursuant to the Plan.
 

 (g)  Award Agreement: The stock option or other written agreement between the Company and the Participant that evidences and sets out the terms and conditions of an Award.
 

 (h)  Beneficial Owner: A “beneficial owner”, as such term is defined in Rule 13d-3 under the Act (or any successor rule thereto).
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 (i)  Board: The Board of Directors of the Company.
 

 (j)  Change in Control: The occurrence of any of the following events:

(i) the sale or disposition, in one or a series of related transactions, of all or substantially all, of the assets of the Company to any “person” or “group” (as such terms are defined in Sections 13(d)(3) or 14(d)
(2) of the Act) other than the Permitted Holders;

(ii) any person or group, other than the Permitted Holders, is or becomes the Beneficial Owner (except that a person shall be deemed to have “beneficial ownership” of all shares that any such person has
the right to acquire, whether such right is exercisable immediately or only after the passage of time), directly or indirectly, of more than 50% of the total voting power of the voting share of the Company (or
any entity which controls the Company), including by way of merger, consolidation, tender or exchange offer or otherwise; or

(iii) during any period of two consecutive years, individuals who at the beginning of such period constituted the Board (together with any new directors whose election by such Board or whose nomination
for election by the shareholders of the Company was approved by a vote of a majority of the directors of the Company, then still in office, who were either directors at the beginning of such period or whose
election or nomination for election was previously so approved) cease for any reason to constitute a majority of the Board, then in office.

 (k)  Code: The U.S. Internal Revenue Code of 1986, as amended, or any successor thereto.
 

 (l)  Committee: The Compensation Committee of the Board, or in the absence of a Compensation Committee, the Board.
 

 (m)  Company: Concord Medical Services Holdings Limited, a company incorporated under the laws of the Cayman Islands.
 

 (n)  Custodian: The bank appointed to hold any ADSs on deposit upon or after a public offering of the Shares.
 

 (o)  Depositary: The United States bank appointed by the Company to issue any American Depositary Receipts upon or after a public offering of the Shares.
 

 (p)  Disability: Inability of a Participant to perform in all material respects his or her duties and responsibilities to the Company, or any Affiliates of the Company, by reason of a physical or mental disability or
infirmity which inability is reasonably expected to be permanent and has continued (i) for a period of not less than 90 consecutive days or (ii) such shorter period as the Committee may reasonably
determine in good faith. The Disability determination shall be in the sole discretion of the Committee and a Participant (or his or her representative) shall furnish the
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   Committee with medical evidence documenting the Participant’s disability or infirmity which is satisfactory to the Committee.
 

 (q)  Effective Date: The date the Board approves the Plan, or such later date as is designated by the Board.
 

 (r)  Employment: The term “Employment” as used herein shall be deemed to refer to (i) a Participant’s employment if the Participant is an employee of the Company or any of its Affiliates, (ii) a Participant’s
services as a consultant, if the Participant is consultant to the Company or its Affiliates and (iii) a Participant’s services as an non-employee director, if the Participant is a non-employee member of the
Board.

 

 (s)  Fair Market Value: The value of a Share, determined as follows: if on the Grant Date or other determination date the Shares are listed on an established national or regional stock exchange, or are publicly
traded on any established securities market, the Fair Market Value of a Share shall be the closing price of the Shares on such exchange or in such market (if there is more than one such exchange or market
the Committee shall determine the appropriate exchange or market) on the Grant Date or such other determination date (or if there is no such reported closing price, the Fair Market Value shall be the mean
between the highest bid and lowest asked prices or between the high and low sale prices on such trading day) or, if no sale of Shares is reported for such trading day, on the next preceding day on which any
sale shall have been reported. If the Shares are not listed on such an exchange, quoted on such system or traded on such a market, Fair Market Value shall be the value of the Shares as determined by the
Committee in good faith, and shall be determined by the reasonable application of a reasonable valuation method within the meaning of Section 409A of the Code and the regulations promulgated
thereunder.

 

 (t)  Grant Date: The date as of which the Committee approves an Award.
 

 (u)  ISO: An Option that is also an incentive share option granted pursuant to Section 6(d) of the Plan.
 

 (v)  LSAR: A limited share appreciation right granted pursuant to Section 7(d) of the Plan.
 

 (w)  Other Share-Based Awards: Awards granted pursuant to Section 8 of the Plan.
 

 (x)  Option: A share option granted pursuant to Section 6 of the Plan.
 

 (y)  Option Price: The purchase price per Share of an Option, as determined pursuant to Section 6(a) of the Plan.
 

 (z)  Participant: An employee, director or consultant who is selected by the Committee to participate in the Plan. To the extent required by Applicable Laws, Awards may be limited to employees and officers
or employees and directors.
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 (aa)  Permitted Holder: Means, as of the date of determination, (i) the Company or (ii) any employee benefit plan (or trust forming a part thereof) maintained by (A) the Company or (B) any corporation or
other Person of which a majority of its voting power of its voting equity securities or equity interest is owned, directly or indirectly, by the Company.

 

 (bb)  Person: A “person”, as such term is used for purposes of Section 13(d) or 14(d) of the Act (or any successor section thereto).
 

 (cc)  Plan: This Concord Medical Services Holdings Limited 2008 Share Incentive Plan.
 

 (dd)  Shares: Ordinary Share of the Company.
 

 (ee)  Share Appreciation Right: A share appreciation right granted pursuant to Section 7 of the Plan.

3. Shares Subject to the Plan

               Subject to adjustment as provided in Section 9 hereof, the total number of Shares which may be issued under the Plan is 13,218 Shares. Among the total number of Shares that may be issued under the Plan, up
to 13,218 Shares may be issued for the purpose of granting Options (all of which may be issued as ISOs) and/or Share Appreciation Rights. The Shares may consist, in whole or in part, of authorized and unissued
Shares, treasury Shares or Shares purchased on the open market. The issuance of Shares or the payment of cash upon the exercise of an Award or in consideration of the cancellation or termination of an Award shall
reduce the total number of Shares available under the Plan, as applicable. Shares which are subject to Awards which terminate or lapse without the payment of consideration may be granted again under the Plan.

4. Administration

               The Plan shall be administered by the Committee, which may delegate its duties and powers in whole or in part to any subcommittee thereof consisting solely of at least two individuals who are intended to
qualify as “Non-Employee Directors” within the meaning of Rule 16b-3 under the Act (or any successor rule thereto) and an “independent director” as defined, to the extent applicable, in either Rule 4200 of the
NASDAQ Stock Market Rules (or any applicable successor rule thereto) or in NYSE Rule 303A.02 (or any applicable successor rule thereto). Awards may, in the discretion of the Committee, be made under the Plan in
assumption of, or in substitution for, outstanding awards previously granted by the Company or its Affiliates or a company acquired by the Company or with which the Company combines. The number of Shares
underlying such substitute awards shall be counted against the aggregate number of Shares available for Awards under the Plan. The Committee is authorized to interpret the Plan, to establish, amend and rescind any
rules and regulations relating to the Plan, and to make any other determinations that it deems necessary or desirable for the administration of the Plan. The Committee may correct any defect or supply any omission or
reconcile any inconsistency in the Plan in the manner and to the extent the Committee deems necessary or desirable. Any decision of the Committee in the interpretation and administration of the Plan, as described
herein, shall lie
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within its sole and absolute discretion and shall be final, conclusive and binding on all parties concerned (including, but not limited to, Participants and their beneficiaries or successors). The Committee shall have the
full power and authority to establish the terms and conditions of any Award consistent with the provisions of the Plan and to waive any such terms and conditions at any time (including, without limitation, accelerating
or waiving any vesting conditions). The Committee shall require payment of any amount it may determine to be necessary to withhold for any applicable taxes as a result of the exercise, grant or vesting of an Award.
Unless the Committee specifies in the applicable Award Agreement or otherwise, the Participant may elect to pay a portion or all of such withholding taxes by (a) delivery in Shares or (b) having Shares withheld by the
Company from any Shares that would have otherwise been received by the Participant.

5. Limitations

               No Award may be granted under the Plan after the tenth anniversary of the Effective Date, but Awards theretofore granted may extend beyond that date.

6. Terms and Conditions of Options

               Options granted under the Plan shall be, as determined by the Committee, non-qualified or incentive share options for U.S. federal income tax purposes, as evidenced by the related Award Agreements, and
shall be subject to the foregoing and the following terms and conditions and to such other terms and conditions, not inconsistent therewith, as the Committee shall determine:

 (a)  Option Price. The Option Price per Share shall be determined by the Committee, and unless specifically approved by the Board, shall not be less than 100% of the Fair Market Value of the Shares on the
Grant Date.

 

 (b)  Exercisability. Options granted under the Plan shall be exercisable at such time and upon such terms and conditions as may be determined by the Committee, but in no event shall an Option be exercisable
more than eight years after the Grant Date.

 

 (c)  Exercise of Options. Except as otherwise provided in the Plan or in an Award Agreement, an Option may be exercised for all, or from time to time any part, of the Shares for which it is then exercisable. For
purposes of Section 6 of the Plan, the exercise date of an Option shall be the later of the date a notice of exercise is received by the Company and, if applicable, the date payment is received by the Company
pursuant to clauses (i), (ii), (iii) or (iv) in the following sentence. The purchase price for the Shares as to which an Option is exercised shall be paid to the Company in full at the time of exercise at the
election of the Participant (i) in cash or its equivalent (e.g., by check), (ii) to the extent permitted by the Committee, in Shares having a Fair Market Value equal to the aggregate Option Price for the Shares
being purchased and satisfying such other requirements as may be imposed by the Committee; provided, that such Shares have been held by the Participant for no less than six months (or such other period
as established from time to time by the Committee in order to avoid adverse accounting treatment applying generally
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   accepted accounting principles), (iii) partly in cash and, to the extent permitted by the Committee, partly in such Shares or (iv) if there is a public market for the Shares at such time, through the delivery of
irrevocable instructions to a broker to sell Shares obtained upon the exercise of the Option and to deliver promptly to the Company an amount out of the proceeds of such Sale equal to the aggregate Option
Price for the Shares being purchased. No Participant shall have any rights to dividends or other rights of a shareholder with respect to Shares subject to an Option until the Participant has given written
notice of exercise of the Option, paid in full for such Shares and, if applicable, has satisfied any other conditions imposed by the Committee pursuant to the Plan.

 

 (d)  ISOs. The Committee may grant Options under the Plan that are intended to be ISOs. Such ISOs shall comply with the requirements of Section 422 of the Code (or any successor section thereto). No ISO
may be granted to any Participant who at the time of such grant, owns more than ten percent of the total combined voting power of all classes of share of the Company or of any Affiliates, unless (i) the
Option Price for such ISO is at least 110% of the Fair Market Value of a Share on the date the ISO is granted and (ii) the date on which such ISO terminates is a date not later than the day preceding the fifth
anniversary of the date on which the ISO is granted. Any Participant who disposes of Shares acquired upon the exercise of an ISO either (i) within two years after the date of grant of such ISO or (ii) within
one year after the transfer of such Shares to the Participant, shall notify the Company of such disposition and of the amount realized upon such disposition. All Options granted under the Plan are intended
to be nonqualified share options, unless the applicable Award Agreement expressly states that the Option is intended to be an ISO. If an Option is intended to be an ISO, and if for any reason such Option
(or portion thereof) shall not qualify as an ISO, then, to the extent of such nonqualification, such Option (or portion thereof) shall be regarded as a nonqualified share option granted under the Plan; provided
that such Option (or portion thereof) otherwise complies with the Plan’s requirements. In no event shall any member of the Committee, the Company or any of its Affiliates (or their respective employees,
officers or directors) have any liability to any Participant (or any other Person) due to the failure of an Option to qualify for any reason as an ISO.

 

 (e)  Attestation. Wherever in this Plan or any agreement evidencing an Award a Participant is permitted to pay the exercise price of an Option or taxes relating to the exercise of an Option by delivering Shares,
the Participant may, subject to procedures satisfactory to the Committee, satisfy such delivery requirement by presenting proof of beneficial ownership of such Shares, in which case the Company shall treat
the Option as exercised without further payment and shall withhold such number of Shares from the Shares acquired by the exercise of the Option.

7. Terms and Conditions of Share Appreciation Rights

 (a)  Grants. The Committee also may grant (i) a Share Appreciation Right independent of an Option or (ii) a Share Appreciation Right in connection
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   with an Option, or a portion thereof. A Share Appreciation Right granted pursuant to clause (ii) of the preceding sentence (A) may be granted at the time the related Option is granted or at any time
prior to the exercise or cancellation of the related Option, (B) shall cover the same number of Shares covered by an Option (or such lesser number of Shares as the Committee may determine) and
(C) shall be subject to the same terms and conditions as such Option except for such additional limitations as are contemplated by this Section 7 (or such additional limitations as may be included in
an Award Agreement).

 

 (b)  Terms. The exercise price per Share of a Share Appreciation Right shall be an amount determined by the Committee but in no event shall such amount be less than the greater of (i) the Fair Market
Value of a Share on the date the Share Appreciation Right is granted or, in the case of a Share Appreciation Right granted in conjunction with an Option, or a portion thereof, the Option Price of the
related Option and (ii) the minimum amount permitted by Applicable Laws. Each Share Appreciation Right granted independent of an Option shall entitle a Participant upon exercise to an amount
equal to (i) the excess of (A) the Fair Market Value on the exercise date of one Share over (B) the exercise price per Share, times (ii) the number of Shares covered by the Share Appreciation Right.
Each Share Appreciation Right granted in conjunction with an Option, or a portion thereof, shall entitle a Participant to surrender to the Company the unexercised Option, or any portion thereof,
and to receive from the Company in exchange therefore an amount equal to (i) the excess of (A) the Fair Market Value on the exercise date of one Share over (B) the Option Price per Share, times
(ii) the number of Shares covered by the Option, or portion thereof, which is surrendered. The date a notice of exercise is received by the Company shall be the exercise date. Payment shall be
made in Shares or in cash, or partly in Shares and partly in cash (any such Shares valued at such Fair Market Value), all as shall be determined by the Committee. Share Appreciation Rights may be
exercised from time to time upon actual receipt by the Company of written notice of exercise stating the number of Shares with respect to which the Share Appreciation Right is being exercised. No
fractional Shares will be issued in payment for Share Appreciation Rights, but instead cash will be paid for a fraction or, if the Committee should so determine, the number of Shares will be
rounded downward to the next whole Share.

 

 (c)  Limitations. The Committee may impose, in its discretion, such conditions upon the exercisability or transferability of Share Appreciation Rights as it may deem fit.
 

 (d)  Limited Share Appreciation Rights. The Committee may grant LSARs that are exercisable upon the occurrence of specified contingent events. Such LSARs may provide for a different method of
determining appreciation, may specify that payment will be made only in cash and may provide that
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   any related Awards are not exercisable while such LSARs are exercisable. Unless the context otherwise requires, whenever the term “Share Appreciation Right” is used in the Plan, such term shall
include LSARs.

8. Other Share-Based Awards

               The Committee, in its sole discretion, may grant or sell Awards of Shares and Awards that are valued in whole or in part by reference to, or are otherwise based on the Fair Market Value of, Shares (collectively,
“Other Share-Based Awards”). Such Other Share-Based Awards shall be in such form, and dependent on such conditions, as the Committee shall determine, including, without limitation, the right to receive, or vest with
respect to, one or more Shares (or the equivalent cash value of such Shares) upon the completion of a specified period of service, the occurrence of an event and/or the attainment of performance objectives. Other Share-
Based Awards may be granted alone or in addition to any other Awards granted under the Plan. Subject to the provisions of the Plan, the Committee shall determine to whom and when Other Share-Based Awards will be
made, the number of Shares to be awarded under (or otherwise related to) such Other Share-Based Awards; whether such Other Share-Based Awards shall be settled in cash, Shares or a combination of cash and Shares;
and all other terms and conditions of such Awards (including, without limitation, the vesting provisions thereof and provisions ensuring that all Shares so awarded and issued shall be fully paid and non-assessable).

9. Adjustments Upon Certain Events

               Notwithstanding any other provisions in the Plan to the contrary, the following provisions shall apply to all Awards granted under the Plan:

 (a)  Generally. In the event of any change in the outstanding Shares after the Effective Date by reason of any Share dividend or split, reorganization, recapitalization, merger, consolidation, spin-off,
combination, combination or transaction or exchange of Shares or other corporate exchange, or any distribution to shareholders of Shares other than regular cash dividends or any transaction
similar to the foregoing, the Committee in its sole discretion and without liability to any person shall make such substitution or adjustment, if any, as it deems to be equitable, as to (i) the number or
kind of Shares or other securities issued or reserved for issuance pursuant to the Plan or pursuant to outstanding Awards, (ii) the maximum number of Shares for which Options or Share
Appreciation Rights may be granted during a calendar year to any Participant, (iii) the maximum number of Shares for which Other Share-Based Awards may be granted during a calendar year to
any Participant, (iv) the maximum amount of an Award that is valued in whole or in part by reference to, or is otherwise based on the Fair Market Value of, Shares that may be granted during a
calendar year to any Participant, (v) the Option Price or exercise price of any share appreciation right and/or (vi) any other affected terms of such Awards.

 

 (b)  Change in Control. In the event of a Change of Control after the Effective Date, (i) if determined by the Committee in the applicable Award
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   Agreement or otherwise, any outstanding Awards then held by Participants which are unexercisable or otherwise unvested or subject to lapse restrictions shall automatically be deemed exercisable
or otherwise vested or no longer subject to lapse restrictions, as the case may be, as of immediately prior to such Change of Control and (ii) the Committee may, but shall not be obligated to,
(A) cancel such Awards for fair value (as determined in the sole discretion of the Committee) which, in the case of Options and Share Appreciation Rights, may equal the excess, if any, of value of
the consideration to be paid in the Change of Control transaction to holders of the same number of Shares subject to such Options or Share Appreciation Rights (or, if no consideration is paid in any
such transaction, the Fair Market Value of the Shares subject to such Options or Share Appreciation Rights) over the aggregate exercise price of such Options or Share Appreciation Rights or
(B) provide for the issuance of substitute Awards that will substantially preserve the otherwise applicable terms of any affected Awards previously granted hereunder as determined by the
Committee in its sole discretion or (C) provide that for a period of at least 15 days prior to the Change of Control, such Options shall be exercisable as to all shares subject thereto and that upon the
occurrence of the Change of Control, such Options shall terminate and be of no further force and effect.

10. No Right to Employment or Awards

               The granting of an Award under the Plan shall impose no obligation on the Company or any Affiliate to continue the Employment of a Participant and shall not lessen or affect the Company’s or any Affiliate’s
right to terminate the Employment of such Participant. No Participant or other Person shall have any claim to be granted any Award, and there is no obligation for uniformity of treatment of Participants, or holders or
beneficiaries of Awards. The terms and conditions of Awards and the Committee’s determinations and interpretations with respect thereto need not be the same with respect to each Participant (whether or not such
Participants are similarly situated).

11. Successors and Assigns

               The Plan shall be binding on all successors and assigns of the Company and a Participant, including without limitation, the estate of such Participant and the executor, administrator or trustee of such estate, or
any receiver or trustee in bankruptcy or representative of the Participant’s creditors.

12. Nontransferability of Awards

               Unless otherwise determined by the Committee, an Award shall not be transferable or assignable by the Participant otherwise than by will or by the laws of descent and distribution. An Award exercisable after
the death of a Participant may be exercised by the legatees, personal representatives or distributees of the Participant.

13. Amendments or Termination
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               The Board may amend, alter or discontinue the Plan, but no amendment, alteration or discontinuation shall be made, (a) without the approval of the shareholders of the Company, if such action would (except
as is provided in Section 9 of the Plan), increase the total number of Shares reserved for the purposes of the Plan or change the maximum number of Shares for which Awards may be granted to any Participant or
(b) without the consent of a Participant, if such action would diminish any of the rights of the Participant under any Award theretofore granted to such Participant under the Plan; provided, however, that the Committee
may amend the Plan in such manner as it deems necessary to permit the granting of Awards meeting the requirements of any Applicable Laws.

               Without limiting the generality of the foregoing, to the extent applicable, notwithstanding anything herein to the contrary, this Plan and Awards issued hereunder shall be interpreted in accordance with
Section 409A of the Code and Department of Treasury regulations and other interpretative guidance issued thereunder, including without limitation any such regulations or other guidance that may be issued after the
Effective Date. Notwithstanding any provision of the Plan to the contrary, in the event that the Committee determines that any amounts payable hereunder will be taxable to a Participant under Section 409A of the Code
and related Department of Treasury guidance prior to payment to such Participant of such amount, the Company may (a) adopt such amendments to the Plan and Awards and appropriate policies and procedures,
including amendments and policies with retroactive effect, that the Committee determines necessary or appropriate to preserve the intended tax treatment of the benefits provided by the Plan and Awards hereunder
and/or (b) take such other actions as the Committee determines necessary or appropriate to comply with the requirements of Section 409A of the Code.

14. Jurisdictions

               In order to assure the viability of Awards granted to Participants employed in various jurisdictions, the Committee may, in its sole discretion, may provide for such special terms as it may consider necessary or
appropriate to accommodate differences in local law, tax policy or custom applicable in the jurisdiction in which the Participant resides or is employed. Moreover, the Committee may approve such supplements to,
amendments, restatements, or alternative versions of the Plan as it may consider necessary or appropriate for such purposes without thereby affecting the terms of the Plan as in effect for any other purpose; provided,
however, that no such supplements, restatements or alternative versions shall increase the Share limitation contained in Section 3 hereof. Notwithstanding the foregoing, the Committee may not take any actions
hereunder, and no Awards shall be granted that would violate any Applicable Laws.

15. Distribution of Shares

               The obligation of the Company to make payments in Shares pursuant to an Award shall be subject to all Applicable Laws and to any such approvals by government agencies as may be required. Without
limiting the generality of the foregoing, Shares distributed pursuant to an Award may consist, in whole or in part, of authorized and unissued Shares, treasury Shares or Shares purchased on the open market.
Additionally, in the discretion of the Committee, American Depository Shares may be distributed in lieu of Shares in settlement of any Award, provided that the American Depository Shares shall be of equal value to
the Shares that would have otherwise been distributed. If the number of Shares represented by an American Depository Share is other
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than on a one-to-one basis, the limitations of Section 3 shall be adjusted to reflect the distribution of American Depository Shares in lieu of Shares.

16. Taxes

               No Shares shall be delivered under the Plan to any Participant until such Participant has made arrangements acceptable to the Committee for the satisfaction of any income and employment tax withholding
obligations under any Applicable Laws, in particular, the tax laws, rules, regulations and government orders of the People’s Republic of China or the U.S. federal, state or other local tax laws, as applicable. The
Company and each of its Subsidiaries shall have the authority and the right to deduct or withhold, or require a Participant to remit to the Company, an amount sufficient to satisfy federal, state, local and foreign taxes
(including the Participant’s payroll tax obligations, if any) required to be withheld under any Applicable Laws with respect to any Award issued to the Participant hereunder. The Committee may in its discretion and in
satisfaction of the foregoing requirement allow a Participant to elect to have the Company withhold Shares otherwise issuable under an Award (or allow the return of Shares) having a Fair Market Value equal to the
sums required to be withheld. Notwithstanding any other provision of the Plan, the number of Shares which may be withheld with respect to the issuance, vesting, exercise or payment of any Award (or which may be
repurchased form the Participant of such Award after such Shares were acquired by the Participant from the Company) in order to satisfy the Participant’s federal, state, local and other income and payroll tax liabilities
with respect to the issuance, vesting, exercise or payment of the Award shall, unless specifically approved by the Committee, be limited to the number of Shares which have a Fair Market Value on the date of
withholding or repurchase equal to the aggregate amount of such liabilities based on the minimum statutory withholding rates for federal, state, local and other income tax any payroll tax purposes that are applicable to
such taxable income.

