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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should seek independent
professional advice.

aZHAOKE

\/ OPHTHALMOLOGY

Zhaoke Ophthalmology Limited
KEIRMERA A

(Incorporated in the British Virgin Islands with limited liability and continued in the Cayman Islands)

GLOBAL OFFERING

Number of Offer Shares under the Global Offering : 123,567,500 Shares (subject to the Over-allotment
Option)
Number of Hong Kong Offer Shares 12,357,000 Shares (subject to adjustment)
Number of International Offer Shares : 111,210,500 Shares (including 6,178,000 Reserved

Shares under the Preferential Offering) (subject to
adjustment and the Over-allotment Option)

HK$16.80 per Share, plus brokerage of 1.0%, SFC
transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005% (payable in full on
application in Hong Kong Dollars and subject to
refund)

Nominal Value : US$0.00000025 per Share
Stock Code 6622

Maximum Offer Price
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this
prospectus, make no representation as to its accuracy or completeness, and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part
of the contents of this prospectus.

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

The Offer Price is expected to be fixed by agreement between the Joint Representatives (on behalf of the Underwriters) and us on the Price Determination Date. The Price Determination Date is expected
to be on or around Wednesday, April 21, 2021 (Hong Kong time) and, in any event, not later than Monday, April 26, 2021 (Hong Kong time). The Offer Price will be not more than HK$16.80 per Offer
Share and is currently expected to be not less than HK$15.38 per Offer Share. If, for any reason, the Offer Price is not agreed by Monday, April 26, 2021 (Hong Kong time) between the Joint
Representatives (on behalf of the Underwriters) and us, the Global Offering will not proceed and will lapse.

Applicants for Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price of HK$16.80 for each Hong Kong Offer Share together with brokerage fee of 1%, SFC transaction
levy of 0.0027% and Hong Kong Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price as finally determined is less than HK$16.80.

The Joint Representatives (on behalf of the Underwriters), and with our consent, may, where considered appropriate, reduce the number of Hong Kong Offer Shares and/or the indicative
Offer Price range below that is stated in this prospectus (which is HK$15.38 to HK$16.80) at any time prior to the morning of the last day for lodging applications under the Hong Kong
Public Offering. In such case, notices of the reduction in the number of Hong Kong Offer Shares and/or the indicative Offer Price range will be i as soon as pr

the decision to make such reduction, and in any event not later than the morning of the day which is the last day for lodging appllcatmns under the Hong Kong Public Offering on the
website of our Company at zkoph.com and on the website of the Stock Exchange at www.hkexnews.hk. Further details are set forth in “Structure of the Global Offering” and “How to Apply
for Hong Kong Offer Shares and Reserved Shares™ in this prospectus. If applications for Homg Kong Offer Shares have been submitted prior to the day which is the last day for lodging applications
under the Hong Kong Public Offering, in the event that the number of Offer Shares and/or the indicative Offer Price range is so reduced, such applications can subsequently be withdrawn.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for the subscription for, the Hong Kong Offer
Shares, are subject to termination by the Joint Representatives (on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the day that trading in the Shares
commences on the Hong Kong Stock Exchange. Such grounds are set out in the section headed “Underwriting—Underwriting Arrangements and Expenses—Hong Kong Public
Offering—Grounds for termination” in this prospectus.

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

April 16, 2021



EXPECTED TIMETABLEY

If there is any change in the following expected timetable of the Hong Kong Public
Offering and Preferential Offering, we will issue an announcement in Hong Kong to be
published on the websites of the Stock Exchange at www.hkexnews.hk and the Company

at zkoph.com.

Despatch of BLUE Application Forms to
Qualifying Lee’s Pharm Shareholders on or before ............. Friday, April 16, 2021

Hong Kong Public Offering and Preferential
Offering commence and WHITE and YELLOW
Application Forms available from ......... ... ... ... ...... 9:00 a.m. on Friday,
April 16, 2021

Latest time to complete electronic applications under

White Form eIPO service through the designated
website www.eipo.com.hk® ... ... L. 11:30 a.m. on Wednesday,
April 21, 2021

Application lists of the Hong Kong Public Offering
and the Preferential Offering open® ... .. .. ... ............ 11:45 a.m. on Wednesday,
April 21, 2021

Latest time for (a) lodging WHITE, YELLOW
and BLUE Application Forms, (b) giving electronic application
instructions to HKSCC and (c) completing payment
of White Form eIPO applications by effecting internet
banking transfer(s) or PPS payment transfer(s)® . .......... 12:00 noon on Wednesday,
April 21, 2021

Application lists of the Hong Kong Public Offering
and the Preferential Offering close® .. .................. 12:00 noon on Wednesday,

April 21, 2021
Expected Price Determination Date® . .................... Wednesday, April 21, 2021

(1) Announcement of the Offer Price, the level of indications
of interest in the International Offering, the level of
applications in the Hong Kong Public Offering and
the Preferential Offering; and the basis of allocations
of the Hong Kong Offer Shares under the Hong Kong
Public Offering and the Reserved Shares under the
Preferential Offering to be published on the websites
of the Stock Exchange at www.hkexnews.hk and

our Company at zkoph.com on or before” . . . ... ... ... Wednesday, April 28, 2021



EXPECTED TIMETABLEY

(2)

(3)

Announcement of results of allocations in the

Hong Kong Public Offering and the Preferential

Offering (with successful applicants’ identification

document numbers, where appropriate) to be available

through a variety of channels as described in the section

headed “How to Apply for Hong Kong Offer Shares

and Reserved Shares—E. Publication of Results”

in this prospectus) from® . ... .. .. ... .. . L. Wednesday, April 28, 2021

Announcement containing (1) and (2) above to be

published on the websites of the Stock Exchange

at www.hkexnews.hk and the Company at zkoph.com®” . ... ... ... ... Wednesday,
April 28, 2021

Results of allocations in the Hong Kong Public Offering and
the Preferential Offering will be available at
www.iporesults.com.hk (alternatively:

English https://www.eipo.com.hk/en/Allotment;

Ch

inese https://www.eipo.com.hk/zh-hk/Allotment)

with a “search by ID” function from® ... ... . ... ....... Wednesday, April 28, 2021

Despatch of Share certificates or deposit of
the Share certificates into CCASS in respect of
wholly or partially successful applications
pursuant to the Hong Kong Public Offering and
the Preferential Offering on or before . .................. Wednesday, April 28, 2021

Despatch/collection of refund checks and
e-Refund payment instructions in respect of
wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offering and
the Preferential Offering on or before® . .. ... ... ... ... Wednesday, April 28, 2021

Dealings in Shares on the Stock Exchange
expected to commence at'® . ... ... 9:00 a.m. on Thursday,

Notes:
(1)
(2)

3)

April 29, 2021

Unless otherwise stated, all times and dates refer to Hong Kong local times and dates.

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

If there is a “black” rainstorm warning, Extreme Conditions and/or a tropical cyclone warning signal number
8 or above in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Wednesday, April 21, 2021,
the application lists will not open and close on that day. Further information is set out in the section headed
“How to Apply for Hong Kong Offer Shares and Reserved Shares—D. Effect of Bad Weather on the Opening
and Closing of the Application Lists” in this prospectus.

— 11—



EXPECTED TIMETABLEY

(4)  Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
via CCASS should refer to the section headed “How to Apply for Hong Kong Offer Shares and Reserved
Shares—A. Applications for Hong Kong Offer Shares—6. Applying by Giving Electronic Application
Instructions to HKSCC via CCASS” in this prospectus.

(5) The Price Determination Date is expected to be on or about Wednesday, April 21, 2021, and in any event, not
later than Monday, April 26, 2021. If, for any reason, the Offer Price is not agreed between the Joint
Representatives (for themselves and on behalf of the Underwriters) and the Company on or before Monday,
April 26, 2021, the Global Offering will not proceed and will lapse.

(6) In case a typhoon warning signal number 8 or above, a “black” rainstorm warning signal and/or Extreme
Conditions is/are in force in any days between Friday, April 16, 2021 to Thursday, April 29, 2021, then the day
of (i) announcement of results of allocations in the Hong Kong Public Offering and the Preferential Offering;
(ii) dispatch of Share certificates and refund checks/e-Refund payment instructions; and (iii) dealings in the
Shares on the Stock Exchange may be postponed and an announcement may be made in such event.

(7)  None of the websites or any of the information contained on the websites forms part of this prospectus.

(8)  The Share certificates will only become valid at 8:00 a.m. on the Listing Date, which is expected to be
Thursday, April 29, 2021, provided that the Global Offering has become unconditional in all respects at or
before that time. Investors who trade Shares on the basis of publicly available allocation details or prior to the
receipt of the Share certificates or prior to the Share certificates becoming valid do so entirely at their own
risk.

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

For details of the structure of the Global Offering, including its conditions, and the
procedures for applications for the Hong Kong Offer Shares and the Reserved Shares, see
sections headed “Structure of the Global Offering” and “How to Apply for Hong Kong Offer
Shares and Reserved Shares” in this prospectus, respectively.

If the Global Offering does not become unconditional or is terminated in accordance with
its terms, the Global Offering will not proceed. In such a case, the Company will make an
announcement as soon as practicable thereafter.

The BLUE Application Forms have been despatched to all Qualifying Lee’s Pharm
Shareholders. In addition, Qualifying Lee’s Pharm Shareholders will receive a copy of this
prospectus.

Distribution of this prospectus and/or the BLUE Application Forms into any jurisdiction
other than Hong Kong may be restricted by law. Persons into whose possession this prospectus
and/or the BLUE Application Forms come (including, without limitation, agents, custodians,
nominees and trustees) should inform themselves of, and observe, any such restrictions. Any
failure to comply with such restrictions may constitute a violation of the securities laws of any
such jurisdiction. In particular, this prospectus should not be distributed, forwarded or
transmitted in, into or from any of the Specified Territories with or without the BLUE
Application Forms, except to Qualifying Lee’s Pharm Shareholders as specified in this
prospectus.

—iii —
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IMPORTANT NOTICE TO INVESTORS

This prospectus is issued by us solely in connection with the Hong Kong Public
Offering and does not constitute an offer to sell or a solicitation of an offer to buy any
security other than the Hong Kong Offer Shares offered by this prospectus pursuant to
the Hong Kong Public Offering. This prospectus may not be used for the purpose of,
and does not constitute, an offer or a solicitation of an offer to subscribe for or buy,
any security in any other jurisdiction or in any other circumstances. No action has been
taken to permit a public offering of the Offer Shares or the distribution of this
prospectus in any jurisdiction other than Hong Kong. The distribution of this
prospectus and the offering and sale of the Offer Shares in other jurisdictions are
subject to restrictions and may not be made except as permitted under the applicable
securities laws of such jurisdictions pursuant to registration with or authorization by
the relevant securities regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this prospectus and the
Application Forms to make your investment decision. We have not authorized anyone
to provide you with information that is different from what is contained in this
prospectus. Any information or representation not made in this prospectus must not be
relied on by you as having been authorized by us, the Joint Sponsors, the Joint
Representatives, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers, any of the Underwriters, any of our or their respective directors, officers or
representatives, or any other person or party involved in the Global Offering.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read this prospectus in its entirety before you decide to
invest in the Offer Shares. We are a pharmaceutical company seeking a listing under
Chapter 18A of the Listing Rules on the basis that we are unable to meet the
requirements under Rule 8.05(1), (2) or (3) of the Listing Rules. There are risks
associated with any investment. Some of the particular risks in investing in the Offer
Shares are set out in the section headed “Risk Factors” in this prospectus. You should
read that section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are an ophthalmic pharmaceutical company dedicated to the research, development
and commercialization of therapies that address significant unmet medical needs in China.
Leveraging our deep domain expertise, we have built a comprehensive ophthalmic drug
pipeline of 25 candidates that covers most major ocular indications affecting the front and the
back of the eye, through either in-house development or in-licensing. We have also established
an advanced ophthalmic manufacturing facility and are assembling an experienced marketing
team in anticipation of near-term product launch. Our goal is to become a leader in China and
the neighboring ASEAN marketplace.

China has a large and underserved ophthalmic patient population. In 2019, the total
prevalence of ocular diseases and disorders in China was significantly higher than the United
States, yet the ophthalmic pharmaceutical market was only one-sixth as large, according to
CIC. This suggests significant growth potential. According to CIC, the Chinese ophthalmic
pharmaceutical market is forecast to grow from US$2.6 billion in 2019 to US$20.2 billion in
2030, at a CAGR of 20.6%. However, the market is fragmented, lacking a leader with
ophthalmic-focused expertise that can provide a comprehensive solution for this specialty
therapeutic area.

To address this attractive market opportunity, we have built an ophthalmic drug pipeline
comprising 13 innovative drugs and 12 generic drugs as classified under NMPA drug
registration regulations. Our innovative pipeline includes 8 drug candidates which have the
potential to be market-leading products in China if approved. Our generic pipeline includes 6
potential first-to-market generics in China, which we believe will bring us near-term cash flows
and significant first-mover advantages in commercial-scale manufacturing and marketing.
According to CIC, we have one of the most comprehensive ophthalmic drug pipelines in China.

In designing our pipeline, we have initially placed strategic emphasis on five major
ophthalmic indications in China in terms of market potential, including dry eye disease, or
DED, wet age-related macular degeneration, or wAMD, diabetic macular edema, or DME,
myopia and glaucoma. Most ocular conditions present at variable stages of disease severity,
often driven by multiple pathological processes that affect local microenvironments with
specific tissue responses. Hence most conditions are heterogeneous in nature. Therefore, for
each of the major indications, we typically develop multiple drug candidates with different
mechanisms of action. We expect our multi-targeted approach to give physicians access to an
arsenal of different drugs and the therapeutic flexibility to administer them as mono- or
combination therapies, helping them formulate an optimal regimen for each patient and serve
a broader group of patients in each of the ophthalmic sub-specialties. Through this pipeline
strategy, we aim to become the essential one-stop solution. The following chart summarizes our
drug pipeline:
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SUMMARY

We have developed internal capabilities in key aspects of ophthalmic drug development.
Our specialized in-house research, development, clinical and regulatory capabilities have
enabled us to concurrently advance multiple innovative and generic drug candidates through
the preclinical and clinical phases. We have a solid track record in business development,
having in-licensed a number of drug candidates across major indications with high growth
potential from international partners. Setting us apart from competitors in China, we have
established a commercial-scale advanced manufacturing facility, which is designed and built
for ophthalmic drugs in compliance with cGMP requirements of China, the United States and
the European Union. We are also assembling a commercial team with extensive experience
covering various nationwide sales channels and ophthalmologists in China. We believe these
established capabilities will help us bring innovative and comprehensive ophthalmic therapies
to market and become the partner of choice of multinational pharmaceutical companies.

We are led by an international management team with decades of industry experience and
a track record of research and development, clinical operations, manufacturing, regulatory
communications, business development and commercialization of ophthalmic therapies. In
addition, we have received strong endorsement from blue-chip investors, including GIC,
Hillhouse Capital, TPG, Loyal Valley Capital, Orbimed and Aier Eye Hospital.

Our Pipeline of Innovative Drugs

Our DED Drug Pipeline

Cyclosporine A (CsA) ophthalmic gel, our late-stage Core Product and an eye gel
indicated for DED based on the CsA compound. Compared with Restasis, the first CsA
ophthalmic drug approved in the United States, which is an oil-based emulsion, our CsA drug
is in an innovative hydrogel formulation. It diffuses faster on the ocular surface and stays
longer. In an ex vivo preclinical study, our CsA ophthalmic gel demonstrated significantly
greater local bioavailability in the tear film and ocular surface tissues compared to Restasis. In
a Phase II exploratory study in moderate-to-severe dry eye patients, once-daily dosing of our
CsA ophthalmic gel was able to deliver similar efficacy and safety compared to the twice a day
dosing of Restasis. These clinical findings are supported by the higher exposure delivered in
the front of the eye by our CsA ophthalmic gel compared to Restasis in preclinical experiments.
In addition, studies have shown that the most common reason for which patients discontinue
Restasis is the transient burning sensation immediately after topical application of the drug. By
eliminating all daytime administrations and the associated discomfort and inconvenience, our
CsA ophthalmic gel, administered once every night, is expected to significantly improve
patients’ compliance and quality of life. See “Business—Our Pipeline of Innovative
Drugs—Our DED Drug Pipeline—Cyclosporine A (CsA) ophthalmic gel—Summary of
Clinical Trials” for details of the clinical trial results.
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We commenced research and development of CsA ophthalmic gel in 2006. We initiated
a Phase II clinical trial in December 2017 and completed this trial in November 2019. We are
conducting a Phase III clinical trial in China to evaluate the efficacy and safety of CsA
ophthalmic gel in patients with moderate-to-severe DED, and expect to complete the trial in the
third quarter of 2021. We plan to submit an NDA to the NMPA in the fourth quarter of 2021.

RGN-259, an eye drop indicated for moderate-to-severe DED. This is a therapeutic
peptide (Thymosin (34), with cellular and tissue protective as well as repair and regeneration
enhancement properties. RGN-259 has a novel mechanism with dual effects of corneal repair
and anti-inflammation. Studies suggest that it has fast onset efficacy in multiple outcomes of
signs and symptoms. It has also shown a statistically significant reduction in ocular discomfort
and corneal fluorescein staining compared to placebo in one of the completed Phase III trials
in the United States. RGN-259 has also demonstrated a satisfactory safety profile in such trials.
We obtained from RegeneRx an exclusive license to manufacture and sell, and a non-exclusive
license to develop, RGN-259 and any other Thymosin 34-based drug candidates developed by
RegeneRx in Greater China. RegeneRx has completed a Phase II/I1I clinical trial and two Phase
IIT clinical trials in the United States. Leveraging the results of such clinical trials, we plan to
submit an IND application to the NMPA in the second half of 2022, and initiate a Phase III trial
in China in 2023.

CsA/rebamipide ophthalmic gel, an innovative combination eye gel with dual
mechanisms of anti-inflammation and tear film stabilization, with potentially better efficacy
for patients having inadequate response to topical CsA (estimated to account for 20% to 30%
of all moderate-to-severe DED patients globally, according to CIC). In the preclinical studies,
the CsA/rebamipide ophthalmic gel showed meaningful improvement in DED signs and
symptoms in a rabbit DED model. We plan to submit an IND application to the NMPA for the
CsA/rebamipide ophthalmic gel candidate in the first half of 2022 and commence a Phase |
clinical trial in China in the second half of 2022.

IC-265, an eye drop composed of highly selective and potent Syk tyrosine kinase
inhibitor with broad anti-inflammatory effects which has also shown general efficacy in
reducing signs of allergic conjunctivitis. We obtained an exclusive license from IACTA to
develop, make and sell IC-265 in Greater China and certain Southeast Asia countries. A Phase
IT clinical trial for the treatment of allergic conjunctivitis was completed. We plan to initiate
a Phase II clinical trial for IC-265 in China in the first half of 2022, and we also intend to
develop IC-265 for the treatment of uveitis.

Our wAMD Drug Pipeline

PAN-90806, an anti-VEGF agent for wAMD and DME, in a novel eye drop formulation.
PAN-90806 is a small-molecule compound with optimal physicochemical properties to allow
for topical delivery. If approved, it will bring significant convenience and provide a less
invasive treatment alternative for patients as a maintenance therapy, reducing the frequency of
intravitreal injections and other associated treatment burden of mainstream anti-VEGF
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therapies while maintaining visual stability. We obtained an exclusive license from PanOptica
to develop and commercialize PAN-90806 in Greater China, South Korea and certain other
Southeast Asian countries. We plan to file an IND application with the NMPA for PAN-90806
in the first half of 2022.

TABO014, the first clinical-stage bevacizumab-based antibody indicated for wAMD in
China. Bevacizumab is a clinically validated anti-VEGF drug. Globally, although bevacizumab
is only approved for oncology treatment through intravenous infusion, there has been
increasing off-label use of bevacizumab via intravitreal injection for treatment of wAMD. We
obtained an exclusive license from TOT BIOPHARM to commercialize TABO14 for
neovascularization-related eye diseases in China. We expect the Phase III clinical trial of
TABO14 to be initiated in the second quarter of 2021 and be completed in 2023. We plan to
submit an NDA to the NMPA for TABO14 by 2024.

Our DME Drug Pipeline

ZK002, a protein with a novel mechanism of action to contain inflammation (i.e.,
anti-inflammation effect) and vascular fluid leakage (i.e., anti-permeability effect), which has
potentially better efficacy advantages over existing mainstay treatments for DME. ZK002 is
expected to lower treatment burden by reducing the number of intravitreal injections required
and improve treatment compliance. ZK002 also has anti-angiogenesis effect in addition to
anti-permeability and anti-inflammatory properties. As such, we believe ZK002 has the
potential to be a foundational agent, either as monotherapy or in combination with anti-VEGF
agents, to address proliferative diabetic retinopathy in addition to DME. We plan to submit an
IND application to the NMPA for ZK002 for DME in 2023.

PAN-90806, in addition to the wAMD indication, we are also developing PAN-90806 for
DME.

Our Myopia Drug Pipeline

NVK-002, a potential novel topical ophthalmic solution to control myopia progression.
NVK-002 has a proprietary formulation that successfully addresses the instability of
low-concentration atropine. It is preservative-free with an expected shelf life of as long as 24
months. According to CIC, NVK-002 is one of the most advanced atropine drug candidates
globally for myopia progression control, and targets the broadest patient group, covering
children and adolescents from 3 to 17 years old. We obtained an exclusive license to develop,
manufacture, register, import and commercialize NVK-002 in Greater China, South Korea and
certain countries in Southeast Asia. We plan to submit an IND application to the NMPA in the
second quarter of 2021. Subject to IND approval from the NMPA, we plan to commence a
Phase III bridging clinical trial in China in the fourth quarter of 2021, and submit an NDA to
the NMPA in 2023.
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Other Innovative Drug Candidates

ZKY001, one of our Core Products, an eye drop targeting corneal epithelial defects, or
CED, through anti-inflammatory effects plus stimulation of epithelial cell migration.
Compared to widely prescribed growth factor therapies, such as rh-EGF and rb-bFGF drugs,
which stimulate angiogenesis and may cause edema and inflammation, ZKY001 showed better
in vivo efficacy in reducing corneal swelling and suppressing abnormal ocular vessel growth
in preclinical animal models. ZKYO001 also has a favorable safety profile, well tolerated at all
concentrations in one of our Phase I clinical trials. We believe ZKY0O01 has the potential to be

a foundational therapy for a broad range of corneal epithelial diseases.