17. Choice of Law

               The Plan shall be governed by and construed in accordance with the laws of the state of New York.

18. Effectiveness of the Plan

               The Plan shall be effective as of the Effective Date and shall terminate on the tenth anniversary of the Effective Date, subject to earlier termination by the Board pursuant to Section 13 hereof.



Exhibit 10.3

Form of Medical Equipment
Lease Agreement

Parties to the Agreement:
   
Lessee:  Hospital      (hereinafter referred to as “Party A”)
   
Legal Representative:   
   
Address:   
   
Lessor:  (hereinafter referred to as “Party B”)
   
Legal Representative:   
   
Address:   

Whereas:

1. For purposes of maintaining the leading position in respect of medical technology and academic development, the Lessee plans to establish [     ] Centre (hereinafter referred to as the “Centre”)/plans to expand [     ]
Centre (hereinafter referred to as the “Centre”) and wishes to install certain medical equipment as follows: [     ];

2. The Lessor is a professional company which is engaged in the lease of large medical equipment as well as provision of relevant services;
 

  Upon friendly consultation and based on the principle of equality and the mutual benefit, with respect to the lease of the medical equipment (hereinafter referred to as the “Leased Assets”) to Party A by Party B,
both Party A and Party B have reached the following agreements;

Article 1 Leased Assets

1.1 Party B agrees to lease to Party A the following medical equipment                     .

1



 

1.2 The name, model number and specifications, total price, manufacturers, and etc., of the Leased Assets will be subject to the results of the collective tender process. Upon the completion of the collective tender
process, both parties shall reach further agreement in respect of the name, model number and specifications, total price, manufacturers, and etc., of the Leased Assets in form of a supplemental agreement.

1.3 To facilitate the performance of the lease, Party A shall be responsible for obtaining all necessary procurement licenses, environmental evaluation and assessment, filing for approval of charges and prices, and such
other matters as required for operating the Leased Assets. Party A shall also process and complete all procedures required for the use and installation of the Leased Assets and construct and renovate the machine
room required for the Leased Assets pursuant to the provisions of regulations and rules of the government and the relevant agencies.

Article 2 Use of the Leased Assets

2.1 The Leased Assets shall be used at Party A’s [     ] Centre for purpose of [     ].

2.2 The Leased Assets must be installed and placed at the location agreed by both parties within the premises of Party A. Without the written consent of Party B, Party A shall not change the location and operation
environment of the Leased Assets.

Article 3 Ownership of the Leased Assets

3.1 During the Lease Term, the ownership of the Leased Assets as listed in the Appendix to this Agreement, including any parts and components, replacement parts, attached parts and auxiliary parts of (or to be
attached to) the Leased Assets, shall always belong to Party B. During the Lease Term, Party A shall only enjoy the right to use the Leased Assets. Party A may not sell, transfer, sub-lease, or set
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  mortgage over the Leased Assets or dispose the Leased Assets as investment, and may not conduct any other actions that may infringe Party B’s rights and benefits. Otherwise, Party A shall take the
corresponding liabilities for breach of the Agreement.

3.2 In the event that Party A is shut down, suspended, merged or acquired, changes the type of its ownership or enters into bankruptcy, Party A shall have no right to dispose of the Leased Assets; regardless of any
Agreementual relationship entered into with any third party by Party A or any changes of Party A’s status as a legal person, Party B’s ownership of the Leased Assets shall in no event be affected.

3.3 During the performance of the Agreement, Party B shall have the right to inspect the use and condition of the Leased Assets and as long as such inspection would not affect the use of the equipment, Party A shall
make such inspection convenient. Without Party B’s written consent, Party A may not disassemble any parts and components nor change the premises where the Leased Assets are used. Party B shall have the right
to mark the logo of the ownership onto the Leased Assets. Party B (or its entrusted agent) shall have right to check, on a regular basis or at any time, the use and condition of the Leased Assets which Party A shall
facilitate.

3.4 Given that the implementation of this Agreement would not be effected, Party B shall have the right to set mortgage over the Leased Assets or transfer its beneficial interests to any third party.

Article 4 Lease Term

4.1 The Lease Term shall be                      years, commencing from the time that all of the Leased Assets have been in place and after                      months of trial operation (the specific date shall be confirmed by both
parties in writing).

4.2 The Lease Term shall be fixed. During the Lease Term, Party A may not unilaterally suspend or terminate the lease nor propose any requirement for making amendment hereto due to any reasons.
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4.3 Upon expiration of the Lease Term, both Parties may renew this Agreement after Party B has conducted the relevant maintenance, upgrading and renovation for the Leased Assets based on the then actual situation
of the Leased Assets. However, Party B must guarantee that the Leased Assets may be operated normally during the effective term of the renewed Agreement.

Article 5 Rental and Payment

5.1 Rental calculation method:
 

  From Year 1 to Year [       ], the rental payment shall be [      ] % of the Revenue of the Leased Assets on a monthly basis;
 

  From Year [       ] to Year [       ], the rental payment shall be [     ] % of the Revenue of the Leased Assets on a monthly basis;
 

  Revenue of the Leased Assets = Total amount received by using the Leased Assets for diagnosis (or treatment) minus the Hospital’s costs and expenses, which include the Hospital’s costs and expenses arising from
diagnosis (or treatment) by using the Leased Assets, wages, bonus, welfare, overtime charges, travel and accommodation expenses of the personnel of the Centre, utility charges for water and electric power, costs
of consumptive materials, costs for printing materials, hospitality expenses, academic gathering expenses, R&D cost, the repair and maintenance costs of the Leased Assets, costs of office articles, fixed line
telephone charges, expenses for settlement of medical disputes, insurance premium for the Leased Assets, and the cost of [      ].

5.2 The rental payment shall be payable on a monthly basis. Party A shall transfer the amount of the rental payment for the previous month to the account as designated by Party B prior to the 10th day of each month.
The account information for the payment will be as follows:

Name of the account:

Bank name:

Account number:
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  Simultaneously, Party B shall issue an official tax invoice to Party A.
 

  During the effective term of this Agreement, Party A’s payment to the designated bank account set forth above will be deemed performance of the payment obligation under this Agreement. Without the consent of
Party B, Party A’s payment to any other account or in any other manner will not be deemed performance of its obligation hereof. In the event that Party B needs to change its account number for receiving the
payment, Party B shall give advance written notice to Party A and Party A’s finance department.

Article 6 Performance Guarantee Deposit

  Within [      ] days after this Agreement becomes effective, Party A shall transfer a performance guarantee deposit in the amount of [       ] to the account designated by Party B. Within [       ] days upon termination
or expiration of this Agreement, Party B shall return such deposit, without any interest accrued, to Party A after deducting the outstanding amount payable by Party A under this Agreement.

Article 7 Rights and Obligations of Both Parties

7.1 Party A’s rights and obligations

7.1.1 Party A shall issue a letter of confirmation regarding the rental payment to Party B every month. Such letter of confirmation shall include the amount of the charges collected for the Leased Assets, the Hospital’s
costs and expenses, etc. Party A shall also make undertakings as to the accuracy of all the data provided in such letter of confirmation.

7.1.2 To provide the machine room and auxiliary rooms for the Leased Assets and to add in all such auxiliary facilities and etc. as necessary; to provide the professional personnel including experts, doctors, nurses and
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  technicians and to provide the convenient conditions in respect of the logistics service.
 

7.1.3 To assist the supplier in handling the domestic equipment transportation, installation and adjustment, trial and other matters.

7.1.4 To be responsible for the treatment and other medical decisions of the patients and to deal with the medical disputes arising from the Centre in due course.

7.1.5 Party A will properly manage and safeguard the Leased Assets and designate specially-assigned staff to take charge of the daily work for the operation of the Leased Assets.

7.1.6 To be responsible for processing and completing all procedures with the competent supervising departments and the relevant authorities in relation to the approval of the project, procurement permits,
environmental evaluation and assessment, approval of charges and prices and qualification for coverage by medical insurance, as well as all routine procedures as required to be processed on a yearly basis.

7.1.7 Party A may not use the Leased Assets for diagnosis and treatment free of charge. In case of any required exemption or reduction of charges due to special reasons, such exemption or reduction shall be approved
and signed by both Parties.

7.1.8 Party A may not effect early termination or amendment this Agreement with the excuse that the principle of Party B has been recovered, or the revenue from the Leased Assets are continually growing, or any
leader of the Hospital has been changed.

7.1.9 During the Lease Term, Party A may not separately operate any other project competing with the Center either by itself or by cooperating with any third party.

7.2 Party B’s rights and obligations
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7.2.1 To liaise with the supplier for delivering the Leased Assets as designated by Party A on a timely basis and assist the supplier in installing, adjusting and testing the Leased Assets.

7.2.2 To be informed of the status of the operation of the Leased Assets at all times based on the financial information of income and expenses related to the operation of the Leased Assets provided by Party A.

7.2.3 Party B or Party B’s entrusted agent (including asset appraiser, accountant, and so on) shall have the right to examine the use and the condition of the Leased Assets which Party A shall facilitate.

7.2.4 To assist the supplier in providing such necessary technical information as required for the use of the Leased Assets.

7.2.5 To assist the supplier in conducting daily repair and maintenance of the Leased Assets.

7.2.6 To liaise with the professional management company for planning and organization of the Centre’s academic promotion and guidance for operation and management.

7.2.7 Party B shall be entitled to use the information and data generated from the treatment by using the Leased Assets, such as the number of patients treated, the amount of charges collected, the treatment plans and
the treatment results of the patients, etc.

7.2.8 After the completion of the Lease Term, under the same conditions, Party B shall have the preemptive right to provide leasing with respect to any future similar project.

Article 8 Delivery, Examination and Acceptance of the Leased Assets

8.1 Delivery, examination and acceptance: After the Leased Assets are delivered to the premises, Party A shall examine the Leased Assets for acceptance pursuant to the content as provided in the Appendix hereof. In
the event that the Leased Assets fail to meet the agreed requirements, Party A shall timely make a note on the delivery receipt and wait for Party B to settle it. Party A shall be responsible
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  for safeguarding the Leased Assets as soon as the Leased Assets arrive at the location for installation or operation.
 

8.2 Technical examination and acceptance: After Party A has made tests and adjustment upon installation and has diagnosed or treated the first 30 cases of patients, if Party A confirms that the Leased Assets comply
with the technical requirements, Party A shall issue an acceptance receipt to Party B within 5 days, wherein the delivery of the Leased Assets shall be deemed completed. Failure to issue the receipt in a timely
manner and in the absence of any written rejection by Party A, the delivery of the Leased Assets shall be deemed properly completed. The Lease Term shall commence and the charges collected from such 30 cases
shall be included into the revenue of the Center.

8.3 In the event that the Leased Assets fail to comply with the requirements upon examination, Party B shall assist the supplier in further handling.

Article 9 Loss and Damage of the Leased Assets and Third Party’s Damage

9.1 During the Lease Term, Party B shall be responsible for purchasing insurance policies for the Leased Assets and the beneficiary shall be Party B or any third party designated by Party B. The insurance premiums
shall be included as the Hospital’s costs and expenses.

9.2 During the Lease Term, in case of any insurance incidents, Party A shall actively cooperate with Party B for processing the claim with the relevant insurance company.

9.3 During the Lease Term, in the event that the Leased Assets are lost or damaged due to Party A’s fault, Party A shall, with all costs and expenses arising born by Party A, take one or several of the following actions
as determined by Party B:

(i) to restore or repair the Leased Assets so that the Leased Assets is able to be used in completely normal manner;

(ii) to replace the parts, components or articles with the same model number and the same function of the Leased Assets;
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(iii) Under the conditions of (i) and (ii), Party A shall continue to lease and use the Leased Assets with its obligation of paying the rental payments unchanged. During the period when the Leased Assets
cannot be operated normally, Party A shall pay Party B with the monthly rental payments equal to the average rental payments in the three months prior to the loss or damage of the Leased Assets.

(iv) in case that the loss or damage of the Leased Assets is severe to the extent that no repair can be conducted, Party A shall be liable for the loss of Party B pursuant to the provision regarding the
Agreementual breach.

9.4 In the event that any third party (such as the patient or etc.) is injured or suffers any loss or damage due to the reasons of the Leased Assets itself (such as the technical reasons or quality defects, etc.), Party A shall,
together with Party B, jointly claim and pursue such damages from the seller of the Leased Assets.

9.5 In the event that any third party (the patient) is injured or suffers any loss or damage due to the improper use of the Leased Assets by Party A, Party A shall be responsible for such liabilities.

9.6 In the event that any third party (such as the patient, etc.) is injured or suffers any loss or damage due to the force majeure (not due to the reasons of the Leased Assets itself or the reasons of Party A), in principle,
neither Party A nor Party B shall be liable for compensation. Party A shall be responsible for taking precautions against such kind of “risk” and will purchase insurance to cover such third party’s damage in such
cases.

Article 10 Disposal of the Leased Assets Upon Expiry of the Lease Term

Upon the expiry of the Lease Term, if both parties will not renew the Agreement, the Leased Assets shall be returned to Party B.

Article 11 Breach of Agreement

11.1 Both Party A and Party B shall perform the corresponding responsibilities and obligations in accordance with the time schedules as provided in this Agreement.
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  In case of any beach of Agreement, the breaching party shall compensate the other party’s economic loss.
 

11.2 Any delay in making rental payment by Party A shall not exceed two months. In case of any such delay, Party A shall pay Party B with a daily default penalty equal to 0.05% of the overdue amount, except where
such delay is caused by the force majeure.

 

11.3 In case of any breach of Agreement as set forth below, Party B shall have the right to terminate this Agreement and be entitled to a default penalty paid by Party A, calculated with the formula below:
  Default Penalty = Remaining Lease Term (month) × monthly average rental obtained by Party B in one year prior to the beach of Agreement ×150%

If the Lease Term is shorter than one year, the monthly average rental obtained by Party B shall be deemed 3% of the purchase price of the equipment:

11.3.1 any delay in making the rental payment exceeding two months by Party A;
 

11.3.2 unilateral early termination or modification of this Agreement by Party A in violation of this Agreement;
 

11.3.3 unilateral disposal (including sale, sub-lease, removal or transfer and etc.) of the Leased Assets in violation of this Agreement;
 

11.3.4 provision of false and untrue information regarding the Revenue of the Leased Assets and so on, such that the rental payment that Party B collected becomes less than such amount to which Party B
should be entitled;

 

11.3.5 introduction of any similar medical equipment with similar functions to the Leased Assets through any third party or cooperation with any third party to develop similar projects in violation of this Leased
Agreement;

 

11.3.6 suspension of normally providing medical services to the patients using the Leased Assets for a period exceeding 30 days due to the man-made reasons of Party A; or severe damage or loss of the Leased
Assets due to improper use, intentional damage or careless storage by Party A.

11.4. In case of any of the above mentioned breach or infringement by either Party A or Party B, the breaching or infringing party shall be liable for all costs for lawsuits,
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  legal counsel fee and other expenses arising from the other party’s realization of the creditor’s rights.

Article 12 Dispute Settlement

  Any and all disputes related to this Agreement shall be resolved by both Party A and Party B through consultation. In case that no settlement could be reached through consultation, either party may file
claim with the People’s Court as designated by Party B.

Article 13 Appendix

  The Appendix to this Agreement is an integrated part hereof and shall have the equal legal validity as that of the main text hereof.

Article 14 Effectiveness of the Agreement

  This Agreement shall become effective upon being signed and stamped by both Party A and Party B.

Article 15 Termination of the Agreement

15.1 This Agreement shall automatically terminated upon the expiry of the Lease Term.

15.2 All indebtedness arising from the performance of this Agreement by either Party A or Party B will be terminated upon full repayment of all debts, including all outstanding rental payments, default penalties,
indemnification, and so on.

15.3 In case of impossibility of performance of the Agreement or use of the Leased Assets due to war, natural disaster, force majeure and other factors, this Agreement shall be terminated and neither party shall be
liable for or have any rights against the other party.

15.4 Prior to the commencing of the Lease Term, under the following circumstances, Party B shall have the right to terminate this Agreement without any liability:

15.4.1 Party A fails to obtain the procurement permits for the medical equipment;
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15.4.2 Party A fails to prepare and provide, on a timely basis, the premises for using the Leased Assets.

15.5 In the event that the government or the military adjusts its policy and issues any regulation or document for prohibiting equipment lease within the country or within the military system, resulting in this
Agreement not being able to be performed, but without affecting the use of the Leased Assets, Party A shall be responsible for coordination and negotiation. During such period of coordination and negotiation,
Party A shall be still subject to the obligation for paying the rental on a timely basis. If no resolution can be reached upon negotiation, this Agreement may be terminated in early manner, provided that, however,
Party A shall make a lump-sum payment for the remaining rental payments to Party B. The remaining rental payments shall be equal to the amount of the original price of the Leased Assets minus the depreciation
for the years during which the rent has been paid (the number of years for calculating the depreciation shall be equal to the Lease Term, without considering any remaining value):

 

  Remaining Rental Payments = Original Price of Leased Assets (calculated based on the bidding price) × (1- the number of years during which the rental payments has been paid ÷ Lease Term)

Article 16 Miscellaneous

16.1 Both parties hereto have carefully read through all the terms of this Agreement. Reasonable manner has been adopted to urge both parties to pay attention to the terms regarding exemption or restriction on their
responsibilities as provided herein. Per request of both parties, explanation has been made in respect of the relevant terms.

16.2 Both parties hereto have authorized their respective representatives to sign this Agreement. All terms of this Agreement are all true meanings and representation of both parties and shall have legal binding effect
on both parties.
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Article 17 The original of this Agreement and the Appendix hereto shall be prepared in four copies of which Party A and Party B shall each hold two copies.
 

Article 18 With respect to any matters not covered herein, both parties may sign a supplemental agreement in relation thereto. Any supplemental agreement and this Agreement shall have equal legal
validity.

Article 19    This Agreement is signed and executed on [day] [month], [200___].

(No main context follows)

Party A:      Hospital

Legal Representative (or Authorized Representative):

Party B:

Legal Representative (or Authorized Representative):
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Exhibit 10.4

Form of Equipment Management Services Agreement

(Project [          ])
   
Party A:   
   
Party B:  [                    ] Hospital
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Parties to the Agreement:   
   
Party A:  Company
Legal Representative:   
Address:   
   
Party B:  Hospital
Legal Representative:   
Address:   

Article 1 Precondition and Objective of this Agreement

1.1  For purposes of fully using the internationally advanced [     ] system and continuously enhancing the quality of the diagnosis (treatment) provided by Party B, and upon friendly consultation between Party A
and Party B, Party B agrees to entrust Party A to provide operating service in respect to the target equipment and auxiliary products leased to Party B by [     ] Company under the Medical Equipment Lease
Agreement entered into by and between [          ]. Party A shall charge the service fee pursuant to the agreed terms hereof.

 

1.2  Unless otherwise specified, all relevant terms and explanations shall have the same meanings of such terms and explanations as set forth in the Medical Equipment Lease Agreement.

Article 2 Term of Operating Service

Party B shall entrust Party A to provide the [          ] Centre with the operating service with a term of [     ] years, commencing from the date on which this Agreement is signed and executed to the date of termination of
the Lease Term as provided in the Medical Equipment Lease Agreement.
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Article 3 Content of Service

The services to be offered by Party B to Party A includes:

3.1  Party A may send service personnel to provide onsite service.
 

3.2  Party A shall have the right to set up an account book for recording the number of cases of diagnosis (or treatment), purchase and use of equipment and consumptive materials, as well as other costs.
 

3.3  Party A shall have the right to be informed of the status of the operation of the Centre’s equipment at all times based on the financial information of income and expenses related to the operation of the Centre’s
equipment as provided by Party B, and shall have the right to engage an accounting firm to conduct audits on the book with which Party B shall cooperate.

 

3.4  Party A may examine the use and condition of the Centre’s equipment. Without the written consent of Party A, during the term of this Agreement, Party B may not disassemble any parts and components of the
Centre’s equipment nor change the premise where the equipment is used.

 

3.5  Party A shall provide such necessary technical information for the use of the Centre’s equipment and conduct appropriate marketing and promotional activities.
 

3.6  Party A shall provide recommendations regarding the employment and engagement of experts and advisors for the Centre.
 

3.7  Party A shall assign professional personnel to examine the service quality.
 

3.8  Other service as agreed by both Party A and Party B.

Article 4 Service Fee

4.1  The service fee shall be accounted for and settled on a monthly basis. The amount shall be calculated as [     ] % of the total amount of the revenue generated by the [          ] Centre’s equipment in a month net of
the Centre’s own expenses (Operating Costs) as expressly provided in the Lease Contract.

 

4.2  The Centre’s own expenses (Operating Costs): refers to costs for consumptive materials needed for the operation of the equipment; the bonus of the personnel
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  directly related to the Centre; office expenses; media and advertisement fees, website establishment fees; fees for necessary technical training, academic exchange and the cost for hiring specialists and advisors;
equipment repair cost; charges for water and electric power, and other fees approved by both Parties. During the period of the management service, the Centre’s own expenses (Operating Costs) for each month
shall not exceed [     ]% of the total amount of the revenue generated by the [          ] Centre’s equipment for that month. In case that it exceeds [     ]%, it shall be calculated as [     ]%.

 

4.3  Party B shall transfer the service fee of the previous month to the account designated by Party A prior to the 15th day of each month. The account number for making such payment shall be as follows:

Name of the account:

Bank name:

Account number:

Article 5 Commitments of Each Party

5.1  Party A shall be responsible for contacting the manufacturers for replacement of parts and components, maintenance and repair of the equipment.
 

5.2  Party A shall be responsible for marketing, publicity, technology upgrades, and patient education.
 

5.3  Party B shall be responsible for providing the premises, auxiliary medical equipment and communication instruments used by the Centre; and providing professional personnel including doctors, nurses and
technicians. Party B shall also provides convenient conditions in respect of the logistics service.

 

5.4  Party B shall be responsible for treatment and other medical decision of the patients and independently take all responsibility relating to medical treatment.
 

5.5  Party B promises that during the period in which Party A is entrusted to provide the management service, no excuse can be used for exemption or reduction in the treatment fee for any patient who uses the
equipment. During such period, if a patient pays the relevant fees at a rate which is lower than the approved charging
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  rate, the differential shall be paid by Party B (except in the case of unanimous consent by both Parties).
 

5.6  Party B promises that during the period in which Party A is entrusted to provide the management service, Party B may not, through any third party, introduce into the Centre any medical equipment which has
similar function as the equipment managed by Party A. Otherwise, Party A shall have the right to manage the operation for such equipment and shall collect all the revenue generated from such equipment.

 

5.7  Party B promises that during the period in which Party A is entrusted to provide the management service, Party B may not dispose of the equipment. In the event that the equipment is to be disposed of because
of national or local policy or regulation, such disposal shall be implemented pursuant to the relevant provisions of Article 8.4 hereof.

 

5.8  Party B promises that during the period in which Party A is entrusted to provide the management service, Party B may not terminate this Agreement early or amend this Agreement with the excuse that the
principle of the Lessor has been recovered, or the benefits from the Leased Assets are continually growing, or any leader of the Hospital has been changed. Party B shall not infringe Party A’s legal rights and
interests under any early termination due to any reason other than in accordance with the legal requirements.

Article 6 Equipment Service and Operation

For purposes of ensuring the normal operation of the equipment and the maximum effectiveness and benefits, both Parties have reached an agreement in respect of the following items.

6.1  An Equipment (or the “Centre”) Service Committee will be established and be referred to as the “Service Committee” (which will not be qualified as a legal person). The Service Committee shall consist of
[     ] members and during the period of service, Party B shall appoint [     ] members while Party A shall appoint [     ] members. The Service Committee shall have one Director as nominated by Party B and
shall have one Deputy Director as nominated by Party
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  A. Each Party shall have the right to replace any of the members nominated by such party at its discretion.

6.2  The term of office of the members of the Service Committee shall be three years and may be renewed upon expiry.
 

6.3  The Service Committee is the decision-making organization for work and has the following duties:

6.3.1  to convene the meetings of the Service Committee;
 

6.3.2  to determine the operating plan of the equipment;
 

6.3.3  to approve the annual financial cost and budget proposal of the equipment;
 

6.3.4  to approve basic rules and systems of service related to the operating service of the equipment.

6.4  The following items may become effective only after having been confirmed by both Party A and Party B in writing and stamped with the corporate seal:

6.4.1  to prepare and establish any and all articles of association, service system, human resource and compensation system and financial system related to the operation of the equipment;
 

6.4.2  to approve the appointment and dismissal and remuneration of the Director and Deputy Director and to establish any service organization;
 

6.4.3  annual financial budget and final accounts;
 

6.4.4  to handle any material medical disputes and medical incidents related to the equipment.

6.5  The Service Committee shall convene the meeting at least once every year and the meeting shall be convened and chaired by the Director of the Service Committee. All of the members shall be notified in
writing 10 days prior to the convening of the meeting (except for under special circumstances). The members of the Service Committee shall prepare minutes for the meetings. The members who participated in
the meetings shall sign on the minutes. All meeting minutes shall be filed and kept in records.

 

6.6  The Centre’s Director shall take responsibility for management under the leadership of the Service Committee. The Center will have one Director, nominated by Party B and one Deputy Director, nominated by
Party A. Both the
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  Director and the Deputy Director shall report to the Service Committee and shall perform the following duties:

6.6.1  to manage all daily work and to organize the implementation of all resolutions of the Service Committee;
 

6.6.2  to organize for implementation the annual operating plan;
 

6.6.3  to prepare the proposals for establishing internal service organizations;
 

6.6.4  to establish specific rules and systems for handling medical disputes and incidents;
 

6.6.5  to propose the appointment or dismissal of other personnel;
 

6.6.6  other duties as assigned by the Service Committee.

6.7  None of the Director or member of the Service Committee, or the Director or Deputy Director of the Center may deposit any revenue of the Center into any account opened in the name of such individuals or
any other person. None of the Director or member of the Service Committee, or the Director or Deputy Director of the Center may set mortgage upon the Center’s equipment for providing guaranty for the
liability of any person.

 

6.8  In the event that when performing duties, the Director or member of the Service Committee, or the Director or Deputy Director of the Center violates relevant laws, regulations or administrative rules and
caused any damages, he/she shall be responsible for any legal consequences and compensation liability. And the Service Committee shall have the right to dismiss him/her.

 

6.9  The total number of employees shall be proposed by the Director of the Center and submitted to the Service Committee for approval. Except as otherwise expressly provided by the Service Committee, under
the same conditions, the Center shall give priority to employing the staff of the hospital and, as necessary, may publicly recruit employees through the hospital from outside. Party B shall be responsible for
processing all relevant procedures. In the event that it is necessary to increase the total number of employees to meet the needs of the business, the Director of the Center shall submit a written proposal to the
Service Committee and such increase shall be implemented after both the Director and Deputy Director of the Service Committee sign and agree with the proposal.
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Article 7 Third Party Liability for Damages and Injury

7.1  During the period of the management service, should any third person (patient) suffer from any injury or damage due to the quality issue of the equipment, Party B shall be responsible pursuing the matter with
the manufacturer or the operator. Before the successful resolution of the matter, all fees shall be borne by Party A.

 

7.2  During the period of the management service, should any third person (patient) suffer from any injury or damage due to improper use of the equipment by Party B, Party B shall be responsible for compensation.

Article 8 Breach of Contract

8.1  In the event that Party B is late in making any payment of the service fee, it shall pay Party A a daily default penalty equal to 0.05% of the overdue amount.
 

8.2  In case of any of the actions below on the part of Party B, Party A shall have the right to terminate this Agreement. In addition to the default penalty, Party B shall immediately pay Party A with all of the
outstanding service fees whether or not such fees have become due for payment. The monthly service fees not yet due for payment shall be calculated as [ ] % of the average amount of the monthly revenue of
the Centre’s equipment in the three months prior to Party B’s breach of contract:

8.2.1  if Party B delays in paying any monthly service fee owed to Party A for more than two months;
 

8.2.2  if Party B maliciously prevents Party A’s service relating to the equipment or Party A’s supervision and examination of Party B’s finance status;
 

8.2.3  if Party B maliciously provides Party A with false and untrue data of the costs of or the revenue generated from the use of the equipment so that the service fee that Party A collected becomes less than
such amount that to which Party A is entitled;

 

8.2.4  if due to the malicious reason of Party B, the equipment stops providing normal medical service to patients for more than 10 days;
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8.2.5  if without the consent of Party A, Party B unilaterally terminates this Agreement early;
 

8.2.6  if without the consent of Party A, Party B unilaterally disposes of the equipment.

8.3  In case of any of the actions below on the part of Party A, Party B shall have the right to terminate this Agreement and Party A should compensate Party B for the loss of Party B wherein the amount of
compensation shall be equal to the amount of the service fees charged and collected by Party A in the six months prior to such contractual breach;

8.3.1  if Party A unilaterally terminates this Agreement;
 

8.3.2  if when the equipment fails to function, Party A fails to contact for repair or replacement of the parts and components as agreed herein such that the equipment cannot be operated.

8.4  In case that due to the national or local government’s or the military’s policy or regulation. the Agreement needs to be terminated early, Party B shall make a lump-sum payment for all the service fees not yet
due for payment to Party A. The monthly service fee not yet due for payment shall be calculated as [     ] % of the average amount of the monthly revenue of the Centre’s equipment in the three months prior to
Party B’s contractual breach.

Article 9 Signing, Effectiveness and Supplement of the Agreement

9.1  This Agreement shall become effective upon being signed and stamped by both Party A and Party B.
 

9.2  This Agreement shall be executed in two parts with each of Party A and Party B hold one copy. Both copies of this Agreement shall have equal legal validity.
 

9.3  Any relevant supplemental agreement regarding the performance , liabilities for breach of contract as well as termination of this Agreement that both Parties may have shall be subject a Supplemental
Agreement signed and executed by the Parties to this Agreement. Upon being executed by the respective authorized
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  persons of both Parties, the Supplemental Agreement shall become an integrated part hereof and shall have the equal legal validity as that of the main text hereof.

Article 10 Dispute Settlement and Applicable Laws

10.1  Any and all disputes related to this Agreement shall be resolved through friendly consultation first by both Party A and Party B. Should no settlement be reached, any lawsuit should be brought to the People’s
Court of the jurisdiction where Party A is located. All expenses and costs incurred from the lawsuit (including the costs of the court, the legal counsel fee and other relevant costs) shall be borne by the losing
party.

 

10.2  During the course of the legal proceedings, other parts of this Agreement shall continue to be performed except for such part under dispute and the legal proceedings.
 

10.3  This Agreement shall be governed by the Law of the People’s Republic of China.

Article 11 Miscellaneous

11.1  Within the scope of the government’s policy, the performance of this Agreement shall not be affected by any change of the personnel of Party B or Party B’s competent supervising departments, nor be affected
by any other man-made factors.

 

11.2  In the event that the government’s policy restricts the performance of this Agreement, in compliance with the laws and regulations and without prejudice to the vested benefits of both Parties, Party A shall have
the right to seek a new channel for cooperation and Party B expresses its approval and will actively cooperate with Party A, except as provided in Article 8.4 hereof.

 

11.3  In the event that any terms hereof are deemed to be void and invalid, or illegal or cannot be enforceable, the effectiveness, legitimacy and enforceability of the remaining terms of this Agreement shall not be
affected.

 

11.4  Both Party A and Party B promise that they shall treat as confidential the relevant commercial content involved herein (including the content of the Agreement, etc.)
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  and guarantee that they shall not disclose the relevant content in any form (essay, speeches, reports or any other channels).
 

11.5  The rights of both Parties as stipulated herein may be waived or changed only by written express representation.
 

11.6  Both Party A and Party B have authorized their respective representatives to sign and execute this Agreement. No amendment hereto can be made unless both Party A and Party B have authorized their
respective representatives to sign and execute a written form of documents, except otherwise agreed herein.

 

11.7  Both Party A and Party B have fully understood and confirmed all of the content and terms hereof. This Agreement is the true meaning and representation of both Parties.
 

11.8  This Agreement is signed and executed on [day] [month], [200___].

(No main context follows.)

Party A:

Legal Representative (or Authorized Representative):

Party B:

Legal Representative (or Authorized Representative):
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Exhibit 10.5

Form of Service-only
Management Agreement

Date of Execution: [day] [ month] [year]

Place of Execution: [          ]
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Party A:  Hospital
   
Address:   
Postal Code:   
Telephone:   
Facsimile:   
   
Party B:   
   
Address:   
Postal Code:   
Telephone:   
Facsimile:   

Whereas:

1.  Party A intends to develop the [          ] Center (hereinafter referred to as the “Center”) in its hospital into a top-tier treatment and research center which can create good economic and social benefits;
 

2.  Party B, as a professional management company, has advantages in respect of clinical medical treatment, publicity in the medical market, technical promotion, cooperation for R&D, as well as operation and
management;

 

  Based on the principle of equality and mutual benefits and upon friendly consultation, with respect to the entrustment to Party B by Party A of the management of the operation of the [          ] Center in Party
A’s hospital, both Party A and Party B have reached the following agreement:

Article 1 Term of Entrusted Management

Both Party A and Party B agree that the term of the entrusted management of the Center shall be [          ] years. After the installment and adjustment of the equipment is completed, there will be a three-month
trial operation period prior to the commence of the formal operation period. The profit generated during the
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trial operation period shall be managed by Party B and will be used to cover the costs and expenses of the opening ceremony of the Center. Upon the expiry of this Agreement, both Parties may renew this
Service-only Management Agreement upon mutual agreement reached after negotiation.

Article 2 Revenue and Operating Costs of the Center

2.1  Revenue of the Center: refers to the revenue generated by using the Center’s [          ] and its auxiliary equipment for diagnosis, treatment and the relevant services as well as the revenue generated by using
other relevant equipment.

 

2.2  Operating Costs of the Center: refers to the direct costs and the relevant expenses arising from using the Center’s [          ] and its auxiliary equipment for diagnosis, treatment and the relevant services, including
the following items:

2.2.1  wages and bonuses of the medical personnel of the Center (calculated and reserved at the amount equal to [     ] % of the Revenue of the Center);
 

2.2.2  costs and expenses for marketing and publicity (calculated and reserved at the amount equal to [     ] % of the Revenue of the Center);
 

2.2.3  Equipment maintenance costs (calculated and reserved at the amount equal to [     ] % of the Revenue of the Center);
 

2.2.4  The Center’s daily office expenses and the funds reserved for the Management Committee (calculated and reserved at the amount equal to [     ] % of the Revenue of the Center).
 

  In total, all the foregoing items will be calculated and reserved at the amount equal to [     ] % of the Revenue of the Center.

Article 3 Management Fee and Payment

Both Parties agree that the Management Fee shall consist of two parts, namely, the Management Costs and Share from Net Revenue.

3.1  Management Costs
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  Such part of the Management Fee shall be equal to [     ]% of the Revenue of the Center.
 

  Both Parties agree that Party B shall receive [     ]% of the Revenue of the Center on a monthly basis as Management Fee, which will be used to pay part of the Operating Costs of the Center, such as wages and
bonuses of the medical personnel, costs for marketing and publicity, equipment maintenance costs, the Center’s office expenses and the funds reserved for the Management Committee.

 

3.2  Share from Net Revenue
 

  Such part of the Management Fee shall be equal to [     ]% of the Net Revenue of the Center.
 

  Net Revenue of the Center = Revenue of the Center – Operating Costs of the Center – Floor Revenue Submission to the Hospital

3.2.1  Floor Revenue Submission to the Hospital shall be equal to Renminbi [          ] per month. In the event that due to equipment maintenance and other reasons, the Center fails to operate in normal fashion
for more than [          ] days, the Floor Revenue Submission to the Hospital for the current month shall be reduced or exempted depending on the actual conditions.

 

3.2.2  If the difference between the Operating Costs of the Center and the Revenue of the Center for the current month is insufficient to pay for the Floor Revenue Submission to the Hospital, the deficient
portion shall be supplemented by Party B.

 

3.2.3  The Center shall be subject to an annual audit at the end of each year. If the annual revenue obtained by the Hospital from the Center for the current year is less than Renminbi [          ] (i.e., the sum of
[          ] % of the Net Revenue of the Center plus the Floor Revenue Submission for the whole year is less than Renminbi [          ] ), the amount of difference shall be paid by Party B.

 

3.2.4  The settlement of the Management Fee shall be as follows: the Management Fee shall be settled monthly. Party A shall complete the settlement of the Management Fee for the previous month prior to the
10th
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  day of each month and transfer the payment to the account designated by Party B within 5 days upon completion of such settlement.

3.3  The account designated by Party B shall be as follows:

Name of the account:

Bank name:

Account number:

Article 4 Management Committee

For the purpose of managing the Center in a better manner, both Parties will jointly establish a Management Committee for the Center (hereinafter referred to as the “Management Committee”), which will be
responsible for determining the daily management matters related to the Center’s operation. Any matters involving modification to the this Agreement between both Parties shall be submitted to the leadership
of Party A and of Party B for confirmation.

4.1  The Management Committee shall consist of [          ] members, selected by both Parties. [          ] members will be selected from Party A of which one member will be appointed as the Deputy Director of the
Management Committee; [          ] members will be selected from Party B of which one member will be appointed as the Director of the Management Committee. Either Party shall have the right to replace its
respective selected members on the Management Committee. All daily operational matters of the Center shall be approved by more than 50% of the total members of the Management Committee.

 

4.2  In the event that the Director of the Management Committee fails to perform his/her duties for any reason, the Deputy Director of the Management Committee shall perform the Director’s duties on his behalf.
Should the Deputy Director of the Management Committee also fail to perform his/her duties for any reason, another member of the Management Committee authorized by the Director or the Deputy Director
of the Management Committee shall perform the duties accordingly.
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4.3  The Management Committee shall convene meetings once or twice every year. The meeting shall be convened and chaired by the Director of the Management Committee. Under special circumstances, the
Director of the Management Committee may convene and chair a provisional meeting. The minutes for the meetings of the Management Committee shall be filed and kept in records.

 

4.4  The Center’s Directors shall take responsibility for management under the leadership of the Management Committee. The Center will establish an Office of Directors, taking charge of daily management of the
Center. The Office of Directors will have an Administrative Director, who shall be nominated by Party B, and a Medical Director, who shall be nominated by Party A.

 

4.5  The Administrative Director shall be responsible for implementing the resolutions of the meetings of the Management Committee, organizing and guiding the Center’s daily management matters. The Medical
Director shall be responsible for the medical and technical related matters and assisting the Administrative Director in daily management work.

 

4.6  The Administrative Director must report to the Management Committee regarding the daily operation of the Center on a quarterly basis and shall prepare and submit a financial settlement report to the
Management Committee every half year.

 

4.7  The employment of other personnel of the Center shall be planned by the Center’s Administrative Director. Upon approved by the Management Committee, the Center will be responsible for recruitment and
employment. Party A shall be responsible for examining and reviewing the qualifications of the employees and shall assist in processing the procedures of employment. All personnel employed must meet the
requirements of employment as provided in the management rules of Party A.

 

4.8  All personnel employed by the Center shall be subject to a system of the labor contracts. Party A shall enter into labor contracts with each of its employees.

Article 5 Rights and Obligations of Each Party

5.1  Party A’s rights and obligations
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5.1.1  To make timely payment of the Management Fee payable to Party B.
 

5.1.2  To be responsible for processing and completing all procedures with the competent supervising departments and the relevant authorities with relation to approval of the project, procurement permits,
environmental impact evaluation and assessment, approval of charges and prices,and qualification for coverage by medical insurance, as well as all routine procedures as required to be processed on a
yearly basis.

 

5.1.3  To provide all equipment, machine room and auxiliary rooms for the Center; to add necessary auxiliary facilities, etc.; to provide the professional personnel, including doctors, nurses and technicians; and
to provide convenient conditions for the logistics service.

 

5.1.4  To be responsible for coordinating the relationship between the Center and each and all of Party A’s departments and to provide support for sourcing of the patients for the Center.
 

5.1.5  To be responsible for the treatment and other medical decisions of the patients and to handle the medical disputes arising from the Center in a timely manner.
 

5.1.6  To be responsible for cooperating with Party B for Party B’s financing audit and to provide financial information of the Center upon the request by Party B.
 

5.1.7  To be responsible for providing Party B with the letter of confirmation regarding the revenue and the management fee on a monthly basis.
 

5.1.8  Except for the Center, Party A promises that it would not separately operate any project that would compete against the Center either by itself or by cooperating with any third party.
 

5.1.9  To support Party B to develop the marketing and publicity activities related to the operation and management of the radiotherapy treatment center of Party A. Subject to the condition that Party B is in
compliance with the relevant provisions of the government, Party A should actively cooperate. The costs for academic promotion and the marketing and
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  publicity activities shall be accounted for as the Operating Costs of the Center.

5.2  Party B’s rights and obligations

5.2.1  To assign professional management personnel to manage the operation of the Center.
 

5.2.2  To be responsible for the Center’s academic promotion, planning, organization and operation.
 

5.2.3  To be responsible for the construction and upgrading of the digital medical network and system, realizing the sharing of sources, and interactive and remote diagnosis.
 

5.2.4  To be responsible for the publicity of the Center.
 

5.2.5  To assist Party A in selection of the equipment model, procurement and bidding process for the equipment. To protect the mutual interests and benefits of both Party A and Party B. To be responsible for
contacting the supplier for replacement parts and components, maintenance and repair of the equipment of the Center.

 

5.2.6  To be responsible for cooperating with Party A in handling medical disputes.
 

5.2.7  To properly complete the payment of the Floor Revenue Submission to the Hospital. Party A shall deduct the Floor Revenue Submission of the previous month from the Center prior to the 10th day of
each month. In case of any insufficiency, Party B shall timely make up the deficient portion.

Article 6 Finance and Tax

6.1  The Center shall formulate its financial system according to the government’s laws and regulations and the relevant rules. The Center shall make profit distribution on a monthly basis and shall have an annual
settlement to be made at the end of the year.

8



 

6.2  All taxes levied on the revenue of each party under this Agreement shall be borne respectively by each party on its own.

Article 7 Liabilities for Breach of Contract

7.1  In the event that Party A delays in making any payment of the Management Fee to Party B without due reason, Party A shall pay to Party B a daily default penalty equal to [ ] % of the overdue amount.
 

7.2  In case of any of the following events, Party B shall have the right to unilaterally terminate this Agreement. In addition, Party A shall waive Party B’s obligations of making the monthly Floor Revenue
Submissions to the Hospital and guaranteeing the annual Floor Revenue Submission as set forth in Article 3 hereof. Furthermore, Party A shall make compensation to Party B at the amount calculated according
to the following formula:

 

  Compensation amount = Average amount of the Management Fee in the three months prior to termination of this Agreement ´ 12 months

7.2.1  If Party A delays in making any payment of the Management Fee to Party B for a period of over 60 days, in addition to paying to Party B all overdue Management Fee and default penalty in a lump-sum
payment, Party A shall make compensation to Party B pursuant to the foregoing provision;

 

7.2.2  If Party A separately operates any project competing against the Center, either by itself or by cooperating with any third party.
 

7.2.3  If any external factor affects the operation of the Center, causing the Center to suffer losses for two consecutive years and, as a result, the revenues of Party A and Party B are affected.

7.3  Party B shall properly store and manage the equipment provided by Party A. In case that Party A’s equipment is damaged due to the fault of Party B, Party B shall make compensation for any loss.
 

7.4  Party B shall strictly comply with the provisions related to the medical and health industry under the State’s laws and regulations and shall scientifically manage and operate the project entrusted by Party A in
good manner. In the event that
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  Party B violates the foregoing provisions and Party A suffers from economic loss under such entrusted management, subject to the specific situation, Party A has the right to early termination of this Agreement
and may request Party B to compensate its relevant economic loss according to the following manner. The compensation amount shall be equivalent to Section 7.2 of this Article 7 “Liabilities for Breach of
Contract”.

 

7.5  In case that during the term of cooperation between Party A and Party B, the foregoing agreement is not able to be performed in a normal manner due to any factors relating to government policies, upon
friendly consultation by and between both Parties, this Agreement may be subject to early termination.

Article 8 Dispute Settlement

Any and all disputes arising from or related to this Agreement or the Appendix hereof shall be adjudicated by the People’s Court as designated by the party initiating the lawsuit for judgment.

Article 9 Effectiveness and Termination of the Agreement

9.1  This Agreement shall be executed in two copies while each of Party A and Party B shall hold one copy. This Agreement shall become effective upon being signed and sealed by the respective legal
representatives or authorized representatives of each of Party A and Party B. Should there be any matters not covered herein, both Parties may separately consult with each other and further enter into a
Supplemental Contract. The Supplemental Contact and this Agreement shall have equal and same legal validity.

 

9.2  Upon reaching a unanimous consensus by both Parties hereto, this Agreement may be terminated.

(No contractual text follows.)
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SIGNATURE PAGE WITHOUT CONTRACTUAL TEXT.

Party A:
(Corporate Seal)

Legal Representative:                                          (signature)

Party B:
(Corporate Seal)

Legal Representative:                                          (signature)

Date of Execution: [Day][Month] of 2009
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Exhibit 10.6

Summary of the Oral Agreements between China Medstar Pte. Ltd.
and Beijing Medstar Hi-Tech Investment Co., Ltd.

On May 30, 2005 and December 31, 2006, Beijing Medstar Hi-Tech Investment Co., Ltd. agreed to provide to China Medstar Limited, the predecessor entity of China Medstar Pte. Ltd., loans in the aggregate amount of
38,634 Singapore Dollars. The loans were agreed to be used by China Medstar Limited for the payment of professional services fees incurred for a private placement transaction. The loans were unsecured, interest free
and repayable on demand.



Exhibit 10.7

Summary of the Oral Agreements between
China Medstar Pte. Ltd. and Dr. Zheng Cheng

From December 31, 2004 to December 31, 2007, Dr. Zheng Cheng agreed to provide to China Medstar Limited, the predecessor entity of China Medstar Pte. Ltd., loans in the aggregate amount of 264,094.6 Singapore
Dollars. The loans were agreed to be used for the payment of certain fees incurred in relation to the initial public offering of China Medstar Limited on the Alternative Investment Market of the London Stock Exchange.
The loans were unsecured, interest free and repayable on demand.