We commenced research and development activities for ZKYO0O01 in January 2013. We
have completed two preclinical studies to evaluate the efficacy of ZKYO0O01. The first study
compared the efficacy of ZKYO001 against rh-EGF, levofloxacin lactate and saline on the
treatment of CED after laminectomy, a surgery which removes a layer in the cornea and,
inevitably, creates damages to the cornea. ZKY0O01 showed faster onset effects than rh-EGF
and levofloxacin lactate. The second study compared the efficacy of ZKYO0O1 at three
concentrations against rh-EGF and saline on the repair of CED after corneal alkali burns,
serious damages to the cornea after contact with alkaline chemicals. The study showed that cell
migration in the ZKYO00I treatment groups was significantly higher than that in the control
groups, with 20 pg/ml ZKYO001 and 40 ug/ml ZKYO0OI being more efficacious than the other
groups.

In addition, we completed a Phase I clinical trial in December 2018 which evaluated
safety, tolerability and systemic pharmacokinetics of ZKYO0O0I in healthy subjects. ZKYO001
was well tolerated in all concentrations during the trial. Among the 34 subjects who received
ZKYO001, only three mild AEs were reported. We are conducting another Phase I clinical trial
evaluating the ocular pharmacokinetics and safety of ZKYO0O1 and a Phase II clinical trial
evaluating the safety and efficacy of ZKYO0O01 for the treatment of CED after endothelial
keratoplasty. See “Business—Our Pipeline of Innovative Drugs—Other Innovative Drug
Candidates—ZKY001—Summary of Clinical Trial Data” and “—Summary of Preclinical
Studies” for details. We plan to initiate a Phase III clinical trial in the second half of 2022 and
target to submit an NDA to the NMPA in 2024.

Resolv ER, an intravitreal injection of liposome-loaded urea for the treatment of
vitreomacular traction, or VMT. By using Resolv ER, patients suffering from VMT may avoid
invasive surgery and preserve vision. We obtained an exclusive license from Kato
Pharmaceuticals to develop, make and sell Resolv ER in Greater China and certain countries
in Southeast Asia. We plan to submit an IND application to the NMPA for in the second quarter
of 2021 and initiate a Phase II clinical trial in the fourth quarter of 2021.
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IC-270, a fixed-dose combination of IC-265, a Syk tyrosine kinase inhibitor, and an
antihistamine agent for the treatment of allergic conjunctivitis. IC-270 has the potential to be
a treatment for allergic conjunctivitis that addresses not only itching but also redness and
inflammation associated with allergic conjunctivitis. We obtained an exclusive license from
IACTA to develop, make and sell IC-270 in Greater China and certain Southeast Asia countries.
We plan to commence a Phase III clinical trial in 2023 and submit an NDA to the NMPA in
2024.

7ZK002, a protein with anti-angiogenesis and anti-inflammation effects, and therefore is
an ideal drug candidate for pterygium, in which vascular angiogenesis and inflammation play
prominent roles. We plan to submit an IND application to the NMPA for pterygium in the
second half of 2022.

Our Pipeline of Generic Drugs

Bimatoprost, a potential first-to-market generic in China targeting glaucoma and
potentially the only bimatoprost eye drop without any preservatives. We submitted an
abbreviated NDA to the NMPA in August 2019 and expect to receive approval in the fourth
quarter of 2021.

Bimatoprost timolol, a potential first-to-market generic bimatoprost timolol in China
targeting glaucoma. We submitted an abbreviated NDA to the NMPA in October 2020 and
expect to receive approval in the first half of 2022.

Latanoprost, one of the most frequently prescribed PGAs for open-angle glaucoma in
China. We plan to submit an abbreviated NDA to the NMPA in the first half of 2022 and expect
to receive approval in 2023.

Latanoprost timolol, a PGA and  blocker combination eye drop targeting glaucoma. We
plan to submit an abbreviated NDA to the NMPA in the first half of 2022 and expect to receive
approval in 2024.

Travoprost, one of the most frequently prescribed PGAs for open-angle glaucoma in
China. We plan to submit an abbreviated NDA to the NMPA in the first half of 2022 and expect
to receive approval in 2023.

Travoprost Timolol, a potential first-to-market generic travoprost timolol in China
targeting glaucoma. We plan to submit an abbreviated NDA to the NMPA in the second half of
2022 and expect to receive approval in 2024.

Levobetaxolol HCI, a potential first-to-market generic levobetaxolol hydrochloride in
China targeting glaucoma. We plan to submit an abbreviated NDA to the NMPA in the first half
of 2022 and expect to receive approval in 2023.
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Epinastine HCI, a potential first-to-market generic in China targeting allergic
conjunctivitis with a dual mechanism of action of anti-histamine and mast cell stabilization. We
submitted an abbreviated NDA to the NMPA in June 2020 and expect to receive approval in
the first half of 2022.

Natamycin, an antifungal ophthalmic eye drop used to treat fungal infections around the
eye. We plan to submit an abbreviated NDA to the NMPA in 2022 and expect to receive
approval in 2024.

Proparacaine HCI, a single-dose preservative-free proparacaine HCl eye drop for
short-acting surface anesthesia. We plan to submit an abbreviated NDA to the NMPA in the
fourth quarter of 2021 and expect to receive approval in 2023.

Povidone iodine, a single-dose preservative-free eye drop for skin disinfection before
and after surgery. We plan to submit an abbreviated NDA to the NMPA in the third quarter of
2021 and expect to receive approval in 2023.

Fluorescein Sodium, a potential first-to-market generic in China and potentially the first
fluorescein sodium in eye drop formulation. We plan to submit an abbreviated NDA to the
NMPA in 2023.

As of the Latest Practicable Date, we owned eight issued PRC patents and two issued EU
patents, and had filed two EU patent applications, six PRC patent applications, two patent
applications under the PCT, and four patent applications in other jurisdictions. Among our
patents and patent applications, (i) two patents were in relation to ZKY001, one of our Core
Products, and were material to our business and (ii) one patent and two patent applications
were in relation to CsA ophthalmic gel, our other Core Product, and were material to our
business. For further details, see “Business—Intellectual Property.”

Our Directors confirm that we were not involved in any proceedings in respect of, and we
had not received notice of any claims of infringement of, any intellectual property rights that
might be threatened or pending as claimant or respondent during the Track Record Period and
up to the Latest Practicable Date.

OUR STRENGTHS

We believe the following strengths have contributed to our success:

. comprehensive ophthalmic drug pipeline emphasizing largest ophthalmic
indications;

. robust innovative pipeline with potential market-leading candidates;

— 10 =
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. balanced pipeline with near commercial-stage generic assets;
. integrated platform with established capabilities and solid track record; and

. international management team with firm domain expertise, supported by elite
science advisory board, blue-chip investors and reputable collaboration partners.

OUR STRATEGIES

Our goal is to become the leader in the ophthalmic pharmaceutical marketplace in China
and the neighboring ASEAN countries. Specifically, we plan to pursue the following strategies:

. build a durable and recognized “Zhaoke Ophthalmology” brand in China and other
markets of interest;

. establish a track record in innovation by advancing the clinical development,

regulatory approval and commercialization of innovative drug candidates;

. extend leadership in innovation by rapidly advancing our preclinical- or IND-stage
drug candidates through internal research and strategic partnerships;

. build marketing infrastructure and momentum by rapidly commercializing generic
pipeline;

. continue to enhance our fully integrated ophthalmic platform; and
. expand our global footprint through organic growth and collaborations.
RESEARCH AND DEVELOPMENT

We believe that research and development is critical to the discovery and validation of
new ophthalmic disease targets and development of novel therapies for the treatment of
ophthalmic diseases. We are dedicated to enhancing and expanding our drug pipeline by
leveraging our research and development capabilities. Our research and development activities
are led by an international management team with decades of industry experience at global
biotechnology and pharmaceutical companies. Our research and development team has a
time-tested, solid track record and a full suite of capabilities, covering discovery, preclinical
research and clinical trials. See “Business—Research and Development” for details.

—11 —-
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COMPETITIVE LANDSCAPE
Competitive Landscape for CsA Ophthalmic Gel

In China, the first and only marketed topical CsA is Sinqi’s Cycloome, a generic to
Restasis. In addition, as of the Latest Practicable Date, there were three CsA candidates in
Phase III clinical trials. Compared with Sinqi’s Cycloome and the other two Phase III CsA
candidates, which are under a twice-daily dosing regimen, our CsA ophthalmic gel is an
innovative hydrogel with longer retention time on the ocular surface and improved
bioavailability, which only requires once-daily dosing. The following table sets forth details of
approved and clinical-stage topical CsA drugs in China as of the Latest Practicable Date. See
“Industry Overview—DED—Comparison of Our DED Drug Pipeline and Competing DED
Drugs in China” for details.

Approved Topical CsA Drug for DED in China

Name Compound Formulation Dosage Company Mechanism Aﬁg:(l);’a] Price (US$)
Cycl - (1)
{gg;‘e 0.05%CsA  Emulsion  Twicedaily  Singi  Calcineurin inhibitor  2020/06 4'55&'}%% Class 3

Clinical-stage Topical CsA Drug Candidates for DED in China

Name Compound Formulation Dosage Company Mechanism Phase

CsA eye . Calcineurin
gel® 0.05% CsA Eye gel Once daily Our Group inhibitor 1 2020/6/22
CsAeye 0.09% CsA Solution Twice daily ~ Sun Pharma Global FZE Calcineurin I 2020/9/7
drop® inhibitor
SHR8028 0.1% CsA Solution Twice daily Hengrui Calcineurin 11 2021/1/28
inhibitor

(1) A generic to Restasis.

(2)  We plan to register the CsA ophthalmic gel under the Class 2 new drug pathway.
(3)  Approved in the United States under the brand name of Cequa in 2019.

Source: NMPA; the Company; CIC Report

Competitive Landscape for ZKY001

Treatment options for CED are limited. Current mainstream marketed drugs for CED are
eye drops or gels using recombinant human epidermal growth factors, or rh-EGF, deproteinized
calf blood extract, or recombinant bovine basic fibroblast growth factor, or rb-bFGF. The
following table sets forth top-selling CED drugs in China. See “Industry
Overview—CED—Comparison of ZKY001 and Competing CED Drugs in China” for details.