Exhibit 10.8

Summary of the Oral Agreements between
China Medstar Pte. Ltd. and Mr. Yaw Kong Yap

From November 30, 2006 to September 30, 2009, Yaw Kong Yap agreed to provide to China Medstar Limited, the predecessor entity of China Medstar Pte. Ltd., loans in the aggregate amount of 30,255.3 Singapore
Dollars. The loans were agreed to be used by China Medstar Limited to pay for certain of its administrative expenses. The loans were unsecured, interest-free and repayable on demand.



Exhibit 10.9

CONFIDENTIAL TREATMENT REQUESTED BY CONCORD MEDICAL SERVICES HOLDINGS LIMITED

REDACTED Version of Exhibit 10.9
Translation

CERTAIN INFORMATION (INDICATED BY ASTERISKS) IN THIS EXHIBIT
HAS BEEN OMITTED AND FILED SEPARATELY WITH THE SECURITIES

AND EXCHANGE COMMISSION. CONFIDENTIAL TREATMENT HAS BEEN
REQUESTED WITH RESPECT TO THE OMITTED PORTION.

Medical Equipment Lease Agreement

Parties:

Lessee: Chang’an Hospital Company Limited          (“Party A”)
Legal Representative: Cai Shijie
Address: No.17, Wenjing Road, Xi’an

Lessor: Medstar (Shanghai) Leasing Co., Ltd.          (“Party B”)
Legal Representative: Cheng Zheng
Address: Suite 803, 620 Zhangyang Road, Pudong New District, Shanghai

Whereas:

1.  For purposes of maintaining its leading position in medical technology and academic development, the Lessee plans to expand the cancer diagnostic and treatment center (the “Centre”) and wishes to install
certain medical equipment;

 

2.  The Lessor is a professional company which is engaged in the lease of large medical equipment as well as provision of relevant services;
 

3.  The Lessor intends to purchase from Xi’an Century Friendship Medical Technology Co., Ltd. such medical equipment as set out in Appendix 1 hereto and lease the same to the Lessee for use by Chang’an
Hospital and the Lessee accepts the manufacturer, specifications, model, equipping, etc. of such equipment;

1



 

CONFIDENTIAL TREATMENT REQUESTED BY CONCORD MEDICAL SERVICES HOLDINGS LIMITED

  NOW, THEREFORE, upon friendly consultations and based on the principle of equality and mutual benefit, Party A and Party B hereby agree as follows with respect to the leasing by Party B to Party A of the
medical equipment set out in Appendix 1 hereto (the “Leased Assets”):

Article 1 Leased Assets

1.1  Party B agrees to lease to Party A the Leased Assets listed in Appendix 1 hereto, the price of which is RMB*** million.
 

1.2  In order for the lease project to be carried out smoothly, Party A shall be responsible for procuring all necessary procurement licenses, environmental evaluation and assessment, charges and prices approval
filing, and such other matters as required for the operation of the Leased Assets. Party A shall also process and complete all procedures required for the use and installation of the Leased Assets and shall
construct and furnish the machine room, etc. required for the Leased Assets pursuant to the regulations and rules of the state and relevant authorities.

Article 2 Use of the Leased Assets

2.1  The Leased Assets shall be used at Party A’s premises for the purpose of carrying out cancer diagnostic and treatment work.
 

2.2  The Leased Assets must be installed and placed at the location agreed by the Parties within the premises of Party A. Without the written consent of Party B, Party A shall not change the location and operation
environment of the Leased Assets.

Article 3 Ownership of the Leased Assets

3.1  During the Lease Term, the ownership of the Leased Assets as listed in the Appendix to this Agreement, including any parts and components, replacement
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  parts, attached parts and auxiliary parts of (or to be attached to) the Leased Assets, shall always belong to Party B. During the Lease Term, Party A shall only enjoy the right to use the Leased Assets. Party A
may not sell, transfer, sub-lease, mortgage, or make investment by means of, the Leased Assets, or otherwise conduct any other action that may infringe Party B’s rights and benefits. Otherwise, Party A shall
assume corresponding breach of contract liabilities.

 

3.2  Where Party A is shut down, suspended, merged or acquired, or modifies the type of its ownership or enters into bankruptcy, Party A shall have no right to dispose of the Leased Assets. Party B’s ownership of
the Leased Assets shall not be affected by any agreement entered into by Party A with any third party or any change to Party A’s status as a legal person.

 

3.3  During the performance of the Agreement, Party B shall have the right to inspect the use and conditions of the Leased Assets and as long as such inspection would not affect the use of the equipment, Party A
shall facilitate the carrying-out of such inspection. Without Party B’s written consent, Party A may not add or remove any parts and components of the Leased Assets nor shall it change the premises of use of
the Leased Assets. Party B shall have the right to affix marks of ownership onto the Leased Assets. Party B (or its entrusted agent) shall have the right to inspect, on a regular basis or at any time, the use and
conditions of the Leased Assets and Party A shall exert every effort to facilitate the same.

 

3.4  Party B shall have the right to mortgage the Leased Assets or transfer its beneficial interests to a third party, provided that the implementation of this Agreement and the normal use by Party A shall not be
affected thereby.

Article 4 Lease Term

4.1  The Lease Term shall be *** years, commencing from September 1, 2009 and expiring on ***. If the Parties fail to formally commence the lease as of September 1, 2009, the Lease Term will be extended
accordingly and will be re-agreed by the Parties by a supplementary instrument.
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4.2  The Lease Term shall be fixed. During the Lease Term, Party A may not unilaterally suspend or terminate the lease hereunder nor shall it request any change to the provisions hereof on any ground.
 

4.3  Upon expiration of the Lease Term, the Parties may renew this Agreement after Party B shall have conducted relevant maintenance, upgrading and renovation work in respect of the Leased Assets based on the
then actual conditions of the Leased Assets, provided that Party B shall guarantee the normal operation of the Leased Assets during the term of the renewed agreement.

Article 5 Rental Fee and Payment

5.1  Rental fee calculation method:
 

  From ***, the rental fee = ***;
 

  From ***, the rental fee = ***;
 

  (1) Revenue of Leased Assets: Total fee amounts received from the use of the Leased Assets for diagnosis (or treatment)
 

  (2) Hospital-Paid Costs and Expenses: Various costs and expenses incurred during the course of diagnostic or treatment, including: the wages, bonus, welfare benefits, overtime charges and travel and
accommodation expenses of the personnel of the Centre (exclusive of personnel dispatched by both Parties); water and power utility charges; costs of consumables; document printing costs; hospitality
expenses; academic exchange expenses; R&D assistance costs; the repair and maintenance costs of the Leased Assets; costs of office supplies; telephone charges; medical dispute settlement expenses, etc.

 

5.2  The rental fee shall be paid on a monthly basis. Party A shall transfer the rental fee of the previous month to the designated account of Party B by the 15th day of each month. The information of the account for
the receipt of rental fee payments is as follows:

 

  Account Name: Medstar (Shanghai) Leasing Co., Ltd.
 

  Bank name: Shanghai Waigaoqiao Gaoqiao Branch, Agricultural Bank of China
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  Account number: ***
 

  Simultaneously, Party B shall issue an official tax invoice to Party A.
 

  During the term of this Agreement, the making of payment by Party A to the designated bank account set forth above shall be deemed performance of its payment obligation hereunder and the making of
payment by Party A to any other account or in any other manner without the consent of Party B shall not be deemed performance of its obligation hereunder. Where Party B needs to change its account for the
rental fee payment, Party B shall give prior written notice to Party A and Party A’s finance department.

Article 6 Rights and Obligations of the Parties

6.1 Party A’s rights and obligations

6.1.1  Party A shall issue on a monthly basis a rental fee confirmation letter to Party B, setting out the fee amounts of the Leased Assets, the Hospital-Paid Costs and expenses, etc. Party A shall warrant the
truthfulness of the data provided in such letter.

 

6.1.2  Party A shall provide the machine room and auxiliary rooms for the Leased Assets and add necessary auxiliary facilities, etc.; shall provide professional personnel including experts, doctors, nurses and
technicians and shall provide convenience in respect of logistics services.

 

6.1.3  Party A shall assist the supplier in handling domestic transportation, installation, commissioning, etc. of the equipment.
 

6.1.4  Party A shall be responsible for the treatment and other medical decisions of the patients as well as for the timely handling of medical disputes arising from the Centre.
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6.1.5  Party A shall properly manage and safeguard the Leased Assets and shall designate specially-assigned staff to take charge of the daily work in connection with the operation of the Leased Assets.
 

6.1.6  Party A shall be responsible for processing and completing all procedures with the competent supervising departments and relevant authorities in relation to the approval of the project, procurement permits,
environmental evaluation and assessment, approval of charges and prices and qualification for medical insurance coverage, as well as all relevant routine procedures as required to be processed on a yearly
basis.

 

6.1.7  Party A may not use the Leased Assets for diagnosis and treatment free of charge. If any fee exemption or reduction is required by any extraordinary circumstance, such exemption or reduction shall be
approved and signed by both Parties.

 

6.1.8  Party A may not terminate earlier or modify this Agreement on the ground that Party B has recovered its costs, or that the revenue from the Leased Assets is continually growing, or that any leader of the
Hospital has been changed.

 

6.1.9  During the Lease Term, Party A may not separately operate any other project competing with the Center either by itself or in cooperation with any third party.

6.2 Party B’s rights and obligations

6.2.1  Party B shall, in cooperation with the supplier, timely deliver to Party A the Leased Assets designated by Party A and shall assist the supplier in installing and commissioning the Leased Assets.
 

6.2.2  Party B shall inform itself of the operation status of the Leased Assets at all times based on the income and expenses information related to the operation of the Leased Assets as provided by Party A.
 

6.2.3  Party B shall have the right to dispatch Leased Assets administration personnel to manager the Leased Assets and shall have the right to keep a book recording the number of patients diagnosed or treated with
the
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  Leased Assets, the purchase and use of consumables and other costs related to the use of the Leased Assets and Party A shall cooperate with the same.
 

6.2.4  Without written authorization of Party B, the administration personnel dispatched by Party B shall have no authority to amend or supplement any matters agreed hereunder on behalf of Party B.
 

6.2.5  Party B or Party B’s entrusted agent (including asset appraisers, accountants, etc) shall have the right to examine the use and the condition of the Leased Assets and Party A shall exert every effort to facilitate
the same.

 

6.2.6  Party B shall assist the supplier in providing such technical documentation as required for the use of the Leased Assets.
 

6.2.7  Party B shall assist the supplier in conducting daily repair and maintenance work in respect of the Leased Assets.
 

6.2.8  Party B shall cooperate with the professional management company in relation to the planning and organization of the Centre’s academic promotion and guidance on its operation and management.
 

6.2.9  Upon expiry of the Lease Term, where terms and conditions are equal, Party B shall have the preemptive right to provide leasing with respect to any similar project in the future.

Article 7 Delivery, Examination and Acceptance of the Leased Assets

7.1  Delivery, examination and acceptance: After the Leased Assets are delivered to the premises, Party A shall examine the Leased Assets for acceptance in accordance with the Appendix hereof. In the event that
the Leased Assets fail to meet the agreed requirements, Party A shall timely make a note on the delivery receipt and wait for Party B to resolve the same. Party A shall be responsible for safeguarding the Leased
Assets once the Leased Assets arrive at the location for installation or operation.

 

7.2  Technical examination and acceptance: If, upon installation and commissioning and completion by Party A of the diagnostic or treatment of the first 30 patients,
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  Party A confirms that the Leased Assets are in consistency with the technical requirements, Party A shall issue to Party B an acceptance receipt within 5 days, whereupon the delivery of the Leased Assets shall
be deemed completed. Where Party A fails to timely issue such receipt or to raise any written objection, the Leased Assets shall be deemed properly delivered. Thereupon, the Lease Term shall commence and
the charges collected from such 30 patients shall be included as the revenue of the Center.

 

7.3  Where the Leased Assets fail to pass the acceptance examination, the supplier shall be responsible for addressing the matter.
 

7.4  Considering the Leased Assets hereunder are purchased by Party B from Xi’an Century Friendship Medical Technology Co., Ltd., the Parties agree that Xi’an Century Friendship Medical Technology Co., Ltd.
shall be responsible for delivering the Leased Assets to the site designated by Party A. The Parties will, in conjunction with Xi’an Century Friendship Medical Technology Co., Ltd., conduct the acceptance
examination. No risk arising out of the delivery acceptance and the technical acceptance shall be borne by Party B. If the Leased Assets pass the acceptance examination, Party A shall unconditionally lease the
Leased Assets; if the Leased Assets fail to pass the acceptance examination, Xi’an Century Friendship Medical Technology Co., Ltd. shall bear relevant liabilities and Party A shall not bring any suit or claims
against Party B in respect of the same.

Article 8 Liability for Loss and Damage of the Leased Assets and Third Party Injury

8.1  During the Lease Term, Party B shall be responsible to maintain for the Leased Assets insurance with an insurer acceptable to the Parties, and Party B or any third party designated by Party B shall be named as
the beneficiary. The insurance premium shall be included as Hospital-Paid Costs and Expenses.
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8.2  During the Lease Term, upon occurrence of any insurance-covered incident, Party A shall actively cooperate with Party B in processing the claim with the relevant insurer.
 

8.3  During the Lease Term, if the Leased Assets are lost or damaged due to reasons attributable to Party A, Party A shall, at its costs and expenses, take one or several of the following actions as determined by
Party B:

(i) To restore or repair the Leased Assets to the effect that the Leased Assets become capable of being used in a completely normal manner;

(ii) To effect replacement in respect of the Leased Assets with parts, components or assets of the same model and function as the Leased Assets;

(iii) In the case of the circumstances (i) and (ii) above, Party A shall continue to lease the Leased Assets and its obligation to pay the rental fee shall remain unchanged. During the period where the
Leased Assets cannot be operated normally, Party A shall pay to Party B a monthly rental fee equal to the average rental fee amount of the three months preceding the loss or damage of the Leased
Assets.

(iv) Insurance proceeds may be used to cover the repair costs of the Leased Assets and any shortfall amount shall be paid by Party A.

(v) Where the loss or damage of the Leased Assets is beyond repair, Party A shall be liable to indemnify Party B against losses pursuant to the breach of contract provisions hereof.

8.4  If any third party (e.g. patients) suffers any injury as a result of reasons attributable to the Leased Assets themselves (such as technical factors or quality defects, etc.), Party A shall, in conjunction with Party B,
seek recourse against the seller of the Leased Assets.

 

8.5  If any third party (e.g. patients) suffers any injury as a result of Party A’s negligent use of the Leased Assets, Party A shall be held liable.
 

8.6  If any third party (e.g. patients) suffers any injury as a result of force majeure (other than as a result of reasons attributable to the Leased Assets themselves or the fault of Party A), in principle, neither Party A
nor Party B shall be liable to
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  indemnify, provided that Party A shall have the duty to take precautions against such kind of “risks” by taking out third party liability insurance.

Article 9 Disposal of the Leased Assets Upon Expiry of the Lease Term

Upon the expiry of the Lease Term, if the Parties do not renew the Agreement, the Leased Assets shall be returned to Party B.

Article 10 Breach of Agreement

10.1  Party A and Party B shall perform the corresponding responsibilities and obligations in accordance with the time schedules as provided in this Agreement. In case of any beach of Agreement, the breaching
party shall compensate the other party’s economic loss.

 

10.2  Any delay in making rental fee payment by Party A shall not exceed two months. In case of any such delay, Party A shall pay Party B a daily default penalty equal to 0.05% of the overdue amount, except where
such delay is caused by the force majeure.

 

10.3  Any breach by Party A set forth below shall be deemed a material breach by Party A:

 10.3.1  any failure by Party A to perform the lease obligations upon purchase of the Leased Assets by Party B from Xi’an Century Friendship Medical Technology Co., Ltd. in violation of this Agreement;
 

 10.3.2  any delay by Party A in making any rental fee payment exceeding two months by Party A;
 

 10.3.3  any unilateral early termination or modification of this Agreement by Party A in violation of this Agreement;
 

 10.3.4  any interference by Party A in Party B’s management or financial supervision of the Leased Assets;
 

 10.3.5  any unilateral disposal (including sale, sub-lease, removal or transfer, etc.) by Party A of the Leased Assets in violation of this Agreement;
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 10.3.6  provision of any false information by Party A regarding the Revenue of the Leased Assets and so on, such that the rental fee payment collected by Party B is less than the amount to which Party B is
entitled;

 

 10.3.7  introduction of any similar medical equipment with similar functions to the Leased Assets through any third party or cooperation with any third party to develop similar projects in violation of this
Leased Agreement;

 

 10.3.8  any suspension of normal medical services to patients using the Leased Assets for a period exceeding 30 days due to the man-made reasons of Party A; or any severe destruction or loss of the Leased
Assets due to improper use, intentional damage or careless storage by Party A.

10.4  In case of any material breach of Agreement by Party A, Party B shall have the right to terminate this Agreement and take any of the following measures:

 10.4.1  request Party A to immediately make full payment of all undue rental fee, default penalty and all other amounts payable;
 

   Undue Rental Fee = Remaining Lease Term (month) × monthly average rental fee obtained by Party B in one year prior to the beach of Agreement If the Lease Term is shorter than one year, the
monthly average rental fee obtained by Party B shall be deemed 3% of the purchase price of the equipment. Default Penalty = Undue Rental Fee ×50%

 

 10.4.2  terminate this Agreement, and Party B shall take over the Leased Assets to continue the operation, and the revenue generated from such operation of the Leased Assets shall be solely owned by Party B.
Party B shall also have the right to request Party A to pay the default penalty (the calculation method is the same as above) and all other amounts payable.

10.5.  In case of any of the above mentioned breach or infringement by Party A, Party A shall also be liable for all costs for lawsuits, legal counsel fee and other expenses arising from Party B’s realization of its
creditor’s rights.
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Article 11 Dispute Resolution

Any and all disputes related to this Agreement shall be resolved by Party A and Party B through consultation. In case that no settlement could be reached through consultation, either party may bring an action
before the People’s Court designated by Party B.

Article 12 Appendix

The Appendix to this Agreement is an integrated part hereof and shall have the equal legal validity as that of the main text hereof.

Article 13 Effectiveness of the Agreement

This Agreement shall become effective upon being signed and stamped by Party A and Party B.

Article 14 Termination of the Agreement

14.1  This Agreement shall be automatically terminated upon the expiry of the Lease Term.
 

14.2  All claims and indebtedness arising from the performance of this Agreement by Party A and Party B shall be terminated upon full repayment of all debts, including all rental fee payments, default penalties,
indemnification, and so on.

 

14.3  In case of impossibility of performance of the Agreement or use of the Leased Assets due to war, natural disaster, force majeure and other factors, this Agreement shall be terminated and neither party shall be
liable to or have any rights against the other party.

 

14.4  Prior to the commencement of the Lease Term, under the following circumstances, Party B shall have the right to terminate this Agreement without any liability:

 14.4.1  Party A fails to obtain the procurement permits for the medical equipment;
 

 14.4.2  Party A fails to prepare and provide, on a timely basis, the premises for using the Leased Assets.

14.5  In the event that the government or the military adjusts its policy and issues any regulation or document for prohibiting equipment lease within the country or
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  within the military system, resulting in this Agreement not being able to be performed, but without affecting the use of the Leased Assets, Party A shall be responsible for coordination and negotiation. During
such period of coordination and negotiation, Party A shall be still subject to the obligation for paying the rental fee on a timely basis. If no resolution can be reached upon negotiation, this Agreement may be
terminated in early manner, provided, however, that Party A shall make a lump-sum payment for the remaining rental fee payments to Party B. The remaining rental fee payments shall be equal to *** minus
***:

 

  Remaining Rental Fee Payments = ***

Article 15 Miscellaneous

15.1  Prior to the formal operation of the Leased Assets, the Parties shall enter into certain supplemental documents, such as the Composition of the Organization and Management Department of the Leased Assets
and Financial Management Process of the Leased Assets, with respect to the specific matters concerning the management department and financial management process of the Leased Assets.

 

15.2  The Parties hereto have carefully read through all the terms of this Agreement. Reasonable manner has been adopted to urge the Parties to pay attention to the terms regarding exemption or restriction on their
responsibilities as provided herein. Per request of the Parties, explanation has been made in respect of the relevant terms.

 

16.2  The Parties hereto have authorized their respective representatives to sign this Agreement. All terms of this Agreement are a true expression of the intents of the Parties and shall have legal binding effect on the
Parties.

Article 16 The original of this Agreement and the Appendix hereto shall be prepared in four copies of which Party A and Party B shall each hold two copies.
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Article 17 With respect to any matters not covered herein, the Parties may enter into a supplemental agreement with respect thereto. Any supplemental agreement and this Agreement shall have equal legal validity.

Article 18 This Agreement is signed and executed on August 25, 2009 in Xi’an.

(No operative text below)
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Party A: Chang’an Hospital Company Limited
Legal Representative
(or Authorized Representative): (Signature and Seal)

Party B: Medstar (Shanghai) Leasing Co., Ltd.
Legal Representative
(or Authorized Representative): (Signature and Seal)
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Appendix I:

List of Leased Assets
           
Item  Description of Equipment  Brand  Quantity Manufacturer  Type
1  MM50    1  IBA  MM50
2  PET/CT  GE  1  GE  DisscoveryLs
3  Novalis    1  Varian  Simulator included
4  CT    1  SHIMADZU  SCT-6800TXL
5  MRI    1  Philips  Interal.5T
6  Cyclotron    1  IBA  CYCLONE18/9
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CERTAIN INFORMATION (INDICATED BY ASTERISKS) IN THIS EXHIBIT HAS BEEN OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESPECT TO THE OMITTED PORTION.

Service-Only Management Agreement

Signed on: August 1, 2008

Contract No.: CMS2008001
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Entrusting Parties:

Xi’an Wanjiechangxin Medical Services Company Limited
Legal Representative: CAI Shijie

Chang’an Hospital (i.e., Chang’an Hospital Company Limited)
Legal Representative: CAI Shijie

Entrusted Party:

CMS Hospital Management Co., Ltd.
Legal Representative: YANG Jianyu

WHEREAS:

1.  The Entrusted Party has the largest tumor therapy-related medical network in Asia and expertise in operation and management of medical institutions;

2.  The Entrusting Parties aims to develop Chang’an Hospital to be one of top-tiered modernized hospitals in China with core competitiveness in tumor therapy and deliver attractive economic return and social
benefits;

3.  The Board of Directors (please refer to Appendix A) of the Entrusting Parties and the shareholders’ meeting (please refer to Appendix B) have approved the resolutions, pursuant to which, all existing
businesses in Chang’an Hospital will be entrusted to the Entrusted Party for operation and management;

NOW, THEREFORE, the Entrusting Parties and the Entrusted Party hereby agree as follows through friendly consultation in the principle of equality and mutual benefits:

1.  Definitions and Explanations
 

  In the Contract, the following terms have meanings as below.
 

  “Parties”: the Entrusting Parties and the Entrusted Party;
 

  “Monthly Gross Revenue”: the gross operational revenue generated by Chang’an Hospital by month (before deduction of any cost);
 

  “Annual Accounting”: the accounting conducted every full year (twelve months) starting from the date when the Entrusted Party was entrusted for operation and management;
 

  “Annual Gross Revenue”: After Annual Accounting, the gross operational revenue generated by Chang’an Hospital in a continuous operating period for twelve months
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  (before deduction of any cost)
 

2.  Model of Entrusted Operation and Management
 

(1)  The Entrusted Party shall take over all existing businesses in Chang’an Hospital and conduct operation and management.
 

(2)  The Entrusted Party shall conduct operation and management activities in the name of Chang’an Hospital.
 

3.  Period for Entrusted Operation and Management
 

(1)  The Parties shall unanimously agree that the period for entrusted operation and management shall be in force since the effective date of this Contract until ***.
 

(2)  Entrustment target: The Entrusted Party undertakes that it shall maintain and increase the value of the entrusted assets in the entrustment period, enhance Chang’an Hospital’s brand profile and social awareness,
strengthen Chang’an Hospital’s internal management and its team stability, and deliver a rapid growth in revenue and profit, all of which shall pave the way for the development of the 2nd Phase.

 

4.  Matters under Entrusted Operation and Management
 

  The Parties shall agree that the following matters be under the Entrusted Party’s operation and management.
 

(1)  All businesses within Chang’an Hospital’s business scope;
 

(2)  Chang’an Hospital’s internal administrative matters, including but not limited to financials, human resource, administration, etc.
 

5.  Fee and Bonus for Entrusted Operation and Management
 

(1)  The Parties unanimously agree that the management fee for the Entrusted Party shall be calculated as *** of Chang’an Hospital’s Monthly Gross Revenue and paid to the Entrusted Party on a monthly basis
after monthly accounting.

 

(2)  Chang’an Hospital shall complete the monthly revenue accounting for the last month prior to the 15th of every month and with the recognition and consent from the Entrusted Party, it shall transfer the
management fee to the account specified by the Entrusted Party within five days.

 

(3)  If the period lasts any one full year, Chang’an Hospital shall complete the Annual Accounting within 15 days and with the recognition and consent from the Entrusted Party, it shall provide the incentives for the
Entrusted Party as set forth below.

 a.  If the growth rate of Chang’an Hospital’s Annual Gross Revenue is less than
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 ***, no bonus shall be provided for the Entrusted Party;

 b.  If the growth rate of Chang’an Hospital’s Annual Gross Revenue exceeds ***, the bonus for the Entrusted Party shall be calculated as ***;

 c.  The data of annual revenue and its growth rate shall be recognized by the Parties and be verified by an intermediary recognized by the Parties.

(4)  Upon the recognition of the Annual Accounting by the Parties, Chang’an Hospital shall transfer the bonus to the account specified by the Entrusted Party within 5 days.
 

(5)  If the Entrusted Party has any disagreement in the monthly accounting or the Annual Accounting, Chang’an Hospital shall coordinate with the Entrusted Party to review the accounting results within three days
upon the receipt of the disagreement from the Entrusted Party. The accounting is subject to the results after review.

 

(6)  The Parties shall unanimously agree that the income related to the tumor business in the cooperation scope under the Framework Agreement (“Such Income”) shall not be included into the Monthly Gross
Revenue and the Annual Gross Revenue. Therefore, Such Income shall be deducted from the revenue for last year when calculating the annual growth rate.

 

6.  The Parties’ Rights and Obligations
 

(1)  Chang’an Hospital’s Rights and Obligations

 a.  It has the right to accredit representatives to take in the operational situation from time to time and the Entrusted Party shall coordinate with all one’s strength;
 

 b.  It has the right to deal with the labor relationships and the service relationships of Chang’an Hospital’s employees but shall keep the Entrusted Party informed and consult the Entrusted Party’s opinions
or advice;

 

 c.  It has the obligation to handle all necessary approval and filing procedures to execute and perform the Contract;
 

 d.  It has the obligation to start the handover of all businesses upon the effective date of this Contract and coordinate the Entrusted Party’s operation and management activities with all one’s strength;
 

 e.  It has the obligation to conduct accounting and pay the management fee to the Entrusted Party pursuant to this Contract;
 

 f.  In case of any change in the business scope or treatment and diagnosis programs in Chang’an Hospital or any cooperation with any third-party, it shall notify the
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   Entrusted Party immediately;
 

 g.  Without the Entrusted Party’s consent, Chang’an Hospital shall not dispose any asset or equipment, provide any guarantee externally, entrust operation and management, lease medical equipment,
conduct outbound investment, etc.

(2)  The Entrusted Party’s Rights and Obligations

 a.  It has the right to carry out the management based on its philosophy and experience, on the premise of not violating any law, regulation or this Contract;
 

 b.  It has the right to formulate new rules and regulations and has the right to revise, or suspend during the Contract Period the use of, Chang’an Hospital’s rules and regulations, provided that it is agreed
by the Entrusting Parties;

 

 c.  It has the right to provide opinions or advice regarding the labor relationships and the service relationships of Chang’an Hospital’s employees and Chang’an Hospital shall honor the Entrusted Party’s
opinions or advice, if possible;

 

 d.  It has the obligation to comply with China’s financial regulations and all operating income shall be placed in the accounts jointly designated by Chang’an Hospital and the Entrusted Party. It shall not
establish any other account;

 

 e.  Unless there is a written consent from Chang’an Hospital, it shall not dispose any asset of Chang’an Hospital in any form or purchase or lease any asset in the name of Chang’an Hospital;
 

 f.  Unless there is a written consent from Chang’an Hospital, it shall not provide any guarantee in any form in the name of Chang’an Hospital for the Entrusted Party or any third party.

7.  The Parties’ Warranties and Undertakings

(1)  Xi’an Wanjiechangxin Medical Services Company Limited’s Warranties and Undertakings

 a.  Xi’an Wanjiechangxin Medical Services Company Limited is duly incorporated and validly existing under the law and has obtained all necessary internal authorizations required for signing this
Contract;

 

 b.  Xi’an Wanjiechangxin Medical Services Company Limited has waived the right to rescind this Contract and the right to raise any disagreement with regard to the content, form, and (all or part of)
effectiveness of this Contract.

(2)  Chang’an Hospital’s Warranties and Undertakings

 a.  Chang’an Hospital is duly incorporated and validly existing under the law and
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   has obtained all necessary internal authorizations required for signing this Contract;
 

 b.  Chang’an Hospital is able to obtain all necessary approvals, filings and other procedures to sign and perform this Contract to ensure that the full performance of this Contract would not be influenced by
any incompleteness in procedure;

 

 c.  The operational situation of Chang’an Hospital shall be maintained or improved before the handover to the Entrusted Party.

(3)  The Entrusted Party’s Warranties and Undertakings

 a.  The Entrusted Party is duly incorporated and validly existing under the law and has obtained all necessary internal authorizations required for signing this Contract;
 

 b.  The Entrusted Party’s operation and management will be legitimate and subject to Chang’an Hospital’s business scope;
 

 c.  The Entrusted Party shall strictly keep Chang’an Hospital’s business secrets, and without Chang’an Hospital’s consent, it shall not disclose any of them to any third-party.

8.  Performance Deposit

 (1)  The Entrusted Party shall transfer a performance deposit of RMB 15 million into the account held by Xi’an Century Friendship Medical Technology R&D Co., Ltd., an affiliate of Chang’an Hospital,
within 15 working days upon the signing of this Contract.

 

 (2)  Unless otherwise agreed by the Parties, Chang’an Hospital shall return the performance deposit to the Entrusted Party in full amount without interest within 15 days after the cancellation or termination
of this Contract.

9.  Special Provisions
 

  The 2nd Phase Construction Project of Chang’an Hospital shall be in the Entrusting Parties’s charge and bear no relationship with the scope of entrusted operation and management as provided herein. The
Entrusting Parties shall ensure that debts or contingent debts related to the 2nd Phase Construction Project of Chang’an Hospital exert no influence on the Entrusted Party’s interests.

10.  Default Liabilities

(1)  If the Entrusted Party violates China’s financial regulations or establishes an unauthorized account, it shall be deemed as a fundamental breach by the Entrusted Party;
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(2)  If the Entrusted Party changes Chang’an Hospital’s business scope or treatment or diagnosis programs without Chang’an Hospital’s consent, it shall be deemed as a fundamental breach by the Entrusted Party;
 

(3)  If the Entrusted Party disposes any asset in Chang’an Hospital or purchases or leases any asset in the name of Chang’an Hospital without Chang’an Hospital’s written consent, it shall be deemed as a
fundamental breach by the Entrusted Party;

 

(4)  If the Entrusted Party provides any guarantee in the name of Chang’an Hospital for the Entrusted Party or any third party without Chang’an Hospital’s written consent, it shall be deemed as a fundamental
breach by the Entrusted Party;

 

(5)  If Chang’an Hospital is subject to any penalty by relevant authorities caused by the Entrusted Party’s unlawful act, it shall be deemed as a breach by the Entrusted Party and the Entrusted Party shall assume
corresponding legal liabilities and economic losses;

 

(6)  If the Entrusted Party fails to comply with this Contract on the performance deposit payment, it shall be deemed as a breach by the Entrusted Party. Any late payment shall be subject to an overdue penalty
payable to Chang’an Hospital, calculated at a rate of 0.03% of the performance deposit amount for each day of delay;

 

(7)  If Chang’an Hospital fails to conduct accounting or pay the management fee on a timely basis, it shall be deemed as a breach by Chang’an Hospital. Any late payment shall be subject to an overdue penalty
payable to the Entrusted Party, calculated at a rate of 0.03% of the management fee amount payable for each day of delay. Any delay of payment by 30 days shall be deemed as a fundamental breach by
Chang’an Hospital;

 

(8)  If Chang’an Hospital refuses to conduct accounting or pay the management fee or bonus, it shall be deemed as a fundamental breach by Chang’an Hospital;
 

(9)  If the Entrusted Party has any disagreement in the accounting completed by Chang’an Hospital, and Chang’an Hospital fails to coordinate with the Entrusted Party to review the accounting results within the
period specified herein, any delay of review shall be subject to an overdue penalty payable to the Entrusted Party, calculated at a rate of 0.03% of the management fee amount payable for each day of delay. Any
delay of review by 30 days shall be deemed as a fundamental breach by Chang’an Hospital;

 

(10)  If Chang’an Hospital changes its business scope or treatment or diagnosis programs or cooperates with any third party, none of the Entrusting Parties’ interests shall be damaged. The Entrusted Party has the
right to request Chang’an Hospital to enter into a supplementary agreement to this Contract within a specified period. If Chang’an Hospital refuses to negotiate or fails to enter into any agreement within a
reasonable period under the Entrusted Party’s request, it shall be
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  deemed as a fundamental breach by Chang’an Hospital;
 

(11)  If upon signing this Contract, Chang’an Hospital disposes any asset or equipment, conducts outbound investment, entrusts operation or management, leases medical equipment, or provides any guarantee
externally without the Entrusted Party’s consent, or the Entrusted Party finds that Chang’an Hospital has cooperated with any other third party before signing this Contract and has not disclosed it in full to the
Entrusted Party, it shall be deemed as a fundamental breach by Chang’an Hospital;

 

(12)  If this Contract fails to be fully performed caused by any defect in the Entrusting Parties’ approvals, filings or internal authorization procedures, it shall be deemed as a breach by the Entrusting Parties, and the
Entrusted Party may request the Entrusting Parties to complete all necessary procedures in a specified period, otherwise, it shall be deemed as a fundamental breach by the Entrusting Parties;

 

(13)  If Chang’an Hospital fails to return the performance deposit to the Entrusted Party pursuant to this Contract in time, any late payment shall be subject to an overdue penalty payable to the Entrusted Party,
calculated at a rate of 0.03% of the performance deposit amount payable for each day of delay. Any delay of payment by 30 days shall be deemed as a fundamental breach by Chang’an Hospital;

 

(14)  If there is any fundamental breach by a party, the other party has the right to unilaterally terminate this Contract and claim the penalty from the default party. The amount and payment of the penalty shall be: if
there is a fundamental breach by the Entrusted Party, the Entrusting Parties shall not be required to return the performance deposit to the Entrusted Party; if there is a fundamental breach by the Entrusting
Parties, the performance guarantee shall be returned to the Entrusted Party in double;

 

(15)  If there is any breach by any one party in the Entrusting Parties, the other party in the Entrusting Parties shall assume the joint and several liabilities;
 

(16)  The payment of the penalty above shall not prejudice any other compensation for loss that the non-default party may claim against the default party.
 

11.  Expiration and Termination of Contract
 

(1)  This Contract can be terminated with mutual agreement of the Parties after negotiation;
 

(2)  If this Contract cannot be performed resulting from any policy change of the relevant authorities, the Parties shall further negotiate the cooperation model. If no agreement can be reached, this Contract shall be
terminated automatically. The Entrusting Parties shall return the performance deposit to the Entrusted Party in full amount without interest within 5 days upon the termination of this Contract;
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  otherwise, the Entrusting Parties shall assume the default liability pursuant to this Contract. For the parts already performed in this Contract, the Entrusting Parties shall pay the management fee and bonus to the
Entrusted Party pursuant to this Contract and shall assume the default liability for any payment delay or rejection pursuant to this Contract.

 

12.  Dispute Resolution
 

  The Parties unanimously agree that Xi’an Wanjiechangxin Medical Services Company Limited hereby waives all litigation rights in connection with this Contract; any dispute arising out of this Contract or in
connection with this Contract shall be settled by negotiation between Chang’an Hospital and the Entrusted Party. If any dispute cannot be settled by negotiation, it shall be judged by the court where the project
is located.

 

13.  Effectiveness of Contract and Miscellaneous
 

(1)  The date when the following conditions are both satisfied shall be the effective date of this Contract:

 a.  This Contract is duly signed by the legal representatives or the authorized representatives of the Entrusting Parties with official seals and duly signed by the authorized representative of the Entrusted
Party;

 

 b.  The Entrusted Party has paid the performance deposit.

(2)  The Parties agree that the performance deposit under this Contract shall be paid directly to the account held by Xi’an Century Friendship Medical Technology R&D Co., Ltd. and the Entrusted Party has the
right to take in the situation of the performance deposit from time to time.

(3)  The Parties unanimously agree that the Entrusted Party can assign the liabilities, rights, and obligations under this Contract to any professional hospital management company affiliated to it. The Entrusted Party
shall notify the Entrusting Parties of such assignment by letter and it is not required for the Entrusting Parties and the assignee to sign any further contract.

(4)  The Contract shall be delivered in six copies, which shall have equal legal validity, with two for each party, while the rest shall be used by the Entrusting Parties for filing procedures.

(5)  The Contract was signed on August 1st, 2008.
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Xi’an Wanjiechangxin Medical Services Company Limited (Seal)

Legal Representative / Authorized Representative: (Signature by CAI Shijie)

Chang’an Hospital (Chang’an Hospital Company Limited) (Seal)

Legal Representative / Authorized Representative: (Signature by CAI Shijie)

CMS Hospital Management Co., Ltd. (Seal)

Authorized Representative: (Signature by Yang Jianyu)



Exhibit 10.11

CONFIDENTIAL TREATMENT REQUESTED BY CONCORD MEDICAL SERVICES HOLDINGS LIMITED

REDACTED Version of Exhibit 10.11
Translation

CERTAIN INFORMATION (INDICATED BY ASTERISKS) IN THIS EXHIBIT HAS BEEN OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESPECT TO THE OMITTED PORTION.

Agreement Concerning the Establishment
of the Aohai Radiotherapy Treatment and Diagnosis Research Center
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Section I General Provision

In accordance with applicable PRC laws and regulations, The Chinese People’s Liberation Army Navy General Hospital and Beijing Our Medical Equipment Development Co., Ltd., based on the principle of equality
and mutual benefit, agree to jointly establish “Aohai Radiotherapy and Diagnosis Research Center” at the Navy General Hospital in Beijing.

Section II Parties of Cooperation

Article 1 The Parties to this Contract are as follows:

Party A: The Chinese People’s Liberation Army Navy General Hospital, registered in Beijing
Address: No. 6 Fucheng Road, Beijing
Legal Representative: Ye Yang
Title: President

Party B: Beijing Our Medical Equipment Development Co., Ltd., registered in Beijing
Address: Room 408, the 4th floor, Capital Hotel, No. 3 Qianmen East Avenue, Beijing
Legal Representative: Jun Song
Title: General Manager

Section III Joint Establishment of
Aohai Radiotherapy and Diagnosis Research Center

Article 2 Both parties agree to jointly invest in and establish “Aohai Radiotherapy Treatment and Diagnosis Research Center” (“the Center”) in Beijing in compliance with applicable laws and regulations.

Article 3 Legal address of the Center: No. 6 Fucheng Rd., Beijing

Article 4 All activities of the Center shall be in compliance with all applicable laws and regulations of PRC.

Article 5 The finances of the Center shall be accounted for independently, with independent books and an independent account. The chief accountant will be designated by Party B while the cashier will be appointed by
Party A.

Article 6 The Center’s operating costs shall include costs and expenses for repair and maintenance of the Center (including repair and maintenance of premises and equipment, etc.); staff bonus; water and power utilities
and office expenses; expenses for replacements of cobalt resources and other costs and expenses to be paid by the Center.
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Article 7 The Center will settle its accounts on a monthly basis. After the deduction of its operating cost, the earnings of the center will be distributed between the Parties based on the profit sharing ratio stipulated
herein.

Section IV Purpose and Method of Cooperation and Profit Sharing Arrangement

Article 8 Purpose of Cooperation. The Center is established at the Navy General Hospital with a view to actively pursuing radiotherapy, diagnosis and research work and enhancing diagnosis and therapy performance.

Article 9 Method of Cooperation: Party B shall contribute one unit of China-made OUR-XGD III rotating focalizing gamma knife equipment, and Party A shall provide the requisite premises and medical staff which
meet the requirements of operation of the gamma knife equipment.
Term of Cooperation: ***.

Profit-Sharing Percentage:
After the opening of the Center,
Year ***: Party A and Party B will share the profit on a *** basis
Year ***: Party A and Party B will share the profit on a *** basis
Year ***: Party A and Party B will share the profit on a *** basis
Year ***: Party A and Party B will share the profit on a *** basis

Section V Responsibilities of the Parties

Article 10 Party A and Party B shall each be responsible for fulfilling their respective responsibilities below:

Party A’s Responsibilities:

1. To start handling relevant approval application procedures for the establishment of the Center with relevant authorities upon the date of execution hereof;

2. To study and decide, in conjunction with Party B, the organization layout and construction plan of the Center; and implement the specific construction work of the Center;

3. To put in place the infrastructure facilities, including water, power and transportation, and etc.;

4. To recommend medical staff required by the Center; and

5. To handle other matters mandated by the Center.

Party B’s Responsibilities:

1. To carry out the investment of the China-made OUR-XGD III rotating focalizing gamma knife equipment;

2. To start arranging for the procurement of the China-made OUR-XGD III rotating focalizing gamma knife equipment upon the date of execution hereof;

3. To arrange for the domestic training of the medical professionals of the Center and organizing their study tour to the U.S.A.;
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4. To study and decide, in conjunction with Party A, the organization layout and construction plan of the Center, and assist Party A with the construction work; and

5. To handle other matters mandated by the Center.

Section VI Board of Directors

Article 11 The board of directors shall be the supreme power organ of the Center. The board of directors shall be composed of five members, including three members appointed by Party A and two members appointed
by Party B. The board shall have one chairman, which shall be appointed by Party B and shall be vested with the veto power. The board shall have one vice chairman, which shall be appointed by Party A. The chairman
and the directors shall serve a term of four years and may be reelected if recommended by their appointing party.

Article 12 Being the supreme power organ of the Center, the board of directors shall have the power to decide all material matters of the Center. The following material matters of the Center shall be subject to
unanimous approval:

1. Formulation and amendment of the articles of association of the Center

2. Termination and dissolution of the Center

3. Material financial matters of the Center

4. Material personnel arrangement of the Center

5. Other material matters of the Center.

Article 13 If, for any cause, the chairman is unable to perform his/her duty, the chairman may temporarily authorize the vice chairman or another director to perform such duty on his/her behalf.

Article 14 The board meeting will be held twice a year, generally one in the first half of the year and one in the second half of the year. The chairman will be responsible for convening and presiding over such meetings.
When proposed by more than one half of the directors, the chairman may convene an extraordinary meeting. The meeting minutes shall be kept and archived.

Section VII Management Body

Article 15 The Center will establish a management body which shall be responsible for the Center’s daily management work. The management body will have one director to be recommended by Party A and one vice
director to be recommended by Party B, and both will serve a term of four years upon consideration, approval and appointment by the board.

Article 16 The director shall be responsible for executing various resolutions of the board meetings and organizing and supervising daily business management of the Center, while the vice director shall assist with the
director’s work. The management body may
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have divisional supervisors who shall take charge of the work of various divisions and carry out assignments delegated by the director and the vice director.

Article 17 If either the director or the vice director abuses his/her office for personal gain or is in gross breach of his/her duties, he/she may be removed at any time upon a resolution of the board of directors.

Section VIII Labor Management

Article 18 Matters relating to the employment, termination, salary, labor insurance, labor protection, living benefits and awards and disciplinary matters of the staff of the Center will be implemented in accordance with
applicable administrative rules and regulations of labor of Beijing, or will be governed by the labor contracts between the Center and the individual employees in light of the relevant plans considered and determined by
the board of directors. The matters relating to the affiliations of the Center’s staff with the CCP or other politics parties, the Labor Union and the Communist Youth League will be administered by the Navy General
Hospital on a centralized basis. Once executed, the labor contracts will be filed with the Beijing Administration of Labor Affairs for record.

Article 19 Matters relating to the appointment, salary and compensation, social insurance, welfare, traveling expenses, and etc., of the Center’s staff will be deliberated and decided by the Board meetings.

Section IX Taxation and Financial Audit

Article 20 Each party shall be responsible for its own taxation matters in relation to the Center.

Article 21 The Center shall allocate employee welfare and bonus funds in line with applicable rules and regulations of the Ministry of Health and Beijing Municipality. The percentage of such allocation for each year
will be decided by the board of directors based on the income and expenses of the Center.

Article 22 The Center shall, in compliance with applicable laws and regulations of both the nation and Beijing Municipality, set up the accounting department with financial and accounting personnel and establish its
accounting system.

Section X Ownership of Equipment

Article 23 The OUR Gamma Knife and its accessory equipment shall be owned by Party B during the period of cooperation.

Section XI Insurance
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Article 24 The Center will take out its insurances with insurers, with the insurance coverage, value and term to be decided by the board of directors in accordance with the stipulations of the insurers.

Section XII Modification, Amendment and Termination of Contract

Article 25 Any change or termination of this Contract and its annex will not be effective unless such change or termination is effected by way of a written instrument of the Parties.

Article 26 The Parties may, upon negotiation and agreement, early terminate this Contract if it becomes impossible to perform this Contract due to any force majeure or the Center suffers losses for consecutive years so
that it becomes unable to be operated.

Article 27 If a Party fails to perform its obligations or grossly breaches the provisions under the Contract and thereby prevents the Center from being operated or from achieving the operative objectives hereunder, such
Party shall be deemed a breaching Party and shall be deemed to have terminated this Contract and the non-breaching party shall have the right to claim against the breaching party and to terminate the Contract. Should
the operation continue, the breaching party shall indemnify the non-breaching party for its economic losses.

Section XIII Liabilities for Breach of Contract

Article 28 If, due to the misconduct of a Party, this Contract and its annex cannot be performed in full or in part, such Party shall bear liabilities for breach of contract.