— 12 =
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Top selling drugs for CED in China

Drug name Approval Stlei Price in
Compound N Company Mechanism China 2019 .
(formulation) year (USD mn) China (USD)
Yibei Promote cell repair and
Gl Tl Guilin Pavay gene regeneration on 2005 ~40 ~6/5g
Recombinant human (Gel) mesoderm and ectoderm
epidermal growth factor
derivative
(rh-EGF) Gq . *  Promote cell
Jinyinshu Shenzhen Watsin A i
(Eye Drop) Genetech regeneration on corneal 2004 ~4 ~5/3ml
epithelium
Sugaojie Shenyang Sinqi
. ~3 ~6/5
(Gel) Pharmaceutical Promote the uptake and 2007 0 o3
Deproteinized Calf utilization of glucose and
Blood Extract oxygen by eye tissues
Sugaojie Shenyang Sinqi and cells 2007 2 ~17/20 pieces
(Eye Drop) Pharmaceutical - /0.4ml
base ot growey B BenBio " e 2019 NiA w5l
& (Eye Drop) Pharmaceutical & ~alom

factor (rb-bFGF) mesoderm and ectoderm

Source: CIC Report

See “Industry Overview” for competitive landscapes for our other drug candidates.
COLLABORATION AND LICENSE AGREEMENTS
In-licensing

RegeneRx. In July 2012, Lee’s Pharm (HK) entered into a license agreement, or the
Thymosin 34 License Agreement, with RegeneRx for the license of Thymosin 34 in RGN-259
and any other Thymosin B4-based drug candidates developed by RegeneRx. In February 2019,
the agreement was amended and assigned by Lee’s Pharm (HK) to us without any economic
change to the agreement. Under the Thymosin (4 License Agreement, we were granted an
exclusive irrevocable royalty-bearing license to use the licensed patents and know-how to
manufacture, offer to sell, sell and import such drug candidates for the diagnosis, prevention
and treatment of all human and animal diseases and conditions in Greater China, and we were
also granted a non-exclusive, irrevocable, royalty-free license to use the licensed patent and the
licensed know-how to develop such drug candidates in Greater China. The Thymosin (34
License Agreement also includes a clause in relation to LQ-7, the functional fragment of
Thymosin B4 and the active ingredient of ZKYO0O01, which grants us the right to develop
ZKYO001 using LQ-7 subject to this agreement. Lee’s Pharm (HK) paid license fees of US$0.4
million to RegeneRx in 2012. We shall pay aggregate potential milestone payments associated
with commercial sales of the products of up to US$3.6 million. During the royalty term, on an
annual basis, we shall also pay RegeneRx royalties ranging from mid-single digit to low-teen
percentage of net sales in the licensed territory. See “Business—Collaboration and License
Agreements—License of RGN-259.”

13—
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TACTA. In July 2020, we entered into a license agreement with IACTA for the license of
certain patents and know-how relating to IC-265 and IC-270 in Greater China and certain
Southeast Asia countries. As of the Latest Practicable Date, we had paid license fees of US$1.5
million. We shall pay aggregate potential milestone payments of up to US$31.0 million to
IACTA associated with regulatory approval and commercial sales of the licensed products.
During the royalty term, on an annual basis, we shall also pay IACTA royalties ranging from
upper mid-single digit to low-teen percentage of the aggregate net annual sales of each of
IC-265 and IC-270 in the licensed territory. See “Business—Collaboration and License
Agreements—License of IC-265 and IC-270.”

TOT BIOPHARM. In January 2017 and April 2020, we entered into a series of product
licensing, development and commercialization agreements with TOT BIOPHARM, under
which TOT BIOPHARM granted us an exclusive license to commercialize TABO14 for
neovascularization-related eye diseases in China. Upon the receipt of the requisite regulatory
approvals, we will be responsible for the commercialization and distribution of TABO14 in
China. We agreed to pay costs for engaging CROs and to pay development management
expenses to TOT BIOPHARM. TOT BIOPHARM is entitled to receive from us a one-time
upfront fee and certain additional milestone payments associated with research and
development progress and commercial sales of TABO14. TOT BIOPHARM is also entitled to
receive 30% of net sales of TABO14 in China. See “Business—Collaboration and License
Agreements—License of TAB014.”

Nevakar. In October 2020, we entered into a license agreement with Nevakar for an
exclusive license to develop, manufacture, register, import and commercialize NVK-002 in
Greater China, South Korea and certain countries in Southeast Asia. As of the Latest
Practicable Date, we had paid Nevakar license fees of US$10.0 million. We shall pay aggregate
potential milestone payments of up to US$92.0 million to Nevakar associated with regulatory
approval and commercial sales of NVK-002. During the royalty term, on an annual basis, we
shall also pay Nevakar tiered, mid-teen percentage of the aggregate net annual sales of
NVK-002 in the licensed territory. See “Business—Collaboration and License
Agreements—License of NVK-002.”

Kato Pharmaceuticals. In September 2016, Zhaoke Pharmaceutical (HK) Limited
entered into a license agreement with Kato Pharmaceuticals for the license of a group of patent
rights and Kato Pharmaceuticals’ know-how for the development, commercialization and
exploitation of ophthalmic drug products containing small molecule formulations of urea or
urea derivatives, including, without limitation, urea in a liposome formulation, namely, Resolv
ER, in Greater China and certain countries in Southeast Asia. Zhaoke Pharmaceutical (HK)
Limited paid license fees of US$0.2 million to Kato Pharmaceuticals in 2016. We shall pay
milestone payments to Kato Pharmaceuticals associated with regulatory approval and
commercial sales of Resolv ER in an aggregate of up to US$4.3 million. During the royalty
term, on a semi-annual basis, we shall also pay Kato Pharmaceuticals royalties of high-single
digit to low-teen percentage of the aggregate annual net sales of Resolv ER in the licensed
territory. See “Business—Collaboration and License Agreements—License of Resolv ER.”

_ 14—
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PanOptica. In December 2020, we entered into an exclusive license agreement with
PanOptica, Inc. for PAN-90806, under which PanOptica granted us an exclusive, royalty-
bearing, sublicensable license, under certain licensed know-how and patents, to research,
develop, make, have made, use, sell, offer for sale and import any product that is comprised
of or based on PAN-90806 compound (as defined thereunder), or that uses or embodies
licensed know-how and/or is covered by a licensed patent in the Greater China, South Korea
and certain other Southeast Asian countries. PanOptica is entitled to an upfront payment and
milestone payments from us upon the achievement of specified regulatory and
commercialization milestones up to a total of US$30 million. PanOptica is also entitled to
receive tiered mid-single digit royalties on future sales by us in the licensed territory. See
“Business—Collaboration and License Agreements—License of PAN-90806.”

NTC. In December 2020, we entered into a license and supply agreement with NTC, and
we were granted an exclusive license to develop, import, register, obtain price and seek
reimbursement, promote, market, distribute and sell NTCO14 in Greater China, South Korea
and certain Southeast Asian countries. As of the Latest Practicable Date, we had paid NTC
license fees of €0.3 million. We shall make another upfront payment and milestone payments
to NTC in an aggregate of up to €2.5 million, which are associated with clinical development,
regulatory approval and commercial sales of NTCO14. In February 2021, we entered into
another license and supply agreement with NTC, and we were granted an exclusive license to
import, register, obtain price and seek reimbursement for, promote, market, distribute and sell
NTCO10 in the PRC. Upon entering into the agreement, we paid NTC license fees of €0.3
million. We shall make payments of €0.6 million upon dossier delivery and €1.4 million when
the first order is issued. See “Business—Collaboration and License Agreements—License of
NTCO10” and “—License of NTC014.”

Technology Transfer

In November 2014, Lee’s Pharm Hefei entered into a levobetaxolol HCI technology
transfer agreement with Guangzhou Boji Medical & Biotechnological Co. Ltd., or Boji
Biomedicals. Boji Biomedicals is entitled to an acquisition fee of RMB3.5 million. In April
2019, the agreement was amended and assigned by Lee’s Pharm Hefei to us without any
economic change to the agreement. Thereafter, we are entitled to all technologies related to
levobetaxolol HCI suspension eye drop.

The license agreements with RegeneRx and Kato Pharmaceuticals and the technology
transfer agreement with Boji Biomedicals were entered into before the incorporation of our
Company. The research and development for the relevant drug candidates were conducted by
subsidiaries of Lee’s Pharm before the incorporation of our Company.

MANUFACTURING

We have an established manufacturing facility, which occupies approximately 7,600 sq.m.
in Nansha New District, Guangzhou. It is designed and built for ophthalmic drugs in
compliance with ¢cGMP requirements of China, the United States and the EU with full
manufacturing capability and ready for commercial-scale production. We expect to complete
the expansion by the end of 2022. See “Business—Manufacturing” for details.
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COMMERCIALIZATION

The commercialization of our drug candidates is critical to our future growth and success.
To drive our product launch and bring our innovative ophthalmic therapies to market, we are
assembling our core commercial leadership team in anticipation of near-term product launch.
The core members of our commercial team have extensive experience in collaborating with
nationwide sales channels coupled with capabilities to market and promote our drug candidates
directly to ophthalmologists. We target to have about 50 members by 2021, 100 members by
2022, and 200 to 300 members within the next five years. See “Business—Commercialization”
for details.

SUPPLIERS

During the Track Record Period, our suppliers primarily consisted of (i) CROs, who
provided contracting services for research and development and (ii) suppliers of raw materials,
reference drugs, machinery and equipment used in our research and development and
manufacturing activities. Additionally, we have procured and expect to continue to procure
CRO services for our Core Products from a connected person, a subsidiary of Lee’s Pharm. For
further  details, see  “Business—Collaboration with CROs” and “Connected
Transactions—Non-Exempt Continuing Connected Transactions—Procurement of CRO
Services.” We have established relationships with qualified suppliers for raw materials who we
believe have sufficient capacity to meet our demands. Nevertheless, we believe that adequate
alternative sources for such supplies exist. For the years ended December 31, 2019 and 2020,
our purchases from our five largest suppliers in the aggregate accounted for 34.9% and 19.4%,
respectively, of our total purchases, and purchases from our largest supplier alone accounted
for 29.7% and 11.3%, respectively, of our total purchases.

SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, immediately following the completion of the Share
Subdivision and the Global Offering and assuming that the Over-allotment Option and the
share options granted under the Pre-IPO Share Option Scheme are not exercised, Lee’s Pharm
International and Coyote Investment Pte. Ltd. will hold approximately 25.8% and 13.3%,
respectively, of the total issued share capital of the Company and will be regarded as our
Substantial Shareholders. For further details, see “Substantial Shareholders.”

CONNECTED TRANSACTIONS

Prior to the Listing, our Group has entered into certain transactions in our ordinary and
usual course of business with parties who will, upon the Listing, become connected persons of
our Company. For details of such one-off connected transaction and continuing connected
transactions of our Company following the Listing, see “Connected Transactions.”