Section XIV Force Majeure

Article 29 In the event of any force majeure event, which is unforeseeable and the occurrence and effect of which is unpreventable or unavoidable, including but not limited to earthquake, typhoon, flood, fire and war,
the relevant party shall immediately notify the other party by telegraph of the circumstances of such event, and shall provide a report regarding the details of the event, along with the reasons for the failure of, or the
need to extend, the performance of the Contract and valid attesting document therefor, which document shall be issued by a notary body of the place of the event. In accordance with the impact of the event on the
performance of the Contract, the Parties will negotiate and discuss whether to terminate this Contract, or partially release the obligation of performing this Contract, or extend the performance of this Contract.

Section XV Governing Law

Article 30 The execution, effectiveness, construction, performance and dispute resolution of this Contract shall be governed by the laws of the People’s Republic of China.
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Section XVI Dispute Resolution

Article 31 Any dispute arising out of or in connection with this Contract or its performance shall be resolved through friendly negotiations, failing which, such dispute shall be submitted to the arbitration body or the
People’s court of the place of execution of this Contract for arbitration or adjudication.

Article 32 During the course of arbitration, except for the parts in dispute and under arbitration, this Contract will continue to be performed.

Section XVII Effectiveness and Miscellaneous

Article 33 This Contract and its annex shall become effective immediately upon execution by the Parties’ legal representatives or authorized representatives.

Article 34 Any notice from and to each Party, when sent by telegraph or fax and when it concerns the rights and obligations of a Party, shall be followed by a formal written letter of notice. The legal addresses of the
Parties listed in this Contract shall be the addresses of the Parties for the purpose of receiving such notices.

Article 35 No change of the legal representative of either Party shall affect the normal performance of this Contract.

Article 36 This Contract shall be executed in four originals, with each party holding two copies, each of which shall have the same force and effect.
   
Party A:  Party B:
(affixed with the seal of The Chinese  (affixed with the seal of Beijing Our
People’s Liberation Army Navy General  Medical Equipment Development Co.,
Hospital)  Ltd.)
   
Signature of Legal Representative:  Signature of Legal Representative:
(affixed with the signature of Yang Ye)  (affixed with the signature of Jun Song)

September 19, 1995
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REDACTED Version of Exhibit 10.12
Translation

CERTAIN INFORMATION (INDICATED BY ASTERISKS) IN THIS EXHIBIT HAS BEEN OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESPECT TO THE OMITTED PORTION.

Supplemental Agreement
Concerning the Development of

the Aohai Radiotherapy Treatment and Diagnosis Research Center

Contract Number:
Time of Execution:
Place of Execution:

Section I General Provisions

In accordance with applicable PRC laws and regulations, through friendly negotiations and on the basis of the principle of equality and mutual benefit, Chinese People’s Liberation Army Navy General Hospital and
Shenzhen Aohua Medical Services Co., Ltd. entered into a cooperation contract on September 15, 1995 whereby they decided to establish Aohai Radiotherapy Treatment and Diagnosis Research Center (the “Center”)
at Chinese Peoples’ Liberation Army Navy General Hospital in Beijing. The OUR-XGD type rotating focalizing gamma knife (“Head Gamma Knife”), as initially invested, has been put into formal medical treatment
operation as of October 30, 1996 and, thanks to the Parties’ joint efforts, the Center has achieved good social and economic effect. The Parties are willing to increase their contribution in respect of the equipment of the
Center on the basis of their existing original cooperation and hereby enter into this supplementary contract.

Section II Parties of Cooperation

Article 1 Parties of Cooperation
Party A: Chinese People’s Liberation Army Navy General Hospital
Address: No. 6 Fucheng Rd, Beijing Postal Code: 100037
Tel: 010-68587733 Fax: 010-68581507
Legal Representative: Ye Yang
Title: President

Party B: Shenzhen Aohua Medical Services Co., Ltd.
Address: Floor 17, Guomao Plaza, Renmin South Road, Shenzhen Postal Code: 518014
Tel: 0755-2255708 Fax: 0755-2251690
Legal Representative: Jun Song
Title: President
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Section III Purpose of Cooperation and Scope of Application

Article 2 Purpose of Cooperation. Based on the OUR-XGB rotating focalizing gamma knife (Head Gamma Knife), as invested in the initial phrase, the Parties intend to make the second equipment investments by
deploying the world’s first stereoscopic-directional gamma ray whole-body therapy system (Body Gamma Knife), and proactively carry out research and teaching work at the hospital and thereby constantly enhance
therapy performance and develop the Center into a top modernized medical treatment organization of China that integrates R&D, teaching and therapy work.

Article 3 Scope of Application. The Center will mainly be focused on offering the whole-body therapy for tumor diseases.

Section IV Term of Cooperation

Article 4 The term of cooperation for the second phase equipment contributed shall be ***, commencing from the date on which the treatment and operation formally begin upon approval by relevant authorities.

Section V Contribution and Profit Allocation of the Parties

Article 5 Second Phase Equipment Contribution and Profit Allocation

1 Party B shall contribute the second phase equipment, i.e. the stereoscopic-directional gamma ray whole body therapy system (Body Gamma Knife), which is valued at RMB*** million. Party A shall contribute the
medical personnel and facility room/s required for the second phase equipment as well as the office premises related to such project. Other supporting facilities (air conditioning, dehumidifiers, and telephones), etc. shall
be treated as joint contribution of the Parties.

2 Profit Allocation

All profits derived from the contribution of this phase shall, after deducting all costs (as set forth under Article 6 of the original Contract), be allocated according to the following percentages, on the basis of which the
Parties shall also enjoy the title to, bear the risk of, and have other rights to, the assets of the Center:
        
   Party A   Party B  
 Year ***  ***   ***  
 Year ***  ***   ***  
 Year ***  ***   ***  

Section VI Disposal of Assets During and
Upon Expiry of the Term of Cooperation
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Article 6 During the term of cooperation, any transfer by a Party of all or part of its interests in the Center to a third party shall be subject to the approval of the other Party, which shall have the preemptive right of
purchase under equal conditions.

Article 7 During the term of cooperation, the Parties shall be entitled to the ownership interests in the forgoing contributed assets according to the relevant provision hereof on such contribution. The Parties shall be
entitled to the ownership interests in the assets in accordance with the percentages set out in Clause 2, Article 5 hereof in respect of assets acquired in the name of the Center. Upon the expiry of the term of cooperation,
all assets and earnings of the Center shall belong to the Center and the profits shall no longer be shared between the Parties.

Section VII Responsibilities of the Parties

Article 8 Party A and Party B shall each be responsible for fulfilling their respective responsibilities below:

Party A’s Responsibilities:

 1.  To handle project approval procedures with relevant authorities and secure approvals in respect of the project of the Center proposed under the current phase;
 

 2.  To obtain all necessary qualification permits in line with applicable laws and regulations of the state;
 

 3.  To make contributions in line with Article 5(1) hereof;
 

 4.  To provide the premises required for the whole-body gamma knife system (equipment room, operating room, preparation room and office);
 

 5.  To put in place water and power utilities of the Center;
 

 6.  To work with Party B on the organization layout and construction plan;
 

 7.  To administer matters relating to the affiliations of the Center’s staff with the CCP or other politics parties, the Labor Union and the Communist Youth League and medical affairs under the centralized
administration of the Hospital;

 

 8.  To supervise the medical quality of the Center and in accordance with regulations and rules, to submit disputes with the board of directors, which shall have the power to consider and decide the settlements
and resolutions of such disputes; and

 

 9.  Other matters mandated by the Center

Party B’s Responsibilities:

 1.  To make contributions in line with Article 5(1) hereof;
 

 2.  To work with Party A to determine the management model and daily management work of the Center;
 

 3.  To work with Party A to engage top domestic and foreign experts and senior technicians; and
 

 4.  Other matters mandated by the Center.

Section VIII Board of Directors and Management Body
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Article 9 The duties and powers of the board of directors shall in principle be dealt with in compliance with the original contract. The composition of the board of directors will be adjusted appropriately based on the
specific circumstances of the project.

Article 10 The management body shall put into place centralized administration and HR, accounting and marketing organization management personnel and shall account for its finances independently. The aforesaid
organization setting-up and personnel arrangement matters shall be subject to the consideration and decision of the board.

Section IX Other Matters

Article 11 Any matter not addressed herein shall be implemented in line with the original contract.

Section X Effectiveness and Miscellaneous

Article 12 This Contract will become effective immediately upon execution by the legal or authorized representatives of the Parties.

Article 13 This Contract shall be executed in six originals, with each Party holding three copies, each of which shall have the same force and effect.
   
Party A: Chinese People’s Liberation  Party B: Shenzhen Aohua Medical
Army Navy General Hospital  Services Co., Ltd.
Authorized Representative:  Authorized Representative:
   
(Official stamp)  (Official stamp)
   
(affixed with the seal of The Chinese People’s Liberation Army Navy General Hospital and the signature of
Yunyou Duan)  

(affixed with the seal of Shenzhen Aohua Medical Services Co., Ltd. and the signature of Jun
Song)

   
March 18, 1999  March 18, 1999
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REDACTED Version of Exhibit 10.13
Translation

CERTAIN INFORMATION (INDICATED BY ASTERISKS) IN THIS EXHIBIT HAS BEEN OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESPECT TO THE OMITTED PORTION.

Supplemental Agreement Concerning the Development
of the Aohai Radiotherapy Treatment and Diagnosis Research Center

Contract No.: 2003-S-008
Time of Execution: September 27, 2003
Place of Execution: Shenzhen, Guangdong

Section I General Provisions

In accordance with applicable PRC laws and regulations, through friendly negotiations and on the basis of the principle of equality and mutual benefit, Chinese People’s Liberation Army Navy General Hospital and
Shenzhen Aohua Medical Services Co., Ltd. entered into a cooperation contract on September 15, 1995 whereby they decided to establish Aohai Radiotherapy Treatment and Diagnosis Research Center (“Center”) at
Chinese Peoples’ Liberation Army Navy General Hospital in Beijing and invested in connection with the initial phase the OUR-XGD type rotating focalizing gamma knife (“ Head Gamma Knife”) in the Center; and
entered into a supplementary contract on March 18, 1999, whereby they invested in connection with the second phase the stereoscopic-directional gamma ray whole-body therapy system (“Body Gamma Knife”) in the
Center. Thanks to the joint efforts of the Parties, the Center has achieved good social and economic effect during both the initial phrase and the second phase. The Parties are willing to continue to increase their
contribution in respect of the equipment of the Center on the basis of their existing original cooperation and hereby enter into this supplementary contract.

Section II Parties of Cooperation

Article 1 Parties of Cooperation
Party A: Chinese People’s Liberation Army Navy General Hospital
Address: No. 6 Fucheng Road, Beijing               Postal Code: 100037
Tel: 010-68587733 Fax: 010-68581507
Legal Representative: DUAN, Yunyou
Title: President

Party B: Shenzhen Aohua Medical Services Co., Ltd.
Address: Floor 17, Guomao Plaza, Renmin South Road, Shenzhen Postal Code: 518014
Tel: 0755-2255708               Fax: 0755-2251690
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Legal Representative: SONG, Jun
Title: President

Section III Purpose of Cooperation and Business Scope

Article 2 Purpose of Cooperation: Based on the OUR-XGB rotating focalizing gamma knife (Head Gamma Knife), as invested in the initial phrase, and the stereoscopic-directional gamma ray whole-body therapy
system (“Body Gamma Knife”), as invested in the second phase, the Parties intend to make a third phrase equipment investments by deploying advanced medical linear accelerator, CT simulator, 3-D Conformal Radio-
therapy and planning system, hyperthermia system of endogenetic fields and other sophisticated medical equipment, and proactively carry out clinical diagnosis, treatment, research and teaching work and thereby
constantly enhance medical service performance and develop the Center into a top modernized medical treatment organization

Article 3 Business Scope. The Center will offer diagnosis, comprehensive therapies (radiotherapy, thermal therapy, chemotherapy, etc), research, teaching and other medical services in respect of tumors and related
diseases.

Section IV Term of Cooperation

Article 4 The term of cooperation for the third phase equipment contributed shall be ***, commencing from the date on which the treatment and operation formally begin upon approval by relevant authorities.

Section V Contribution and Profit Allocation of the Parties

Article 5 Third Phrase Equipment Contribution and Profit Allocation

1. Party B will contribute the third phase equipment, i.e., four units of internationally advanced equipment (being one medical linear accelerator, one CT simulator, one 3-D Conformal Radio-therapy and planning
system and one hyperthermia system of endogenetic fields), which together are valued at RMB ***. Party A shall contribute the existing medical technical personnel and equipment and installations of its radiotherapy
department, and the medical treatment and office premises required for the Center, as well as other supporting facilities (air conditioning, dehumidifiers, and telephones).

2. Profit Allocation

All profits derived from the project of this phase shall, after deducting all costs, be allocated according to the following percentages, on the basis of which the Parties shall also enjoy the title to, bear the risk of, and have
other rights to, the assets of the third phase of the Center:
       
   Party A  Party B  
 Year ***  ***  ***  
 Year ***  ***  ***  
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Section VI Disposal of Assets
within and upon Expiry of the Term of Cooperation

Article 6 During the Term of Cooperation, any transfer by a Party of all or part of its interests in the Center to a third party shall be subject to the approval of the other Party, which shall have the preemptive right of
purchase under equal conditions.

Article 7 During the Term of Cooperation, each Party shall own its own contributions and the assets acquired in the name this current phase shall be owned by the Parties in accordance with the percentages set out in
Clause 2 of Article 5 hereof. Upon expiry of this Contract, if so proposed by a Party and so unanimously approved by the board, the Term of Cooperation may be extended and the relevant agreement shall be separately
agreed upon by the Parties through discussions.

Section VII Responsibilities of the Parties

Article 8 The Parties shall each be responsible for carrying out the following:

Party A’s Responsibilities:

 1.  To make the contribution in accordance with Clause 1 of Article 5 hereof;
 

 2.  To obtain all permits and licenses required for the conduct by the Center of the business under this phrase as well as relevant approvals;
 

 3.  To be responsible for processing all application and filing procedures in respect of the pricing and medical insurance-related approvals and for obtaining relevant approvals;
 

 4.  To provide the premises required for the current phase (equipment room, operating room, preparation room, clinical room, office, and etc.), and put in place the water, power utilities and telephones of the
Center;

 

 5.  To carry out the equipment room construction and refurbishment work as per the equipment installation-related technical requirements, as specified by the equipment vendors; and to procure thereby that
the equipment room shall be in a condition fit for equipment installation;

 

 6.  To provide the existing technical personnel, therapy equipment and supporting equipment of the radiotherapy department of the Hospital;
 

 7.  To provide one special purpose ambulance;
 

 8.  To supervise the medical quality of the Center and in accordance with regulations and rules, to submit disputes with the board of directors, which shall have the power to consider and decide the settlements
and resolutions of such disputes; and

 

 9.  Other matters mandated by the Center.

Party B’s Responsibilities:

 1.  To make the contribution in accordance with Clause 1 of Article 5 hereof;
 

 2.  To work with Party A to develop the management model and management system of the Center;
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 3.  To work with Party A to engage for the Center top domestic and foreign experts and senior technicians, including carrying out the review and assessment for employment of existing staff;
 

 4.  To assign senior personnel with managerial experiences to participate in the management of the Center;
 

 5.  To develop and implement feasible advertisement and market promotion plans; and
 

 6.  Other matters mandated by the Center.

Section VIII Board of Directors

Article 9 The duties and powers of the board of directors shall in principle be dealt with in compliance with the original contract. The board of directors for this phrase shall be composed of seven members, including
four members appointed by Party A and three members appointed by Party B. The board shall have one chairman, which shall be appointed by Party B and shall be vested with the veto power. The vice chairman shall
be appointed by Party A. The chairman and the directors shall serve a term of four years and may be reelected if so recommended by their appointing party.

Section IX Management Body

Article 10 The management body for this phase shall implement the director accountability system under the leadership of the board of directors. The management body will have one executive director to be
recommended by Party B and one business director to be recommended by Party A, both of which shall be determined and engaged by the board upon consideration. The directors shall serve a term of four years and
may be reelected if they are found qualified after review and assessment.

Article 11 The executive director shall be responsible for implementing all resolutions of the board of directors, shall be subject to the review by the board in terms of the annual operating indicators and their operation
and management work, shall organize and direct the daily business management of the Center, and shall have responsibility over the administration and human resources, accounting and marketing organization matters
of the Center. The business director shall be responsible for medical treatment technology and research work. The management body may have divisional supervisors who shall be in charge of the work of relevant
divisions, shall carry out matters delegated by the directors and shall report to the directors.

Article 12 If either of the executive or business director abuses his/her office for personal gain or is in gross breach of his/her duties, he/she may be removed at any time by the board of directors under a board
resolution.

Article 13 The Center will reasonably decide the headcount and staffing according to the needs of the current phrase of business of the Center. The medical and technical staff will be recommended by both Parties. The
Center will adopt a system of all-personnel
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employment and employees will be engaged upon satisfactory review and assessment by the board.

Section X Equipment Procurement

Article 14 Where the conditions are equal, the machinery and equipment and relevant components and parts thereof, the vehicles and the office supplies required for the Center, shall be procured to the extent possible
from the domestic market.

Section XI Taxation and Accounting Matters

Article 15 The Center shall develop an accounting system in compliance with relevant laws, regulations and rules of the state and Beijing Municipality. The financial management matters of the Center shall be dealt
with in accordance with such financial management system as approved by the board of directors. To the extent of the staffing of accounting personnel, the accountant shall be appointed by Party B and the cashier shall
be appointed by Party A.

Article 16 The operating costs of the Center shall include the repair and maintenance expenses of the Center (including expense for the repair and maintenance of the premises, equipment, and etc.), staff bonus, water
and power utility expenses, office expense, marketing and promotional expenses, R&D costs, medical indemnity for which the Center is held liable, as well as other expenses required to be paid by the Center.

Article 17 The Center shall conduct accounting and settlement on a monthly basis. All profits derived by the Center, after deducting the operating costs of the Center, shall be allocated between the Parties based on the
profit sharing percentages stipulated in Article 7 herein.

Article 18 The Center shall be obligated to provide military personnel with charge-free medical therapy in compliance with applicable policies of the state, provided that the monthly amount of such medical therapy (in
terms of amount of money) shall not exceed 10% of the total revenue derived from the therapy of the Center.

Article 19 The Parties shall each be responsible for their own taxation matters in relation to the Center under the cooperation.

Section XII Other Matters

Article 20 Any matter not addressed herein shall be implemented in line with the original contract.

Section XIII Effectiveness and Miscellaneous

Article 21 This Contract shall become effective immediately upon execution by the legal or authorized representatives of the Parties.
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Article 21 This Contract shall be made in six originals, with each Party holding three copies, each of which shall have the same legal force and effect.
   
Party A: Chinese People’s Liberation  Party B: Shenzhen Aohua Medical
Army Navy General Hospital  Services Co., Ltd.
Authorized representative:  Authorized representative:
   
(Official stamp)  (Official stamp)
   
(affixed with the seal of The  (affixed with the seal of Shenzhen
Chinese People’s Liberation Army  Aohua Medical Services Co., Ltd. and
Navy General Hospital and the  the signature of Jun Song)
signature of Yunyou Duan)   
   
September 27, 2003  September 27, 2003
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CERTAIN INFORMATION (INDICATED BY ASTERISKS) IN THIS EXHIBIT HAS BEEN OMITTED AND FILED SEPARATELY WITH THE SECURITIES AND EXCHANGE COMMISSION.
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Medical Equipment Lease Agreement
   
Parties to the Contract:
   
Lessor:  Shanghai Medstar Medical Investment Management Company Limited (hereinafter referred to as “Party A”)
   
Legal Representative: ZHANG, Jing
   
Address:  Flat D and Flat E, 15/F, No. 500, Zhangyang Road, Pudong New Area, Shanghai
   
Lessee:  The Chinese People’s Liberation Army Navy General Hospital (hereinafter referred to as “Party B”)
   
Legal Representative: DUAN, Yunyou
   
Address:  No. 6 Fucheng Road, Haidian District, Beijing

In accordance with the principle of equality and fairness, Party A and Party B are willing to formulate this Lease Agreement (hereinafter referred to as this “Contract”) upon friendly consultation and hereby jointly
comply with the following:

Article 1 Leased Assets

 1.1  Party A agrees to lease to Party B one set of brand new imported PET-CT equipment.
 

 1.2  Name of the Leased Assets: PET-CT, model number and specifications, quantity, unit price, total price, manufacturer (for details, please refer to Appendix I);

1



 

CONFIDENTIAL TREATMENT REQUESTED BY CONCORD MEDICAL SERVICES HOLDINGS LIMITED

 1.3  The price of the Leased Assets is approximately RMB *** (subject to the final bid price).

Article 2 Use of the Leased Assets

During the Lease Term, the Leased Assets will be used as medical equipment by the PET-CT Centre within Party B’s hospital and may not be used for other purposes.

Article 3 Premises for Using the Leased Assets

The Premises for using the Leased Assets shall be: the PET-CT Centre of the Chinese People’s Liberation Army Navy General Hospital.

Article 4 Time of Delivery of the Leased Assets

Party A shall deliver the Leased Assets to the Premises where the Leased Assets will be used pursuant to the time as provided in the Leased Assets Purchase Contract. In the event that the Leased Assets fail to
arrive at the Premises in a timely manner because the processing of the procedures regarding the examination and approval under Article 8.2.2 hereof and the premises preparation are delayed, Party A shall not be
liable for any responsibilities.

Article 5 Lease Term

The Lease Term of the Leased Assets shall be: upon confirmation by the Parties, and under the conditions of normal use, should the Leased Assets fail to continue to be used or be declared to be scrapped, that is,
the Lease shall terminate.

Should the Leased Assets be delivered later than such date as provided in the Contract, the Lease Term shall be extended accordingly.
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Article 6 Ownership of the Leased Assets

 6.1  The ownership of the Leased Assets listed in the Appendix hereto shall belong to Party A. During the Lease Term, Party B shall have the right to use only. Party B may not sell, transfer, sub-lease,
establish mortgage over, invest in the Leased Assets and may not adopt such other acts in respect of the Leased Assets which may infringe upon the ownership of the Leased Assets.

 

 6.2  That Party B enters into a contract with any third party or that Party B’s status of legal person is changed will not change Party A’s ownership in respect of the Leased Assets. In the event that Party B is
in bankruptcy, the Leased Assets shall not belong to the property in bankruptcy.

 

 6.3  During the performance of the Contract, Party A shall have the right to check the use and completeness of the Leased Assets and under the circumstances wherein the use of such equipment is not
subject to any influence, Party B shall provide such convenience. Without Party A’s written consent, Party B may not disassemble any parts and components of the Leased Assets nor change the
premise used.

 

 6.4  During the performance of the Contract, Party A shall have the right to establish mortgage over and transfer the Leased Assets, provided however that, Party A must report such mortgage and transfer to
Party B and seek Party B’s advice prior to such mortgage and transfer. Party A’s mortgage and transfer shall not change Party B’s rights and interests as provided herein. Should damages are caused to
Party B due to any mortgage and transfer of the Leased Assets, Party A shall be liable for compensation.

Article 7 Rental

 7.1  The rental shall be paid on a monthly basis.
 

 7.2  After the Leased Assets have been delivered to the Premises for using the Leased Assets, the Parties agree that the Lease shall commence from [Day]
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   [Month][Year] (or another official commencement date for the Lease agreed upon by the Parties by entering into a supplemental Agreement).
 

 7.3  Commencing from the official commencement date for the Lease, Party B shall remit the rental for the previous month into the account designated by Party A by the 20th day for each month, and shall
submit the independent book regarding the finance of the PET-CT Centre to Party A by the 20th day for the first month of each quarter.

 

   Name of the Account: Shanghai Medstar Medical Investment Management Company Limited
Bank with account opened: Gaoqiao Branch of Agricultural Bank of China, at Waigaoqiao, Shanghai
Account Number: 03-341600040016559

 

 7.4  Rental calculation method:
 

 7.4.1  Before *** and within ***, the rental shall be *** of the monthly Leased Assets Revenue of the Center;
 

 7.4.2  Upon ***, the rental shall be *** of the monthly Leased Assets Revenue of the Center;
 

   Leased Assets Revenue = ***
The Hospital’s own expenses and costs: The following costs shall be borne by the PET-CT Centre:

 7.4.2.1 Integrated service fee equivalent to *** of the total amount charged;
 

 7.4.2.2 Cost for renovation and transformation of the operation room (the item is included once incurred);
 

 7.4.2.3 Auxiliary consumptive materials required for treatment;
 

 7.4.2.4 Maintenance and repair cost for the Leased Assets;
 

 7.4.2.5 The wages and bonuses of such service personnel seconded by the Parties to the Centre (including the capped amount for the wages of three military personnel seconded by Party B);
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 7.4.2.6 Charges for water, electricity, heat, and office expenses;
 

 7.4.2.7 Cost for media and advertisement;
 

 7.4.2.8 Necessary technical training and technical upgrading, academic interchange and the cost for hiring experts and consultants;
 

 7.4.2.9 Other costs directly related to the operation of the Centre recognized by the Parties.

   (The foregoing expenses may not exceed *** of the total amount charged by the Centre for the current month at most. Should such expenses exceed ***, calculation will be based on ***. The
exceeding portion shall be carried forward into the next month.)

Article 8 Rights and Obligations of the Parties

8.1  Party A’s Rights and Obligations

 8.1.1  Party A shall deliver to Party B the Leased Assets designated by Party B in a timely manner and assist the supplier in installing and commissioning.
 

 8.1.2  Party A shall understand and grasp the operating situation of the leased equipment at any time based on the operating financial revenue and expenses of the Leased Assets as provided by Party B. When
it is necessary, Party A may hire an independent accounting firm for conducting audit regarding the accounts of the PET-CT Centre.

 

 8.1.3  Party A does not participate in Party B’s operation and management.
 

 8.1.4  Party A or the entrusted agent of Party A shall have the right to examine and check the use and perfect condition of the Leased Assets.
 

 8.1.5  Party A shall be responsible for providing the necessary technical information for the use of the Leased Assets.
 

 8.1.6  Party A shall be responsible for the technical training and upgrading service in respect of the Leased Assets.
 

 8.1.7  Party A shall delegate special personnel who shall be responsible for examining and coordinating the work.
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 8.1.8  Party A shall be responsible for coordinating with the supplier in respect of the repair and maintenance of the Leased Assets.
 

 8.1.9  Party A shall be responsible for confirming jointly with Party B the proposal regarding the renovation and transformation of the operation room and the costs and expenses thereof.

8.2  Party B’s Rights and Obligations

 8.2.1  Party B shall pay rental to Party A on a monthly basis.
 

 8.2.2  Party B shall be responsible for processing all of the procedures for approvals in respect of the Leased Assets hereunder, including the approval for importation, application for the permit for
deployment of large medical equipment for the Leased Assets, and etc.

 

 8.2.3  Party B promises that the financial statement on the operation of the leased equipment and the relevant report Party B issues to Party A shall be in compliance with the relevant laws and regulations of
China and shall truly and objectively show the financial status of Party B in connection with the Leased Assets.

 

 8.2.4  To provide such premises, universal and auxiliary medical and communication equipment coping with the Leased Assets, to provide doctors, nurses and technicians and other professionals, and to
provide the convenient conditions in respect of logistics services.

 

 8.2.5  To assist Party B in handling the matters related to domestic equipment transportation, installation and commissioning.
 

 8.2.6  To deal with medical management work, such as filing and report the charges and prices.
 

 8.2.7  Party B may have 2 military patients to undergo free-of-charge diagnosis of the “Centre” per month (and among whom, one patient shall be entitled to full exemption of the diagnosis charge while two
patients shall be entitled to half-exemption of the diagnosis charge).

 

 8.2.8  Party B shall be responsible for the treatment and other medical decisions on the patients and shall independently be liable for the medical liability.
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   The medical disputes related to the Leased Assets and other issues shall be handled according to the relevant provisions of the health administrative authorities.
 

 8.2.9  Party B shall properly manage and safekeep the Leased Assets and delegate special personnel who shall be responsible for the daily work of the operation of the Leased Assets.
 

 8.2.10  Party B may not dissolve this Contract in early manner nor amend this Contract because Party A has recovered the cost, or the integrated benefits of the PET-CT System continues to grow or the
leadership of the Hospital is replaced. Party A’s legal interests may not be damaged because of early dissolution hereof in the event of other reasons beyond the force majeure, wars, and natural
disasters.

 

 8.2.11  During the Lease Term, in the event that Party B is required to introduce the same type of the equipment, Party A shall enjoy the absolute priority.

Article 9 Delivery and Acceptance Upon Examination of the Leased Assets

 9.1  Delivery and Acceptance upon Examination: After the Leased Assets have been delivered to the premise for use, Party B shall examine the Leased Assets for acceptance pursuant to the content as
provided in the Appendix I hereof. Should the Leased Assets fail to meet the agreed terms, Party B shall timely make a note on the delivery receipt and wait for Party A to settle it.

 

 9.2  Technical acceptance upon examination: Upon installation and commissioning and completion of the diagnosis and treatment for 5 cases and patients, if Party B confirms that the technical requirements
are met, it shall issue acceptance certificate to Party A within 5 days, and the delivery of the Leased Assets is deemed to be completed. The Lease Term shall commence and the charges for such 5 cases
and patients shall be included in the revenue of the Leased Assets.
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 9.3  In the event that the Leased Assets do not comply with the standard upon examination and acceptance, Party A shall be responsible for handling such matter.

Article 10 Insurance of the Leased Assets and the Third Person’s Damage Liability

 10.1  During the Lease term, Party A may, by installments, buy property integrated insurance in respect of the Leased Assets with the insurance company based on the total amount of the Leased Assets. The
insurance beneficiary shall be Party A. The duplicate copy of the insurance contract shall be kept by Party B.

 

 10.2  During the Lease term, in the event of any incident of insurance liability, Party B shall immediately notify Party A and cooperate with Party A for providing the report on the accident cause and the
relevant information, and shall, in conjunction with Party A, timely process the claim with the insurance company. The Contract shall continue to perform. Should such insurance claim fail to be settled
due to Party B’s delay in processing the insurance claim, Party B shall be liable for the losses incurred.

 

 10.3  In the event that any third party (patient) suffers from any damages due to the quality issue of the Leased Assets, Party A shall be responsible for making a claim against the manufacturer or operator of
the Leased Assets. Before the claim can successfully be made, the expenses shall be borne by Party A. Should the amount claimed is insufficient, the insufficient portion shall be included into the
Hospital’s own expenses which shall be borne by the PET-CT Centre.

 

 10.4  In the event that any third party (patient) suffers from any damages due to Party B’s fault in using the Leased Assets, Party A shall be liable for such damages. The expenses shall be included into the
Hospital’s own expenses which shall be borne by the PET-CT Centre.

8



 

CONFIDENTIAL TREATMENT REQUESTED BY CONCORD MEDICAL SERVICES HOLDINGS LIMITED

Article 11 Disposal of the Leased Assets Upon Expiry of the Lease Upon the expiry of the Lease Term, the Leased Assets shall be returned to Party A and a third party shall be entrusted to handle the scrap procedure.

Article 12 Financial Audit

 12.1  For purposes of ensuring the reasonable and effective use of the Leased Assets and ensuring the Lessor’s legal rights and interests, Party B agrees that Party A shall conduct financial audit in respect of
the Centre.

 

 12.2  The measures regarding the financial audit shall include that Party A shall have the right to supervise, at any time, the number of people seeking medical advice, price, the Centre’s cost and expenses,
the wages and bonus amount of the personnel working in the Centre.

Article 13 Handling of Breach

 13.1  In the event that Party A unilaterally terminates this Contract in early manner in violation of the provisions hereof, Party A shall compensate Party B the total sum of the average monthly revenue for
the three months prior to the termination hereof.

 

 13.2  Party A shall be responsible for equipment maintenance and technical service and technical upgrading and shall ensure the normal switch-on rate of the equipment. In the event that the equipment fails
due to its own quality issue and the impact on treatment lasts for over 30 days, Party A shall provide compensation and the compensation amount shall be negotiated by the Parties.

 

 13.3  During the Lease Term, if Party B has introduced any medical equipment which has similar function of the Leased Assets through a third party in violation of Article 8.11 hereof, Party B shall
compensate Party A the losses incurred therefrom in a lump-sum payment, and the Parties shall terminate this Contract in early manner. Amount of loss = Remaining Lease Term × the monthly average
rental prior to the breach.
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 13.4  Should Party B delay in paying the rental, such delay shall not exceed three months. And Party B shall pay to Party A a default fine equivalent to 0.05% of the amount delayed in payment on a daily
basis.

 

 13.5  In the event that Party B breaches the Contract in any of the following manners, Party A shall have the right to dissolve this Contract and Party B is required to pay an overdue penalty and shall
immediately pay all due outstanding and undue rental. As for the undue monthly rental, it is calculated as 2.5% of the total price of the Leased Assets. And the Leased Assets shall be recovered.

 13.5.1  Any monthly rental owed by Party B is in arrears for more than three months;
 

 13.5.2  Party B has disposed the Leased Assets in its sole discretion in violation of the provisions of this Contract;
 

 13.5.3  The Leased Assets are seriously damaged or lost due to any improper use, intentional damage or careless storage by Party B.

 13.6  Should Party A breach the Contract in the foregoing manner, Party A shall be liable for Party B’s lawsuit cost, legal counsel fees and other costs arising from Party B’s realization of the creditors’
rights.

 

 13.7  During the Lease Term, if the military patient paid the relevant fees which are lower than the verified price charged (except for the Centre’s free-of-charge diagnosis cost for the two military personnel
per month), the insufficient portion shall be supplemented by Party B and shall be deducted from Party B’s income.

 

 13.8  In the event that either party unilaterally proposes a reduction or exemption for patients other than the military personnel, the proposing party shall bear the price difference which shall be deducted
from such
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   party’s income. Any amount mutually recognized by the Parties may be included in the expenses of the PET-CT Center.

Article 14 Dispute Resolution

   Any and all disputes in connection with this Contract shall be settled by the Parties through consultation. If no settlement can be reached through consultation, an action may be brought before the
People’s Court in the place where the Leased Assets are located.

Article 15 Appendix to this Contract

   The Appendix to this Contract is an integral part hereof and shall have the equal legal validity as that of the main text hereof.

Article 16 Effectiveness

   This Contract shall become effective after being signed and stamped by both Party A and Party B.

Article 17 Termination of Contract

 17.1  This Contract shall automatically terminate upon the expiry of the Lease Term.
 

 17.2  All claims and indebtedness arising from the performance of this Agreement by Party A and Party B shall be terminated upon full repayment of all debts, including all rental payments, default penalties,
indemnification, and so on.

 

 17.3  In case of impossibility of performance of the Contract or use of the Leased Assets due to war, natural disaster, force majeure and other factors, this Contract shall be terminated and neither party shall
be liable to or have any rights against the other party.

 

 17.4  In case of impossibility of performance of the Contract due to any change in the policy and regulation of the State or the locality, resulting into the
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   fact that this Contract fails to be performed, but without affecting the use of the Leased Assets, this Contract may be terminated in early manner. The Parties shall confirm the proposal of solution
through consultation.

 

 17.5  In the event that the military adjusts its policy, resulting into the fact that this Contract fails to be performed, but without affecting the use of the Leased Assets, this Contract may be terminated in early
manner; provided, however, that Party B is required to make a lump-sum payment to purchase such leased equipment in an amount equal to: *** (see Appendix I) minus ***

 

   Or, subject to safeguarding the legal rights and interests of the Parties, such matter may be settled through consultation.
Purchase Price = ***

Article 18 Miscellaneous

 18.1  The Parties hereto have carefully read through all the terms hereof. Reasonable manner has been adopted to urge the Parties to pay attention to the terms regarding exemption or restriction on their
responsibilities as provided herein. And per the requirements of the Parties, explanation has been made in respect of the relevant terms.

 

 18.2  The Parties hereto have authorized their respective representatives to sign this Contract. All terms of this Contract are a true expression of the intents of the Parties and shall have legal binding effect on
the Parties.

Article 19 The original of this Contract and the Appendix hereto shall be prepared in four copies while Party A and Party B shall each hold two copies hereof.
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Lessor:  Lessee:
Shanghai Medstar Medical Investment 
Management Company Limited (affixed 
with its corporate seal)  

the Chinese People’s Liberation Army
Navy General Hospital(affixed with its corporate seal)

Legal Representative (or Authorized 
Representative):  

Legal Representative (or Authorized Representative):

(Affixed with the signature of Zheng Chen)  (affixed with the signature of Yangming Qian)
   
Date of Execution:  Date of Execution:
29 September, 2006  29 September, 2006
   
Bank with account opened:  Bank with account opened:
Gaoqiao Branch of Agricultural Bank of China, at Waigaoqiao, Shanghai  Fuwaidajie Branch of Industrial and Commercial Bank of China
Account Number: 03-341600040016559  Account Number: 0200049209026700101
Telephone: 021-58367007  Telephone: 010-66958114
Facsimile: 021-58368131  Facsimile: 010-66958034
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Appendix I:
             
        Purchase     

Name of Leased  Model      Price RMB     
Equipment  Number  Quantity (10,000 Yuan)  Manufacturer  Distributor

PET/CT     1       
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REDACTED Version of Exhibit 10.15
Translation

CERTAIN INFORMATION (INDICATED BY ASTERISKS) IN THIS EXHIBIT
HAS BEEN OMITTED AND FILED SEPARATELY WITH THE SECURITIES

AND EXCHANGE COMMISSION. CONFIDENTIAL TREATMENT HAS BEEN
REQUESTED WITH RESPECT TO THE OMITTED PORTION.

Supplemental Agreement
Concerning the Development of

the Aohai Radiotherapy Treatment and Diagnosis Research Center

(Contract Number: AMS20090601)

June 2009
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Parties to the Contract:

Party A: Chinese People’s Liberation Army Navy General Hospital (hereinafter referred to as “Party A”)
Legal Address: No. 6 Fucheng Road, Beijing
Postal Code:100048
Legal Representative: QIAN, Yangming

Party B: Shenzhen Aohua Medical Services Company Limited (hereinafter referred to as “Party B”)
Registered Address: Room 3702, Jinmao Plaza, No. 4028 Jintian Road, Shenzhen
Postal Code: 518035
Legal Representative: YANG, Jianyu

Section I General Provisions

Article 1

Deploying their respective resource advantages, Party A and Party B entered into a Cooperation Contract on 19 March, 1995 and thereby jointly established “Aohai Radiotherapy Treatment and Diagnosis Research
Center” (hereinafter referred to as the “Center”) and invested, for such initial phase, the OUR-XGD Rotary Focus Gamma Knife )(head Gamma Knife) in the Center; entered into a supplementary contract on 18 March,
1999 and further invested, for the second phase, the three-dimensional stereotactic Gamma Ray Whole-body Treatment System (Whole-body Gamma Knife); and entered into a supplementary contract (Contract
Number 2003-S008) on 27 September, 2003 and further invested, for the third phase, the linear accelerator for medical uses, simulated stereotactic machine, three-dimensional conformal radiotherapy treatment plan and
system, the endogenic field hyperthermia machine; and further entered into a supplementary agreement on 15 September, 2004 and further invested, for the third phase, the EEG Stereotactic System to carry out the
diagnosis and treatment of epilepsy diseases; and in the process, Party A and Party have developed the tumor Center into a medical treatment center which features first-class technology, first-class talents, a relatively
high domestic reputation, and the integration of medical treatment and scientific research and which is capable of providing systematic, sound comprehensive diagnosis and therapy services in relation to tumors of
different phases and types for relevant patients. Thanks to the joint efforts of the Parties, the Center has achieved good social and economic results from all of the first three phases investments.

Article 2

Based on the principle of equality, mutual benefit and risk sharing, through friendly discussions, the Parties, desiring to further invest the fourth phase equipment in the Center on the basis of their existing cooperation
and thereby meet the needs of patients and further enhance the capacity of the equipment of the Center, hereby agree as follows in respect of relevant matters.

2



 

CONFIDENTIAL TREATMENT REQUESTED BY CONCORD MEDICAL SERVICES HOLDINGS LIMITED

Section II Basic Introduction of the Center

Article 3

Name of the Center:       “Aohai Radiotherapy and Diagnosis Research Center” (hereinafter referred to as the “Center”).

Article 4

Address of the Center:       Within the Chinese People’s Liberation Army Navy General Hospital

Article 5

Business Scope of the Center:

To carry out diagnosis, radiotherapy, scientific research, academic work in respect of tumors and related diseases as well as other medical services. All activities of the Center shall be in compliance of the laws and
regulations of the People’s Republic of China. All medical treatment activities of the Center shall observe relevant medical treatment rules and regulations, common diagnostic operation procedures and quality control
standards, as well as relevant requirements of the Hospital.

Section III Mode of Cooperation

Article 6 Contribution by the Parties

6.1  Party B shall be responsible for contributing the fourth phase medical equipment, including:

6.1.1  One set of the three-dimensional stereotactic Gamma Ray Whole-body Treatment System (Whole-body Gamma Knife); and one set of Siemens image-guided high-energy linear accelerator;
 

6.1.2  The total investment amount shall be RMB *** (such amount for the invested equipment shall be wire transferred, before actual payment, by Party B to Party A, which shall then pay it to the equipment
vendor). The specific model and specifications, equipping and price of the equipment shall be determined as per the actual bidding and procurement results;

 

6.1.3  Party B shall advance a payment in the amount of approximately RMB *** in respect of the construction and furnishing expenses of the equipment room and auxiliary rooms thereof. The required expenses
shall be included into the operating costs of the fourth phase cooperation project.

6.2  Party A shall be responsible for providing the following:

6.2.1  A premises space of approximately 350 sq. m. for the equipment room and auxiliary room thereof;
 

6.2.2  Infrastructure facilities, such as water, electricity, heating and communications, etc.;
 

6.2.3  Technical personnel and professional personnel; and
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6.2.4  All the legal permits and licenses required for the business operations of the Center.

6.3  No Party may withdraw the property used for the cooperation project without the consent of the other Party.

Article 7: Term of Cooperation:

The term of cooperation for the fourth phase equipment contribution shall be ***, commencing from the date on which the treatment and operation formally begin upon approval by relevant competent authorities and
readiness of the fourth phase equipment contributed by Party B (the specific date shall be agreed and confirmed in writing by the Parties).

Section IV The Center’s Revenue, Expenses and Profit Allocation

Article 8 The Center’s Revenue

The Center’s Revenue shall include all revenues generated from the examination and treatment by using the equipment contributed for the current phase.

Article 9 The Center’s Expenses (the Center’s Operating Costs):

The Center’s expenses shall include the following:

9.1  Costs of human resources: wages of the newly hired personnel of the Center; the bonuses, welfare benefits, etc. of the Center’s personnel; external experts’ cost and consultation fee; training cost, education
expenses, scientific research expenses, etc.;

 

9.2  Equipment operation costs: expenses for repair and maintenance of the equipment, costs of consumptive materials, costs of auxiliary parts, costs for replacement of radiation sources, etc.;
 

9.3  Medical related costs: cost of medicines, cost of medical consumptive materials, sterilization cost, cleansing cost, anaesthetization cost, costs for the handling of medical disputes, medical indemnity, etc.;
 

9.4  Office expenses: travel and accommodation cost, entertainment cost, transportation fee, telephone fee, postal and telecommunication fee, water, electricity and heating charges, health and hygiene expenses,
etc.;

 

9.5  Advertisement and promotional cost: academic exchange expenses, expenses for expert-related events, advertising and promotional expenses, expert assistance and service fee, etc.;
 

9.6  Equipment insurance premium;
 

9.7  Management fee (***);
 

9.8  Other expenses: relevant expenses required for the normal operation of the Center.

Article 10 Profit Allocation
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During the Term of Cooperation, the Parties shall allocate the net revenue of the Center (the Profit of the Center) generated from the fourth phase equipment contributed as follows.

10.1  Three-dimensional stereotactic Gamma Ray Whole-body Treatment System (Whole-body Gamma Knife):
 

  From ***, Party A and Party B shall each obtain *** of the Profit of the Center.
 

10.2  Siemens image-guided high-energy linear accelerator:
 

  From ***, Party A shall obtain *** of the Profit of the Center and Party B shall obtain *** of the Profit of the Center; and
 

  From ***, Party A shall obtain *** of the Profit of the Center and Party B shall obtain *** of the Profit of the Center.

Section V Management Body of the Center

Article 11

The Center shall establish a management committee and the duties of the management committee shall, in principle, be dealt with in accordance with the provisions of the original contract. Material matters such as
amendment of the cooperation contract of the Parties shall be subject to the agreement and confirmation of both Parties.

Section VI Financial Management of the Center

Article 12

The Center shall formulate its financial and management procedures, shall establish a finance office and shall independently account for its finances, all in accordance with the relevant system of the State and the
administration requirements of the Army.

Article 13

The Center’s medical charges shall be centrally collected by the Hospital on behalf of the Center. The Hospital shall create a relevant fee charge subject for the Center and the Center’s finance office shall retain the
return receipt copies of fee charge vouchers for its book-keeping purposes and shall check and settle the accounts with the Hospital as well as remit the relevant profit allocations on a monthly basis. No Party hereto and
no individual shall collect the charges privately. In the event of any private fee collection, the responsible person shall be imposed a penalty double the privately collected amount when such allegation has been found
true.

Article 14

The Center’s finance personnel shall settlement the accounts on a monthly basis pursuant to the allocation arrangement as provided herein and the 5th day of each month shall be the settlement day, on which date the
Center and Party A shall jointly verify the income
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and expenses of the Center. The amount allocable to Party B after deduction of the Center’s operating costs shall be paid to Party B in a lump-sum within 5 working days of such settlement day.

Article 15

Considering the special status of Party A, namely, its status as a hospital of the army, the Center’s equipment shall be reasonably used to provide military servicemen with medical services. The three-dimensional
stereotactic Gamma Ray Whole-body Treatment System (Whole-body Gamma Knife) will annually provide 15 military servicemen with free treatment, in the event of which the medical personnel of Party A shall be
assured of the appropriateness of the therapy for relevant diseases and shall escalate such free treatment request to the president of the Hospital for approval pursuant to relevant procedures before carrying out such free
treatment. Should the quota of such free treatment be exceeded, relevant treatment charges shall be calculated on a cost basis and shall be borne by Party A. The Siemens image-guided high-energy linear accelerator
will, in accordance with the treatment rules applicable to the existing accelerator, provide free service to military servicemen on the basis of the needs required of reasonable medical treatment, provided that, where such
equipment is used to carry out the image-guided intensity-modulated radiotherapy, the medical personnel of Party A must strictly be assured of the appropriateness of the therapy for relevant diseases and shall escalate
such free treatment request to the president of the Hospital for approval pursuant to relevant procedures before carrying out such free treatment, Such equipment will annually provide 10 military servicemen with free
treatment. Should such quota be exceeded, relevant treatment charges shall be calculated on a cost basis and shall be borne by Party A.