We have applied for, and the Stock Exchange has granted us, (i) waivers from strict
compliance with the requirement to set a term of not exceeding three years under Rule 14A.52
of the Listing Rules in respect of the Master CRO Service Agreement; and (ii) waivers from
strict compliance with the requirements to set a term of not exceeding three years and
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momentary annual caps under Rules 14A.52 and 14A.53 of the Listing Rules in respect of the
License Agreement. For details, see “Connected Transactions—Waiver Application for
Non-exempt Continuing Connected Transactions.”

THE SPIN-OFF

The Listing constitutes a spin-off of our Company from the Lee’s Pharm Group under
Practice Note 15. The proposal in relation to the Spin-off was submitted by Lee’s Pharm to the
Stock Exchange for approval pursuant to Practice Note 15, and the Stock Exchange has
confirmed that Lee’s Pharm may proceed with the Spin-off. The Spin-off is subject to the
approval of the Lee’s Pharm Shareholders pursuant to Practice Note 15, which was obtained
at the extraordinary general meeting of Lee’s Pharm held on March 15, 2021.

Each of our Company and Lee’s Pharm considers that the Spin-off and the separate listing
of our Group will be commercially beneficial to Lee’s Pharm and our Company as a whole. For
further details of the Spin-off, see “History, Development and Corporate Structure—Spin-off
of Our Group from Lee’s Pharm.”

The business of our Group is clearly delineated from that of the Retained Lee’s Pharm
Group, primarily because (i) the core businesses of our Group and the Retained Lee’s Pharm
Group focus on different medical areas and are explicitly differentiated in nature, and (ii) the
products of us and the Retained Lee’s Pharm Group function independently and are not
supplemental to each other. For further details, see “Relationship with Lee’s
Pharm—Delineation of Business Between the Retained Lee’s Pharm Group and Our
Group—Delineation of Businesses.”

PRE-IPO INVESTORS

The Company underwent two rounds of Pre-IPO Investments. Our major Pre-IPO
Investors include global and Chinese institutional investors, dedicated healthcare funds,
biotech funds and major healthcare company. For details of our Pre-IPO Investments, please
see “History, Development and Corporate Structure—Pre-IPO Investments.”

SHARE OPTION SCHEMES

In recognition of the contributions of our Directors, senior management, employees and
consultants to our business and to incentivize them to further promote our development, we
adopted the Share Option Schemes. For details and principal terms of the Share Option
Schemes, please see “Appendix IV—Statutory and General Information—D. Share Option
Schemes.”

SUMMARY OF KEY FINANCIAL INFORMATION

This summary historical financial information set forth below is derived from, and should
be read in conjunction with, our consolidated financial information, together with the
accompanying notes, set forth in “Appendix I—Accountants’ Report” to this prospectus, as
well as the information set forth in “Financial Information” of this prospectus. Our
consolidated financial information has been prepared in accordance with HKFRS.
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Summary Consolidated Statements of Profit or Loss and Other Comprehensive Income

Other income
Other net gain/(loss)
Research and development expenses
General and administrative expenses
Selling and distribution expenses
Finance costs
Changes in the carrying amount of preferred
shares liability":
Changes in present value of redemption
amount
Changes in fair value of conversion features
Interest on lease liabilities
Interest on bank loan

Subtotal
Loss before taxation
Income tax

Loss for the year/period

Other comprehensive income for the
year/period

Item that may be reclassified subsequently to
profit or loss:

Exchange differences on translation of financial
statements of entities with functional
currencies other than RMB

Total comprehensive income for the
year/period

Note:

Year ended December 31,

2019 2020

(RMB in thousands)

2,953 68,462

1,070 (5,487)

(93,407) (81,779)

(6,311) (35,002)

- (1,542)
(24,799) (74,329)
- (595,649)
(1,583) (1,458)
- (197)

(26,382) (671,633)
(122,077) (726,981)
(122,077) (726,981)

4,533 56,120
(117,544) (670,861)

(1)  Represent the changes in the carrying amount of financial liabilities recognized in relation to the redemption
amount and conversion features for our Series A Preferred Shares and Series B Preferred Shares. Such changes
affected our financial performance during the Track Record Period and is expected to continue to affect our

financial performance after the Track Record Period.
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We currently have no products approved for commercial sale and have not generated any
revenue from product sales. We were not profitable and incurred operating losses during the
Track Record Period. We recorded net losses of RMB122.1 million and RMB727.0 million for
the years ended December 31, 2019 and 2020. Our net loss increased significantly from 2019
to 2020, primarily because our finance costs increased significantly from RMB26.4 million in
2019 to RMB671.6 million in 2020, which was primarily attributable to changes in the carrying
amount of financial liabilities recognized in relation to the redemption amount and conversion
features for our Series A Preferred Shares and Series B Preferred Shares.

We expect to incur significant expenses and operating losses for at least the next several
years as we continue our preclinical research and development and clinical development, and
seek regulatory approval for our drug candidates, launch commercialization of our pipeline
products, and add personnel to support these efforts. In particular, we expect our research and
development expenses to increase significantly from RMBS81.8 million in 2020 to RMB345.5
million in 2021 due to an expected increase in clinical trial expenses. Specifically, in 2021, we
expect to continue our ongoing Phase III clinical trial for CsA ophthalmic gel and Phase II
clinical trial for ZKYO001, and complete these two trials. We also expect to initiate a Phase III
clinical trial for TABO14 in the second quarter of 2021. We expect our general and
administrative expenses to increase from RMB35.0 million in 2020 to RMB94.0 million in
2021, which is primarily due to an increase in equity-settled share-based payment and staff
costs as a result of an increase in share compensation expenses and an increase in the number
of administrative personnel to support our business growth. Subsequent to the Listing, we
expect to incur costs associated with operating as a public company. We expect that our
financial performance will fluctuate from period to period due to uncertainty in the
development of our drug candidates, regulatory approval timeline and commercialization of
our drug candidates.

Summary of Consolidated Statements of Financial Position

As of December 31,
2019 2020
(RMB in thousands)

Non-current assets

Property, plant and equipment 130,630 138,458
Intangible assets 36,901 138,691
Prepayments on purchases of property, plant and

equipment 7,076 35,814
Total non-current assets 174,607 312,963
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Current assets

Other receivables and prepayments

Amount due from a shareholder

Amount due from a related company

Pledged bank balances

Time deposits with original maturity over three months
Cash and cash equivalents

Total current assets

Current liabilities

Other payables and accruals
Amount due to fellow subsidiaries
Amount due to a related company
Bank loan

Lease liabilities

Total current liabilities

Net current assets

Total assets less current liabilities

Non-current liabilities

Lease liabilities

Deferred income

Convertible redeemable preferred shares

Total non-current liabilities

Net liabilities
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As of December 31,

2019

2020

(RMB in thousands)

13,502 18,146
127,615 -
- 13,051

- 11,083
83,721 806,247
154,769 65,096
379,607 913,623
16,514 38,731
162,618 -
- 186

- 10,000

4,702 4,749
183,834 53,666
195,773 859,957
370,380 1,172,920
26,089 22,778
138 94
369,685 1,896,016
395,912 1,918,888
(25,532) (745,968)
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As of December 31, 2019 and 2020, we had net liabilities of RMB25.5 million and
RMB746.0 million, respectively. The increases were primarily attributable to the increases of
convertible redeemable preferred shares from RMB369.7 million as of December 31, 2019 to
RMB1,896.0 million as of December 31, 2020, resulting from our Pre-IPO Investments. Our
convertible redeemable preferred shares will convert into Shares upon Listing, at which time
we expect to record them as equity and, accordingly, turn into a net asset position.

Summary Consolidated Statements of Cash Flows

Year ended December 31,
2019 2020
(RMB in thousands)

Cash flows from operating activities before movement

in working capitals (84,425) (84,418)
Changes in working capital 29,213 (19,007)
Net cash used in operating activities (55,212) (103,425)
Net cash used in investing activities (104,990) (955,483)
Net cash generated from financing activities 302,886 973,687
Net increase/(decrease) in cash and cash equivalents 142,684 (85,221)
Cash and cash equivalents at beginning of the year 7,217 154,769
Effects of foreign exchange rate changes, net 4,868 (4,452)
Cash and cash equivalents at the end of the year/period 154,769 65,096

During the Track Record Period, we incurred negative cash flows from our operations.
Substantially all of our operating cash outflows have resulted from research and development
expenses and general and administrative expenses. During the Track Record Period, we
primarily funded our working capital requirement through equity financing. We monitor and
maintain a level of cash and cash equivalents deemed adequate to finance our operations and
mitigate the effects of fluctuations in cash flows. In view of our net current liabilities position
and net operating cash outflows throughout the Track Record Period, we plan to improve such
position by (i) rapidly advancing our late-stage pipeline products towards commercialization
to generate revenue from product sales. In particular, we expect to launch our three most
advanced, near-commercial-stage generics, namely, bimatoprost, epinastine HCI and
bimatoprost timolol, by 2022. We also target to launch our Core Product, CsA ophthalmic gel,
in 2023, which is expected to generate stable revenue from product sales; (ii) adopting
comprehensive measures to effectively control operating expenses; (iii) enhancing working
capital management efficiency; (iv) completing the Global Offering to obtain the proceeds; and
(v) seeking additional funding through public or private offerings, debt financing,
collaboration and licensing arrangements or other sources, if needed. Going forward, we
believe our liquidity requirements will be satisfied by using funds from a combination of our
bank balances and cash, bank borrowings and net proceeds from the Global Offering.
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Rule 13.46(2) of the Listing Rules requires an overseas issuer to send an annual report or
a summary financial report to its shareholders within four months after the end of the financial
year to which the report relates. As this prospectus already includes the financial information
of the Company for the year ended December 31, 2020, we will not separately prepare and send
an annual report to our shareholders for the year ended December 31, 2020, which will not be
in breach of the Articles of Associations, laws and regulations of the Cayman Islands or other
regulatory requirements. In addition, we will issue an announcement by April 30, 2021 stating
that we will not separately prepare and send an annual report to our shareholders for the year
ended December 31, 2020 as the relevant financial information has been included in this
prospectus. Further, save for the fact that Dr. Li serves as the chairman of the Board and the
CEO of the Company, we have complied with applicable code provisions of the Corporate
Governance Code as set out in Appendix 14 to the Listing Rules and the Model Code for
Securities Transactions by the Directors of Listed Issuers set out in Appendix 10 to the Listing
Rules. For details, see “Directors and Senior Management—Compliance with Corporate
Governance Code.”

KEY FINANCIAL RATIO

Our current ratio, which equals current assets divided by current liabilities, was 2.1 and
17.0 as of December 31, 2019 and 2020, respectively. For further details, see “Financial

Information—Key Financial Ratio.”

RECENT DEVELOPMENTS

In January 2021, we entered into a memorandum of understanding and a service
agreement with Singapore Eye Research Institute, or SERI, pursuant to which we and SERI
seek to establish a collaborative relationship in the area of ophthalmic research and
development. We and SERI intend to explore opportunities in using SERI’s preclinical models
for testing our compounds, conducting clinical trials at SERI together with our other sites in
the PRC, and potentially licensing in technology of SERI.

In February 2021, we entered into a license and supply agreement with NTC for an
exclusive license and distribution right of NTCO010. NTCOIO is a fixed combination of
levofloxacin, a quinolone antibiotic with a broad spectrum of action, at 0.5% concentration and
dexamethasone, a corticosteroid anti-inflammatory agent, at 0.1% concentration. We were
granted an exclusive license to distribute and sell NTCO10 in the PRC.

The Directors are of the opinion that, taking into account the financial resources available
to our Group, including cash and cash equivalents, internally generated funds and the estimated
net proceeds from the Listing, we have sufficient working capital to cover at least 125% of our
costs, including research and development expenses, business development and marketing
expenses, and administrative and operating costs, for at least the next 12 months from the date
of this prospectus. Our cash burn rate refers to our average monthly (i) net cash used in
operating activities, which includes research and development expenses, and (ii) capital
expenditures. Assuming an average cash burn rate going forward of 3.5 times the level in 2020,
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we estimate that our cash and cash equivalents as well as time deposits with maturity over three
months will be able to maintain our financial viability for 27.9 months, or, if we take into
account 10% of the estimated net proceeds from the Listing (namely, the portion allocated for
our working capital and other general corporate purposes), 34.8 months or, if we also take into
account the estimated net proceeds from the Listing, 96.8 months. We will continue to monitor
our cash flows from operations closely and expect to raise our next round of financing, if

needed, with a minimum buffer of 24 months.

Impact of the COVID-19 Outbreak

An outbreak of a respiratory disease COVID-19 was first reported in December 2019 and
continues to expand globally. In March 2020, the World Health Organization characterized the
COVID-19 outbreak as a pandemic. Significant rises in COVID-19 cases have been reported
since then, causing governments around the world to implement unprecedented measures such

as city lockdowns, travel restrictions, quarantines and business shutdowns.

We have not experienced any material disruption since the outbreak of the COVID-19
pandemic for our clinical activities, such as patient recruitment and clinical trials. Although the
COVID-19 outbreak has caused some delays in our ongoing clinical trials of TABO14 and
levobetaxolol HCI in China and clinical trials of our licensing partners in their respective
territories, the COVID-19 pandemic has not had a material impact on our overall clinical
activities and development timeline. As of the Latest Practicable Date, the outbreak of
COVID-19 had not caused any early termination of our clinical trials or necessitated removal
of any enrolled patients of our ongoing clinical trials. We have employed various measures to
mitigate any impact of the COVID-19 pandemic on our ongoing clinical trials and patient
participation, including contacting new clinical trial sites to support other clinical trial sites
that have experienced significant impact of the COVID-19 pandemic, offering personal
protection equipment to researchers, engaging in frequent communications with our CROs and
principal investigators to identify and address any issues that may arise, suggesting the
investigators to encourage enrolled patients to visit local qualified hospitals for follow-up
evaluations if necessary and arranging medicine delivery service. In addition, although we
have briefly experienced delays in the import of equipment and machinery in China in the first
half of 2020 due to the COVID-19 outbreak, our supply chain had not experienced material
disruptions and had largely recovered as of the Latest Practicable Date.

We have resumed normal and full operations since April 2020. As of the Latest
Practicable Date, we had no suspected or confirmed COVID-19 cases on our premises or
among our employees. To prevent any spread of COVID-19 in our offices and production
facilities, we have implemented preventive measures such as regularly sterilizing and
ventilating our offices and manufacturing facility, checking the body temperature of our
employees daily, keeping track of the travel history and health conditions of employees, and
providing face masks and disinfectant to employees attending our offices and facilities.
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Our Directors believe that, based on information available as of the Latest Practicable
Date, the outbreak of COVID-19 would not result in a material disruption to our business
operations or have any material impact on our clinical trial progress and expected IND/NDA
submission timeline, because (i) none of our offices are located in regions under lockdown; (ii)
our operations have not experienced any material disruption since the outbreak of the
COVID-19 pandemic; and (iii) most of our employees do not reside in regions under lockdown.

There are, however, still uncertainties with regard to the continued development of
COVID-19 and its implications, and we will continue to assess the situation and seek to put in
place relevant mitigating measures. We cannot guarantee that the outbreak of COVID-19 will
not further escalate or have a material adverse effect on our business operations. Please also
see “Risk Factors—Risks Relating to Our Industry, Business and Operations—Our operations
and business plans may be adversely affected by the COVID-19 pandemic.”

GLOBAL OFFERING STATISTICS

All statistics in the following table are based on the assumptions that (i) the Global
Offering has completed and 123,567,500 new Shares are issued pursuant to the Global
Offering; (ii) 535,155,500 Shares are issued and outstanding following the completion of the
Global Offering, assuming the Over-allotment Option is not exercised and without taking into
account the Shares to be issued upon the exercise of the options granted under the Pre-IPO
Share Option Scheme.

Based on an Based on an

Offer Price of  Offer Price of

HK$15.38 HK$16.80

HK$8,231 HK$8,991

Market capitalization of our Shares" million million
Unaudited pro forma adjusted consolidated net

tangible assets attributable to equity
shareholders of the Company per Share® HK$5.59 HK$5.90

Notes:

(1)  The calculation of the market capitalization is based on 535,155,500 Shares expected to be in issue
immediately upon completion of the Share Subdivision and the Global Offering, without taking into
account the Shares to be issued upon the exercise of the options granted under the Pre-IPO Share Option
Scheme.

(2)  The unaudited pro forma adjusted net tangible asset per Share as of December 31, 2020 is calculated

after making the adjustments referred to in Appendix II. For further details, please refer to the section
headed “Appendix II-—Unaudited Pro Forma Financial Information” in this prospectus.
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DIVIDENDS

We are a holding company incorporated in the BVI and continued in the Cayman Islands.
We had not declared or paid any dividends during the Track Record Period. We currently expect
to retain all future earnings for use in the operation and expansion of our business and do not
anticipate paying cash dividends in the foreseeable future. The declaration and payment of any
dividends in the future will be determined by our Board of Directors, in its discretion, and will
depend on a number of factors, including our earnings, capital requirements, overall financial
condition and contractual restrictions. As advised by our Cayman Islands Legal Advisor, under
the Cayman Companies Act, a Cayman Islands company may (subject to its memorandum and
articles of association) pay a dividend either out of profits, retained earnings or share premium
account, provided that this would not result in the company being unable to pay its debts as
they fall due in the ordinary course of business. If we pay dividends in the future, in order for
us to distribute dividends to our shareholders, we will rely to some extent on any dividends
distributed by our PRC subsidiary, Zhaoke Guangzhou. Any dividend distributions from our
PRC subsidiary to us will be subject to PRC withholding tax. In addition, regulations in the
PRC currently permit payment of dividends of a PRC company only out of accumulated
distributable after-tax profits as determined in accordance with its articles of association and
the accounting standards and regulations in China. As advised by our PRC Legal Advisors,
according to the relevant PRC laws, any future after-tax profits that we make will have to be
first applied to make up for our historically accumulated losses, after which we will be obliged
to allocate 10% of our net profit to our statutory common reserve fund until such fund has
reached more than 50% of our registered capital. After we draw statutory common reserve from
the after-tax profits, we may, upon a resolution made by the shareholders’ assembly, draw a
discretionary common reserve from the after-tax profits. We will therefore only be able to
declare dividends after (i) all our historically accumulated losses have been made up for; and
(ii) we have allocated sufficient net profit to our common reserve fund as described above. In
the future, we may rely to some extent on dividends and other distributions on equity from our
PRC subsidiary to fund offshore cash and financing requirements.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that we will receive net proceeds of approximately HK$1,857.8 million after
deducting the underwriting fees and expenses payable by us in the Global Offering, assuming
no exercise of the Over-allotment Option and assuming an Offer Price of HK$16.09 per Offer
Share, being the mid-point of the indicative Offer Price range of HK$15.38 to HK$16.80 per
Offer Share in this prospectus. We intend to use the net proceeds from the Global Offering for
the following purposes:

. Approximately HK$594.5 million (representing 32.0% of the net proceeds) will be
used for the clinical development and commercialization of our Core Products.
Specifically, approximately HK$421.7 million (representing 22.7% of the net
proceeds) will be allocated to CsA, and approximately HK$172.8 million
(representing 9.3% of the net proceeds) will be allocated to ZKY0O0I;
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. Approximately HK$854.6 million (representing 46.0% of the net proceeds) will be
used to fund the continuing research and development activities as well as
commercialization of the other drug candidates in our pipeline;

. Approximately HK$130.0 million (representing 7.0% of the net proceeds) will be
used to carry out the production line expansion of our Nansha manufacturing facility
in anticipation of our product launches in the coming years;

. Approximately HK$92.9 million (representing 5.0% of the net proceeds) will be
used to fund our business development activities and the expansion of drug pipeline;
and

. Approximately HK$185.8 million (representing 10.0% of the net proceeds) will be
used for working capital and other general corporate purposes.

See “Future Plans and Use of Proceeds” for details.
RISK FACTORS

We believe there are certain risks and uncertainties involved in investing in our Shares,
some of which are beyond our control. These risks are set out in “Risk Factors” in this
prospectus. Some of the major risks we face include:

. We have incurred significant operating losses since our inception, and anticipate that
we will continue to incur operating losses for the foreseeable future and may never
become profitable. As a result, you may lose substantially all of your investment in
us given the high risks involved in our business.

. Our rights to develop and commercialize our drug candidates are subject, in part, to
the terms and conditions of licenses granted to us by licensing partners.

. Our business and financial prospects depend substantially on the success of our drug
candidates, all of which are in preclinical or clinical development. If we are unable
to successfully develop and commercialize our drug candidates, or experience
significant delays in doing any of the foregoing, our business may be materially
harmed.

. We rely on third parties to conduct our preclinical studies and clinical trials and we
must work effectively with collaborators to develop our drug candidates. If these
third parties do not successfully carry out their contractual duties or meet expected
deadlines, we may not be able to obtain regulatory approval for or commercialize
our drug candidates and our business could be substantially harmed.
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. We may incur additional costs or experience delays in completing, or may ultimately
be unable to complete, the development and commercialization of our drug
candidates.

. We may be unable to obtain, or experience delays in obtaining, required regulatory
approvals for our drug candidates in our target markets.

. We have limited experience in launching and marketing drug candidates, and we
may not be able to successfully create or increase market awareness of our products
or sell our products, which will materially affect our ability to generate product sales
revenue.

LISTING EXPENSES

Listing expenses to be borne by us are estimated to be approximately RMB109.7 million
(including underwriting commission, assuming an Offer Price of HK$16.09 per Share, being
the mid-point of the indicative Offer Price range of HK$15.38 to HK$16.80 per Share),
assuming no Shares are issued pursuant to the Over-allotment Option. No such expenses were
recognized and charged to our consolidated statements of profit or loss for the years ended
December 31, 2019. In 2020, the listing expenses charged to profit or loss were RMB10.6
million (approximately HK$12.6 million) and the issue costs capitalized to deferred issue costs
were RMB2.6 million (approximately HKS$3.1 million). After December 31, 2020,
approximately RMB21.9 million is expected to be charged to our consolidated statements of
profit or loss, and approximately RMB74.6 million is expected to be accounted for as a
deduction from equity upon the Listing. The listing expenses above are the latest practicable
estimate for reference only, and the actual amount may differ from this estimate. The estimated
listing expenses will account for approximately 6.6% of the gross proceeds of the Global
Offering (assuming an Offer Price of HK$16.09 per Share, being the mid-point of the
indicative Offer Price range of HK$15.38 to HK$16.80 per Share and the Over-allotment
Option is not exercised).