Section VII Rights and Obligations of the Parties

Article 16

Party A’s rights and obligations:

16.1  To study and process, in conjunction with Party B, the organizational set-up and construction plan of the Center and to attend to the actual construction work of the Center;
 

16.2  To provide the land required for the premises of the Center, and to put in place the infrastructure facilities including water, electricity, heating, etc;
 

16.3  To arrange or recommend such medical, nursing and technical personnel as required for the operation of the Center and to provide such personnel seconded by Party B or recruited by the Center with necessary
working conditions (among others, the medical and nursing personnel shall be granted with the medical practice qualification at the Hospital.) ;

 

16.4  To coordinate the relationship between the Center and the divisions of Party A;
 

16.5  To handle, with respect to all the equipment of the Center, approval application filings with relevant authorities in relation to large medical equipment procurement permits, environmental evaluation, pricing,
medical insurance and other procedures as well as work related to the bidding of the equipment;

 

16.6  To supervise the medical treatment quality of the Center, to include the Center into the Hospital’s quality management system, and to implement the review,
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  appraisal and incentive and disciplinary matters based on the Hospital’s existing management system;
 

16.7  To conduct the maintenance and repair of the equipment in conjunction with Party B; and
 

16.8  To coordinate for the handling of other matters related to the operation of the Center.

Article 17

Party B’s rights and obligations:

17.1  To handle, in conjunction with Party A, the tendering and procurement work in relation to the equipment required for the Center pursuant to the subject matter of the contract; coordinate the transportation,
installation and commissioning of the equipment; and provide Party A with relevant documentation of the procured equipment;

 

17.2  To assist Party A to submit to the competent health authority approval application filings in relation to large medical equipment procurement permits and other procedures;
 

17.3  To make contacts and arrangements in connection with the equipment operation training for the medical and nursing personnel of the Center;
 

17.4  To contact or recommend relevant Chinese and foreign medical experts;
 

17.5  To carry out, in conjunction with Party A, the construction and upgrading work of the Center’s digital medical treatment network system;
 

17.6  To assist the Center to carry out the marketing and promotion work;
 

17.7  To handle other matters entrusted by Party A; and
 

17.8  During the Term of Cooperation, if Party A needs to further introduce the same type of equipment, Party B shall have the right of priority.

Section VIII Ownership and Insurance of Equipment

Article 18

During the Term of Cooperation provided herein, the ownership of the equipment contributed by Party B to the Center shall belong to Party B. Upon the expiry of the Term of Cooperation, the ownership of such
equipment shall belong to Party A.

Article 19

The ownership of the equipment separately procured by the Center after its establishment with its revenue shall belong to the Center. Upon the expiry of the Term of Cooperation, the ownership of such equipment shall
belong to Party A.

Article 20

Provided that the performance hereof shall not be affected, Party B shall have the right to mortgage or transfer the ownership of the equipment contributed by it, provide that, however, the prior consent of Party A will
be required. The carrying out by Party B of such mortgage or transfer shall not modify Party A’s rights and interests provided herein and Party B shall be liable to indemnify Party A against any damage suffered by it as
a result of such mortgage or transfer.
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Article 21

Party B may take out insurance with an insurer in respect of the equipment set out herein, with the type, value and term of insurance coverage to be determined in accordance with relevant terms of such insurer, and the
insurance beneficiary shall be Party B or a third party designated by Party B. The insurance contract shall be notified to Party A and a duplicate copy of it shall be kept by Party A.

Section IX Breach of Contract

Article 22

If a Party fails to perform its obligations or grossly breaches the provisions under the Contract and thereby prevents the Center from being operated or from achieving the business objectives hereunder, such Party shall
be deemed a breaching Party and shall be deemed to have terminated this Contract and the non-breaching party shall have the right to claim against the breaching party and terminate this Contract.

Article 23

If Party A delays to remit and pay the revenue allocable to Party B for over two months, then Party A shall pay to Party B an overdue fine equal to 0.05% of the late payment amount for each of the days so delayed,
except where such delay has been caused by a force majeure event.

Article 24

Should Party A commit any of the following breaches, Party B shall have the right to terminate this Contract and Party A shall be obligated to pay breach penalty to Party B. Such breach penalty shall be equal to: Party
B’s total income for the previous year × the remainder of the Term of Cooperation

24.1  Party A privately and unilaterally terminates earlier or amends this Contract in violation of the provisions hereof ;
 

24.2  Party A privately and unilaterally disposes of the equipment invested by Party B (including but not limited to sale, sub-lease, relocation, transfer, etc.) in violation of the provisions hereof;
 

24.3  Without consultation with, and consent of, Party B, Party A remains in arrears with the payment of any installment of the profit allocable to Party B for more than 6 months or causes the equipment to cease its
normal provision of medical treatment services to patients for more than 30 days for reasons attributable to Party A (except for equipment failures).

 

24.4  Party A otherwise grossly violates the provisions hereof.

Article 25

Should Party B commit any of the following breaches, Party A shall have the right to terminate this Contract and Party B shall be obligated to pay default penalty to Party A.
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Such default penalty shall be equal to: Party A’s total income for the previous year × the remainder of the Term of Cooperation

24.1  Party B privately and unilaterally terminates earlier or amends this Contract in violation of the provisions hereof;
 

24.2  The carrying out by Party B of a mortgage or transfer in respect of the equipment under this Contract has a material effect on the rights and interests of Party A;
 

24.3  Party B otherwise grossly violates the provisions hereof.

Section X Amendment, Extension, Termination and Dissolution of the Contract

Article 26

Any amendment, modification or termination of this Contract and its appendix shall become effective only if a written instrument has been executed by the Parties hereto upon mutual consultation and agreement.

Article 27

If the Parties decide to extend the term of cooperation, they shall either enter into a supplementary agreement for the extension of such term of cooperation 6 months prior to the expiry of such term of cooperation or
shall enter into a separate cooperation contract.

Article 28

If, due to war, natural disasters, force majeure events, or like factors, it becomes impossible to perform this Contract or use the equipment, the Parties may terminate this Contract earlier without any liabilities to each
other.

Article 29

If, due to reasons attributable to the regulations of the state or local authorities, it becomes impossible to perform this Contract but the use of the equipment remains unaffected, this Contract may be terminated earlier,
provided that the Parties shall determine a solution through mutual consultations.

Article 30

If, due to adjustments in the policy of the army, it becomes impossible to perform this Contract but the use of the equipment remains unaffected, this Contract may be terminated earlier, provided that Party A shall be
obligated to buy back, on an one-off basis, the equipment from Party B and provided further that the specific terms therefor shall be determined through mutual consultations, having due regard to the protection of the
legal rights and benefits of the Parties.

Section XI Miscellaneous

Article 31

Any dispute arising from the performance hereof shall be resolved through friendly consultations, failing which such dispute shall be referred to the local court of Beijing for adjudication.
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Article 32

Any notice involving the rights and obligations of either Party shall be in writing and the addresses set out herein shall be the addresses of the Parties for the receipt of notices.

Article 33

This Contract shall become effective once it is signed and sealed by the Parties.

Article 34

No change to the legal representatives of either Party shall affect the normal performance of this Contract.

Article 35

Any matter not covered herein may be dealt with by a separate supplementary agreement, which shall have the same legal force and effect as this Contract.

Article 36

The Appendix hereto shall be an integral part hereof and shall have the same legal force and effect as this Contract.

Article 37

This Contract shall be made in four originals, with each Party holding two copies, each of which shall have the same legal force and effect.

Article 38

This Contract is made and entered into in [     ] City on [Day] [Month], 2009
   
Party A: Chinese People’s Liberation Army Navy General Hospital  Party B: Shenzhen Aohua Medical Services Company Limited
   
[corporate seal]  [corporate seal]
   
Signed by Legal Representative or Authorized Agent:  Signed by Legal Representative or Authorized Agent:
   
(affixed with the seal of The Chinese People’s Liberation Army Navy General Hospital and the signature of
Yunyou Duan)  

(affixed with the seal of Shenzhen Aohua Medical Services Co., Ltd. and the signature of Jun
Song)

   
Date of Execution: 8 July, 2009  Date of Execution: 8 July, 2009
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Exhibit 10.16

Supplemental Agreement to the Service-only Management Agreement

Entrusting Party:

Xi’an Wanjiechangxin Medical Services Company Limited
Legal Representative: CAI, Shijie

Chang’an Hospital Co., Ltd.
Legal Representative: CAI, Shijie

Entrusted Party:

CMS Hospital Management Co., Ltd.
Legal Representative: YANG, Jianyu

Whereas:

The Entrusting Party and the Entrusted Party have entered into the Service-only Management Agreement (the “Original Contract”) in connection with Chang’an Hospital as of August 1st, 2008. In order to facilitate the
Entrusted Party’s operation and management work, upon consultations, the Parties hereby enter into the Supplemental agreements for mutual compliance.

Article 1 The Entrusted Party shall have the power to solely decide matters falling within the following scope:

1.  All tumor-related divisions of Chang’an Hospital;
 

2.  All divisions covered by the service-only management agreements for medical equipment, which were entered into by and between Chang’an Hospital or Xi’an Century Friendship Medical Technology R&D
Co., Ltd. and the Entrusted Party or any affiliate of the Entrusted Party.

Considering that the Entrusted Party will implement a new system of management by objective, the Entrusted Party shall have the management and operation power to solely decide all relevant matters of the above-
mentioned divisions, including but not limited to, human resource, accounting, administration, operation, performance review matters, etc.

Article 2 In respect of the divisions other than those set out in Article 1 (“Other Divisions”), the Entrusted Party shall carry out the management work as follows:

1.  Subject to the leadership of the Entrusted Party, efforts shall be made to permit the existing management team of Chang’an Hospital to fully deploy its powers and potential for management in principle of
“maintaining stable development” ;

 

2.  Any adjustment or change to the management work of the Entrusted Party shall be

1



 

  discussed and agreed with the Entrusting Party;
 

3.  The Entrusted Party shall in principle appoint representatives to manage the matters in respect of administration and accounting and shall, where the conditions are equal, use on a priority basis existing
employees of Chang’an Hospital.

Article 3

The use and management of Chang’an Hospital’s official seal shall comply with the following principles:

1.  When any decision or document is required to be made or issued by Chang’an Hospital in respect of external parties, such decision or document shall not acquire legal force unless and until it shall have been
signed by both the Entrusting Party and the Entrusted Party and affixed with the official seal.

 

2.  Any decision related to the divisions provided in Article 1 hereof shall acquire legal force once it shall have been solely signed by the Entrusted Party and Chang’an Hospital shall affix its official seal thereon at
the request of Entrusted Party.

 

3.  Any decision related to the Other Divisions provided in Article 2 hereof shall acquire legal force once it shall have been solely signed by the person in charge of Chang’an Hospital and affixed with the official
seal.

Article 4 During Chang’an Hospital’s transition towards the 2nd phase, the Entrusting Party and the Entrusted Party shall set up a transition team and shall jointly carry out, by way of equality-based discussions, the
split of the personnel, finances and assets as well as business cooperation and division of labor-based coordination between the 1st phase and the 2nd phase in accordance with the principles set out in the Framework
Agreement for the Cooperation on Chang’an CMS International Cancer Center and on the basis of the appraisal report mutually acceptable to the Parties and shall thereby ensure a smooth transition.

Article 5 Miscellaneous

1.  This Supplemental Agreement shall become effective upon execution and sealing by each of the Parties.
 

2.  This Supplemental Agreement will be terminated either as a result of the termination of the Original Contract or by the mutual agreement of the Parties.
 

3.  This Supplemental Agreement shall be made in six originals in Chinese only, with each Party hereto holding two copies. Each of the copies shall have the same legal force and effect.

2



 

4.  In the event of any discrepancy between the Original Contract and this Supplemental Agreement, this Supplemental Agreement shall prevail.

(No operative text below)
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(No operative text on this signature page)

Xi’an Wanjiechangxin Medical Services Company Limited

Legal Representative / Authorized Representative:
(Seal)

Chang’an Hospital Co., Ltd.

Legal Representative / Authorized Representative:
(Seal)

CMS Hospital Management Co., Ltd.

Authorized Representative: (Signature)

Date: August 1st, 2008
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Exhibit 10.17

Agreement Regarding the Transfer of Equity in
Aohai Radiotherapy Treatment and Diagnosis Research Center

Party A: Beijing Our Medical Equipment Development Company

Address: No. 3 Qianmen East Avenue, Beijing (Room 408, Office Building, Capital Hotel)

Party B: Shenzhen Aohua Medical Services Co., Ltd.

Address: Room 2208, Dianzi Keji Building, Shennanzhonglu Road, Shenzhen

Party C: Chinese People’s Liberation Army Navy General Hospital

Address: No. 6 Fucheng Road, Beijing

Upon friendly consultations, Party A, Party B and Party C have reached the following agreement in respect of the transfer by Party A of its equity interest hereunder:

1.  Party A and Party C entered into the Agreement concerning the Establishment of the Aohai Radiotherapy Treatment and Diagnosis Research Center on 19 September, 1995, wherein are specified their
respective percentages of equity interests in the Aohai Radiotherapy Treatment and Diagnosis Research Center (hereinafter referred to as the “Center”).

 

2.  Party A, Party B and Party C each hereby confirm the foregoing agreement and all matters set out therein.
 

3.  In order to facilitate the management work, improve the ownership structure, and enable the Center to achieve better operative results and procure the Parties a satisfactory future, Party A hereby transfers for
free all of its equity interest in the Center to Party B.

 

4.  Party B agrees to accept Party A’s transfer of such equity interest. Commencing from the effective date hereof, Party B shall enjoy all of the original rights of Party A to the Center and shall assume all of the
obligations originally assumed (or to be assumed) by Party A (including all of the rights and obligations attached to such equity interest prior to the transfer hereunder).

 

5.  Party C agrees to the foregoing transfer.
 

6.  This Agreement shall become effective upon execution and sealing by each of Party A, Party B and Party C. This Agreement shall be made in four originals, with one copy to be held by each of Party A, Party
B and Party C, and one copy to be submitted to the relevant authority for filing. Each of the four copies shall have the same legal force and effect.

 



 

Party A: Beijing Our Medical Equipment Development Company
(Corporate seal)

Representative: (Signature)

Part B: Shenzhen Aohua Medical Services Co.,Ltd.
(Corporate seal)

Representative: (Signature)

Party C: Chinese People’s Liberation Army Navy General Hospital
(Corporate seal)

Representative: (Signature)

Date: 5 May, 1997

 



Exhibit 10.18

Supplemental Agreement to
the Supplemental Agreement Concerning the Development of

the Aohai Radiotherapy Treatment and Diagnosis Research Center
   
Party A:  Chinese People’s Liberation Army Navy General Hospital
Address:  No. 6 Fucheng Road, Beijing
Postal code:  100037 
Telephone:  010-68587733 
Facsimile:  010-68581507 
Legal Representative:  Duan Yunyou
Title:  President
   
Party B:  Shenzhen Aohua Medical Services Co., Ltd.
Address:  17/F, Guomao Plaza, Renmin South Road, Shenzhen
Postal code:  518014 
Telephone:  0755-82211708 
Facsimile:  0755-82213690 
Legal Representative:  Song Jun
Title:  President

Whereas, based on the development needs of the Hospital, in order to help meet the demand of the Hospital’s Neurosurgery Division and the Head Gamma Knife Center in their carrying out of diagnosis, examination,
stereotactic location and treatment for epilepsy and related clinical research work, improve the treatment effect for epilepsy, and further enhance the economic results, the board of directors of Aohai Radiotherapy
Treatment and Diagnosis Research Center has decided on the meeting as of 4 September, 2004, upon deliberation and consideration, to make an additional investment, namely, the “EEG Stereotactic System”, as part of
the third phase investment of Aohai Radiotherapy Treatment and Diagnosis Research Center. NOW, THEREFORE, the Parties agree as follows:

1.  In accordance with the relevant terms of the Supplemental Agreement Concerning the Development of the Aohai Radiotherapy Treatment and Diagnosis Research Center (Contract Number: 2003-S-008,
hereinafter referred to as the “Contract”) dated 27 September, 2003, the Parties agree that Party B shall contribute one set of EEG Stereotactic System (valued at RMB Four Million) to the third phase of the
Center in addition to its earlier contribution of the four sets of radiotherapy equipment in an aggregate value of RMB Eighteen Million Eight Hundred Thousand (18.8 million) to the third phase of the Center, to
the effect that the contribution of Party B to the third phase of the Center shall be in a total amount of RMB Twenty Two Million Eight Hundred Thousand (22,8 million).

 

2.  There shall be established a relatively independent Epilepsy Center, the management work of which shall be assisted by the Head Gamma Knife Center and the Hospital’s Neurosurgery Division. The personnel
of said Center shall be

1



 

  treated in a relatively independent manner and the finances of said center shall be accounted for independently.
 

3.  The responsibilities of the Parties, the term of cooperation, the profit sharing arrangement, the management body and other matters in respect of said center shall be governed by the Contract.
 

4.  Any matters not covered herein shall be separately dealt with by the Parties through discussions.
 

5.  This Agreement shall be made in six originals and shall become effective upon execution and sealing by the Parties. This Agreement is a supplementary document to the Contract and shall have the same force
as the Contract. Each Party shall hold three copies.

   
Party A:  Party B:
Chinese People’s Liberation Army Navy General Hospital  Shenzhen Aohua Medical Services Co., Ltd.
   
(affixed with corporate seal and the signature of Yunyou Duan)  (affixed with corporate seal and the signature of Jun Song)
   
15 September, 2004  15 September, 2004 
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Exhibit 10.19

Supplemental Agreement to
the Cooperation Contract Concerning

the Aohai Radiotherapy Treatment and Diagnosis Research Center

Party A:       Chinese People’s Liberation Army Navy General Hospital

Party B:       Shenzhen Aohua Medical Services Co., Ltd.

Whereas, Party A and Party B entered into a cooperation contract on March 18, 2003 in respect of the third phase of the Aohai Radiotherapy Treatment and Diagnosis Research Centre, whereby it was contemplated that
the Parties will cooperate to make investment in the whole set of equipment for conformal radiotherapy and intensity modulated radiotherapy (including the medical linear accelerator, the multi-leaf collimator, the CT
simulated stereotactic system, and the 3-D therapy and planning system), that all of the funding shall be provided by Party B, and that Party A shall be responsible for handling the tendering procedures for the
equipment and the construction work of the equipment room and therapy rooms and other relevant matters. Thereafter, due to the impact of SARS, the progress of the project has been hindered. NOW, THEREFORE, in
order to procure, as soon as possible, smooth progress of the project, upon friendly consultations, the Parties hereby enter into the following supplemental agreements:

1.  Considering that the investment funds raised by Party B for the project constitute purpose-bound special funds and will be made available only until 31 December, 2003, after which date they shall be forfeited,
Party A shall duly complete the tendering procedures for the equipment by 20 December, 2003, failing which Party A shall assume the liabilities arising out of the non-availability of the funds of Party B.

 

2.  Party A shall complete the construction of the equipment room and therapy rooms by 31 January, 2004 so that the installation and commissioning of the equipment will not be affected.

This Supplemental Agreement shall be made in four copies. This Supplemental Agreement shall become effective upon execution and sealing by each of the Parties and shall have the same legal force as the original
contract.
   
Party A:  Party B:
Chinese People’s Liberation Army Navy  Shenzhen Aohua Medical Services Co., Ltd.
General Hospital (Corporate seal)  (Corporate seal )
   
Representative:  Representative:
(Signature)  (Signature)
   
Date: 16 August, 2003   



Exhibit 21.1

SUBSIDIARIES OF THE REGISTRANT

•  Ascendium Group Limited (incorporated in the British Virgin Islands)
 

•  China Medical Services Holdings Limited (incorporated in Hong Kong)
 

•  Cyber Medical Network Limited (incorporated in Hong Kong)
 

•  CMS Hospital Management Co., Ltd. (incorporated in the PRC)
 

•  Beijing Xing Heng Feng Medical Technology Co., Ltd. (incorporated in the PRC)
 

•  Our Medical Services, Ltd. (incorporated in the British Virgin Islands)
 

•  Shenzhen Aohua Medical Services Co., Ltd. (incorporated in the PRC)
 

•  Shenzhen Aohua Medical Leasing and Services Co., Ltd. (incorporated in the PRC)
 

•  China Medstar Pte. Ltd. (incorporated in Singapore)
 

•  Medstar (Shanghai) Leasing Co., Ltd. (incorporated in the PRC)



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the references to our firm under the caption “Experts” and to the use of our report dated October 16, 2009 (except Note 26, as to which the date is November 17, 2009) in the Registration Statement (Form
F-1) and the related Prospectus of Concord Medical Services Holdings Limited for the registration of its ordinary shares. We also consent to the use of our report dated September 3, 2009 with respect to the consolidated
financial statements of China Medstar Limited also included in this Registration Statement.

/s/ Ernst & Young Hua Ming

Shenzhen, the People’s Republic of China
November 17, 2009



Exhibit 23.4

November 17, 2009

Concord Medical Services Holdings Limited (the “Company”)
18/F, Tower A, Global Trade Center
36 North Third Ring Road East, Dongcheng District
Beijing 100013, People’s Republic of China

Ladies and Gentlemen:

We hereby consent to the use of our name under the captions “Risk Factors,” “Enforceability of Civil Liabilities,” “Regulation of Our Industry” and “Legal Matters” in the prospectus included in the registration
statement on Form F-1, originally filed by the Company on September 3, 2009, with the Securities and Exchange Commission under the Securities Act of 1933, as amended. In giving such consent, we do not thereby
admit that we come within the category of persons whose consent is required under Section 7 of the Securities Act of 1933, as amended, or the regulations promulgated thereunder.

Sincerely yours,
   
/s/ Jingtian & Gongcheng
 

Jingtian & Gongcheng  
 



Exhibit 23.5

[Frost & Sullivan Letterhead]

October 16, 2009                                                  

PRIVATE & CONFIDENTIAL
   
To:  Concord Medical Services Holdings Limited
   
  18/F, Tower A, Global Trade Center
  36 North Third Ring Road East
  Dongcheng District
  Beijing, People’s Republic of China, 100013.
     
  Re:  Concord Medical Services Holdings Limited
 
    Consent to References to Frost & Sullivan Report

Madam/Sirs:

In connection with the proposed initial public offering of Concord Medical Services Holdings Limited (the “Proposed IPO”), we hereby consent to references to our name and to the report, “Understanding of China
Imaging Diagnosis & Cancer Radiation Therapy Market, 2009,” (the “Report”) in the Registration Statement and any other documents in connection with the Proposed IPO. We confirm that your references to the
Report reflect the most recent available information.
     
 
Yours faithfully,

For and on behalf of Frost & Sullivan

[Seal of Frost & Sullivan]
 

  

/s/ Glenn Xuchao Hou     
Name:  Glenn Xuchao Hou  
Title:  Consulting Director, Healthcare Practice, Frost & Sullivan China  
 