NO MATERIAL ADVERSE CHANGE

Save for the subsequent events as described in Note 30 to the Accountants’ Report in
Appendix I to this prospectus, our Directors confirm that, up to the date of this prospectus,
there has been no material adverse change in our financial or trading position since December
31, 2020 (being the date on which the latest audited consolidated financial information of our
Group was prepared) and there is no event since December 31, 2020 which would materially
affect the information shown in our consolidated financial information included in the
Accountants’ Report in Appendix I to this prospectus.
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DEFINITIONS AND ACRONYMS

In this prospectus, unless the context otherwise requires, the following terms shall
have the meanings set out below. Certain other terms are explained in the section
headed “Glossary of Technical Terms” in this prospectus.

DEFINITIONS

“Accountants’ Report”

“Application Form(s)”

“Articles of Association” or
“Articles” or “Memorandum
of Association” or

“Memorandum”

“associate(s)”

“Assured Entitlement”

“Available Reserved Share(s)”

“Beneficial Lee’s Pharm
Shareholder(s)”

the accountant’s report of our Group for the two financial
years ended December 31, 2020 from KPMG, the text of
which is set out in Appendix I to this prospectus

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s), or where the
context so requires, any of them, relating to the Hong
Kong Public Offering and BLUE Application Form(s) in
relation to the Preferential Offering

memorandum of association and articles of association of
our Company conditionally adopted on April 1, 2021 and
effective on the Listing Date, as amended from time to
time, a summary of which is set out in “Appendix
[II—Summary of the Constitution of Our Company and
Cayman Companies Act” to this prospectus

has the meaning ascribed to it under the Listing Rules

the entitlement to the Qualifying Lee’s Pharm
Shareholders to apply for the Reserved Shares on an
assured basis pursuant to the Preferential Offering
determined on the basis of their respective shareholdings
in Lee’s Pharm on the Record Date

has the meaning ascribed to it in the section headed
“Structure of the Global Offering—The Preferential
Offering—Basis of Allocation for Applications for

Reserved Shares” in this prospectus

any beneficial owner(s) of share of Lee’s Pharm whose
shares of Lee’s Pharm are registered, as shown in the
register of members of Lee’s Pharm, in the name of a

registered shareholder of Lee’s Pharm on the Record Date
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“BLUE Application Form(s)”

“Board” or “Board of Directors”

“Business Day”

“Cayman Companies Act” or
“Companies Act”

>

“Cayman Islands Legal Advisor’

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or the “PRC”

“CIC”

“CIC Report”

“close associate(s)”

the application form(s) to be sent to the Qualifying Lee’s
Pharm Shareholders for the subscription of the Reserved
Shares pursuant to the Preferential Offering

the board of directors of our Company

a day on which banks in Hong Kong are generally open
for normal banking business to the public and which is
not a Saturday, Sunday or public holiday in Hong Kong

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

Walkers (Hong Kong)

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

a person admitted to participate in CCASS as a custodian
participant

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

or a corporation

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

the People’s Republic of China, excluding, for the
of this
reference only and except where the context requires

purposes prospectus and for geographical
otherwise, Hong Kong, the Macau Special Administrative

Region of the PRC and Taiwan
China Insights Industry Consultancy Limited, a market
research and consulting company and an Independent

Third Party

an independent market research report commissioned by
us and prepared by CIC for the purpose of this prospectus

has the meaning ascribed thereto under the Listing Rules
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DEFINITIONS AND ACRONYMS

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”

“connected person(s)”

“connected transaction”

“Core Product(s)”

“COVID-19”

“Director(s)”

“Dr. Li”

>

“Extreme Conditions’

“Global Offering”

“Greater China”

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

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

Zhaoke Ophthalmology Limited (JEFHIRBHAFRZAF])
(previously known as China Ophthalmology Focus
Limited), a company incorporated in the British Virgin
Islands on January 20, 2017 with limited liability and
continued in the Cayman Islands on April 29, 2020 as an

exempted company with limited liability
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed to it in Chapter 18A of the
Listing Rules; for the purposes of this prospectus, our
Core Products refer to CsA ophthalmic gel and ZKY001

an infectious disease caused by the severe acute
respiratory syndrome coronavirus 2, first reported in
December 2019

the directors of our Company, including all executive,
non-executive and independent non-executive directors

Dr. Li Xiaoyi, the chairman of the Board and the CEO of
our Company

any extreme conditions or events, the occurrence of
which will cause interruption to the ordinary course of
business operations in Hong Kong and/or that may affect
the Listing Date

the Hong Kong Public Offering and the International
Offering

the PRC, Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan
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DEFINITIONS AND ACRONYMS

“GREEN Application Form(s)”

“Groupn

“HK$”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong Offer Shares”

’

“Hong Kong Public Offering’

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

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

our Company and all of its subsidiaries or, where the
context so requires, in respect of the period before our
Company became the holding company of its present
subsidiaries, the businesses operated by such subsidiaries
or their predecessors (as the case may be)

Hong Kong dollars, the lawful currency of Hong Kong

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

HKSCC Nominees Limited, a wholly owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

the 12,357,000 new Shares being initially offered by our
Company for subscription at the Offer Price pursuant to
the Hong Kong Public Offering (subject to reallocation as
described in the section headed “Structure of the Global

Offering” in this prospectus)

the offer for subscription of the Hong Kong Offer Shares
to the public in Hong Kong at the Offer Price, subject to
and in accordance with the terms and conditions set out in

this prospectus and the Application Forms
Computershare Hong Kong Investor Services Limited
the underwriters of the Hong Kong Public Offering
whose names are set out in the section headed

“Underwriting—Hong Kong Underwriters” in this
prospectus
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DEFINITIONS AND ACRONYMS

“Hong Kong Underwriting

Agreement”

“IACT ”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

the underwriting agreement dated April 15, 2021 relating
to the Hong Kong Public Offering entered into by, among
other parties, our Company, the Major Shareholders, the
Joint Sponsors, the Joint Representatives and the Hong
Kong Underwriters

IACTA  Pharmaceuticals, Inc., an ophthalmic
pharmaceutical company incorporated under the laws of
Delaware of the United States in 2016 and one of our

licensing partners

party or parties that, to the best of our Directors’
knowledge, information and belief, having made all
reasonable enquiries, is or are not a connected person or
connected persons of the Company within the meaning of
the Listing Rules

the 111,210,500 Shares being offered for subscription
under the International Offering (including, for the
avoidance of doubt, 6,178,000 Reserved Shares for the
Preferential Offering), together, where relevant, with any
additional Shares which may be issued pursuant to the
exercise of the Over-allotment Option, subject to
reallocation as described in the section headed “Structure
of the Global Offering” in this prospectus

the offer for subscription of the International Offer
Shares at the Offer Price in the United States to QIBs
only in reliance on Rule 144A and outside the United
States in offshore transactions in accordance with
Regulation S or any other available exemption from
registration under the U.S. Securities Act, as further
described in the section headed “Structure of the Global
Offering” in this prospectus (for the avoidance of doubt,
of the International Offer Shares initially being offered
under the International Offering, the Reserved Shares are
made available for subscription by the Qualifying Lee’s
Pharm Shareholders under the Preferential Offering)

the international underwriters expected to enter into the

International Underwriting Agreement relating to the

International Offering
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DEFINITIONS AND ACRONYMS

“International Underwriting

Agreement”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Representatives”

“Joint Sponsors”

“Kato Pharmaceuticals”

“Latest Practicable Date”

“Lee’s Pharm”

“Lee’s Pharm Group”

“Lee’s Pharm Guangzhou”

the international underwriting agreement relating to the
International Offering to be entered into by, among other
parties, our Company, the Joint Sponsors, the Joint
Representatives and the International Underwriters on or
about the Price Determination Date

the joint bookrunners as named in “Directors and Parties
Involved in the Global Offering” of this prospectus

the joint global coordinators as named in “Directors and
Parties Involved in the Global Offering” of this
prospectus

the joint lead managers as named in “Directors and
Parties Involved in the Global Offering” of this
prospectus

Goldman Sachs (Asia) L.L.C. and Jefferies Hong Kong
Limited

Goldman Sachs (Asia) L.L.C. and Jefferies Hong Kong
Limited

Kato Pharmaceuticals, Inc., a biopharmaceutical
company incorporated under the laws of Delaware of the

United States in 2011 and one of our licensing partners

April 9, 2021, being the latest practicable date for the
purpose of ascertaining certain information contained in
this prospectus prior to its publication

Lee’s Pharmaceutical Holdings Limited (2= PG R 2 i 22 i
A RR/AH]), an exempted company incorporated in the
Cayman Islands with limited liability whose shares are
listed on the Main Board of the Stock Exchange (stock
code: 950)

Lee’s Pharm and all of its subsidiaries
Zhaoke Pharmaceutical (Guangzhou) Limited (JEF}2E2E
(EM)ABRZ ), a limited liability company established

in the PRC on March 3, 2011 and a subsidiary of Lee’s
Pharm

— 33 _



DEFINITIONS AND ACRONYMS

“Lee’s Pharm (HK)”

“Lee’s Pharm Hefei”

“Lee’s Pharm International”

“Lee’s Pharm Share(s)”

“Lee’s Pharm Shareholders”

“License Agreement”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

Lee’s Pharmaceutical (HK) Limited, a limited liability
company incorporated in Hong Kong on December 28,
1993 and a subsidiary of Lee’s Pharm

Zhaoke Pharmaceutical (Hefei) Company Limited (JKF}
IEHBIE)AHR/AF]), previously known as Hefei
Siu-Fung USTC Pharmaceutical Company Limited * (&
AEJKIERL K 3 AHBR/A ), a limited liability company
established in the PRC on February 7, 1994 and a

subsidiary of Lee’s Pharm

Lee’s Pharmaceutical International Limited, a limited
liability company incorporated in the BVI on August 1,
2001 and a subsidiary of Lee’s Pharm

ordinary shares in the share capital of Lee’s Pharm which
are listed on the Stock Exchange

holders of Lee’s Pharm Shares

the license agreement entered into by our Company and
Zhaoke Guangzhou, as licensors, and Lee’s Pharm
International and Lee’s Pharm Guangzhou, as licensees,
on October 2, 2020, pursuant to which we agreed to grant
exclusive license rights to the licensees to promote and
commercialize the adapalene/clindamycin hydrochloride
compound gel in the PRC, Hong Kong, Macau and
Taiwan

the listing of our Shares on the Main Board

the listing committee of the Hong Kong Stock Exchange
the date, expected to be on or about April 29, 2021, on
which dealings in our Shares first commence on the Main
Board

the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited, as amended or
supplemented from time to time
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DEFINITIONS AND ACRONYMS

“M&A Rules”

“Main Board”

“Major Shareholders”

“Master CRO Service

Agreement”

“Nevakar”

“Non-Qualifying Lee’s Pharm
Shareholder(s)”

“NTC”

Regulations on Mergers and Acquisitions of Domestic
Companies by Foreign Investors ( BN & & iF i
FRNAZERMHEIE) ), which were jointly promulgated by
MOFCOM, the State Assets Supervision and
Administration Commission, the STA, the State
Administration of Industry and Commerce (H#EA R
BB K T RaATBUE AR JR)), the China  Securities
Regulatory Commission (4 #8757 E B ZE B ) and
the SAFE on August 8, 2006 and came into effect on
September 8, 2006 and subsequently amended on June
22, 2009, as amended, supplemented or otherwise
modified from time to time

the stock exchange (excluding the option market)
operated by the Stock Exchange which is independent
from and operated in parallel with the Growth Enterprise
Market of the Stock Exchange. For the avoidance of
doubt, the Main Board excludes the Growth Enterprise
Market of the Stock Exchange

Lee’s Pharm and Lee’s Pharm International

the master CRO service agreement entered into between
Zhaoke Guangzhou and Lee’s Pharm Hefei on April 1,
2021, pursuant to which our Group agreed to engage Lee’
Pharm Hefei as a CRO service provider to provide
relevant CRO services for developing our CsA
ophthalmic gel, ZKY001 and levobetaxolol HCI

Nevakar, Inc., a pharmaceutical company incorporated
under the laws of Delaware of the United States in 2015

and one of our licensing partners

Lee’s Pharm Shareholder(s) whose name(s) appeared in
the register of members of Lee’s Pharm on the Record
Date and whose address(es) as shown in such register are
in any of the Specified Territories or Beneficial Lee’s
Pharm Shareholder(s) at that time who are otherwise
known by Lee’s Pharm to be resident in any of the
Specified Territories

NTC S.r.l, a pharmaceutical company incorporated under
the laws of Italy and one of our licensing partners
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DEFINITIONS AND ACRONYMS

“Offer Price”

“Offer Shares”

“Over-allotment Option”

“PanOptica”

“Post-IPO Share Option Scheme”

“Practice Note 15”

“Pre-IPO Investment(s)”

the final offer price per Offer Share (exclusive of
brokerage fee of 1.0%, SFC transaction levy of 0.0027%
and Stock Exchange trading fee of 0.005%) of not more
than HK$16.80 and expected to be not less than
HK$15.38, such price to be agreed upon by our Company
and the Joint Representatives (on behalf of the

Underwriters) on or before the Price Determination Date

the Hong Kong Offer Shares and the International Offer
Shares (including, for the avoidance of doubt, the
Reserved Shares) together with, where relevant, any
additional Shares which may be issued by our Company
pursuant to the exercise of the Over-allotment Option

the option to be granted by us to the International
Underwriters exercisable by the Joint Representatives
(for themselves and on behalf of the other International
Underwriters) pursuant to which we may be required to
allot and issue up to an aggregate of 18,535,000
additional Shares (representing approximately 15% of
our Shares initially being offered under the Global
Offering) to cover over-allocations in the International
Offering, details of which are described in “Structure of
the Global Offering—Over-allotment Option” in this
prospectus

PanOptica, Inc., a biopharmaceutical company
incorporated under the laws of Delaware of the United
States in 2009 and one of our licensing partners

the post-IPO share option scheme adopted by our
Company on April 1, 2021, effective from the Listing
Date, as amended from time to time, the principal terms
of which are set out in “Appendix IV—Statutory and
General Information—D. Share Option Schemes—2.
Post-TPO Share Option Scheme” to this prospectus

the Practice Note 15 of the Listing Rules
the pre-IPO investment(s) in our Company, details of
which are set out in the section headed “History,

Development and  Corporate  Structure—Pre-IPO
Investments”
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DEFINITIONS AND ACRONYMS

“Pre-1PO Investor(s)”

“Pre-IPO Share Option Scheme”

“Preferential Offering”

“Preferred Shares”

“Price Determination Agreement

“Price Determination Date”

“Qualifying Lee’s Pharm

Shareholder(s)”

“Record Date”

’

the investors of Pre-IPO Investments

the pre-IPO share option scheme adopted by our
Company on November 17, 2020, the principal terms of
which are set out in “Appendix IV—Statutory and
General Information—D. Share Option Schemes—1. Pre-
IPO Share Option Scheme” to this prospectus

the preferential offering to the Qualifying Lee’s Pharm
Shareholders of 6,178,000 Shares (representing
approximately 5% of the Offer Shares initially being
offered under the Global Offering) as an Assured
Entitlement out of the International Offer Shares being
offered under the International Offering at the Offer
Price, on and subject to the terms and conditions set out
in this prospectus and in the BLUE Application Form, as
further described in the section headed “Structure of the
Global Offering—The Preferential Offering” in this
prospectus

the Series A Preferred Shares and the Series B Preferred
Shares

the agreement to be entered into between our Company
and the Joint Representatives (for themselves and on
behalf of the Underwriters) on the Price Determination
Date to record and fix the Offer Price

the date, expected to be on or about April 21, 2021 on
which the Offer Price is to be fixed by agreement
between us and the Joint Representatives (on behalf of
the Underwriters)

Lee’s Pharm Shareholder(s), whose name(s) appeared on
the register of members of Lee’s Pharm on the Record
Date, excluding the Non-Qualifying Lee’s Pharm
Shareholders

April 9, 2021, being the record date for determining the
Assured Entitlement to the Qualifying Lee’s Pharm
Shareholders to the Reserved Shares
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DEFINITIONS AND ACRONYMS

“RegeneRx”

“Regulation S”

“Renminbi” or “RMB”

“Reserved Share(s)”

“Retained Lee’s Pharm Group”

“Rule 144A”

“SAFE Circular 37”

“Series A Investors”

“Series A Preferred Shares”

RegeneRx Biopharmaceuticals, Inc., a biopharmaceutical
company incorporated under the laws of Delaware of the
United States in 1982, one of our licensing partners
whose shares are traded over-the-counter on the OTCQB
market (trading symbol: RGRX)

Regulation S under the U.S. Securities Act
the lawful currency of the PRC

the 6,178,000 Shares being offered by our Company
pursuant to the Preferential Offering at the Offer Price to
the Qualifying Lee’s Pharm Shareholders as the Assured
Entitlement, which are to be allocated out of the
International Offer Shares as described in the section
headed “Structure of the Global Offering” in this
prospectus

Lee’s Pharm and its subsidiaries, for the avoidance of
doubt, excluding our Group

Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange Circular on
Relevant Issues Concerning Foreign Exchange Control
on Domestic Residents’ Offshore Investment and
Financing and Roundtrip Investment through Special
Purpose Vehicles ( <[ ZZ 51 5 34 ) B A S5 74 i RS 20 24t
FERR 22 RSNl bR P 5 A HE A BT B )
AR )

holder(s) of the Series A Preferred Shares, including
Coyote Investment Pte. Ltd., Panacea Venture Healthcare
Fund I, L.P.,, Smart Rocket Limited and Vertex Profit
International Limited

the convertible series A preferred shares with a par value
of US$0.0001 each of our Company allotted and issued to
the Series A Investors, or the series A preferred shares
with a par value of US$0.00000025 each held by the
Series A Investors in the authorized share capital of the
Company following the Share Subdivision, details of
which are described in “History, Development and
Corporate Structure—Pre-IPO Investments—Series A
Financing”
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DEFINITIONS AND ACRONYMS

“Series B Investors”

“Series B Preferred Shares’

“Share(s)”

“Share Option Schemes”

“Share Subdivision”

“Shareholder(s)”

“Sinqi”

]

holder(s) of the Series B Preferred Shares, including TPG
Asia VII SF Pte. Ltd., COFL Holdings Limited,
Innovative Team Holdings Limited, OrbiMed Partners
Master Fund Limited, OrbiMed Genesis Master Fund,
L.P., OrbiMed New Horizons Master Fund, L.P., AIER
EYE INTERNATIONAL (HONG KONG) LIMITED,
Panacea Venture Healthcare Fund I, L.P., Coyote
Investment Pte. Ltd., Bio Success Investments Limited,
Neoma Holding Ltd., Lee’s Healthcare Industry Fund
L.P., Sage Partners Master Fund, R&D Business Partner
Limited and POLY PLATINUM ENTERPRISES
LIMITED

the convertible series B preferred shares with a par value
of US$0.0001 each of our Company allotted and issued to
Series B Investors, or the series B preferred shares with
a par value of US 0.00000025 each held by the Series B
Investors in the authorized share capital of the Company
following the Share Subdivision, details of which are
described in “History, Development and Corporate
Structure—Pre-IPO Investments—Series B Financing”

ordinary shares in the share capital of our Company of
US$0.00000025 each following the Share Subdivision

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

the subdivision of each share in the Company’s issued
and unissued share capital with par value of US$0.0001
each into 400 Shares of the corresponding class with
US$0.00000025 each on April 1, 2021, the details of
which are set out in “History, Development and
Corporate Structure—Share Subdivision and Share
Conversion”

holder(s) of our Share(s)
Shenyang Sinqi Ophthalmic Medications Holdings Co.,
Ltd. (&PEURRIREER AR A FRAF]), a PRC company

listed on the ChiNext market of Shenzhen Stock
Exchange (stock code: 300573)
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DEFINITIONS AND ACRONYMS

“Sophisticated Investor(s)”

“Specified Territories”

“Spin-off”

“Stabilizing Manager”

“State Council”

29

“Stock Borrowing Agreements

“Stock Exchange”

“subsidiary(ies)”

“Substantial Shareholder(s)”

has the meaning ascribed to it under the Guidance Letter
HKEX-GL92-18 issued by the Stock Exchange

the PRC (except for any Lee’s Pharm Shareholders with
an address in the PRC who is a qualified domestic
institutional investor who satisfies the relevant PRC
regulatory requirements to the satisfaction of Lee’s
Pharm) and such territory or territories which the
Company and its directors consider it necessary or
expedient to exclude from the Preferential Offering on
account of the legal restrictions under the laws of the
relevant jurisdiction or the requirements of the relevant
regulatory body or stock exchange in that jurisdiction

the separate listing of our Shares on the Main Board,
which is expected to be effected by way of the Global
Offering, including the Preferential Offering

Goldman Sachs (Asia) L.L.C.
the State Council of the PRC (3 A F LA B B 75 e )

the agreements expected to be entered into on or around
the Price Determination Date between the Stabilizing
Manager or its affiliates and Lee’s Pharm International
and Wealthy Chance, respectively, pursuant to which the
Stabilizing Manager may, on its own or through its
affiliates, request Lee’s Pharm International and Wealthy
Chance to make available to the Stabilizing Manager or
its affiliates up to a total of 18,535,000 Shares to cover
over-allocations in the International Offering

The Stock Exchange of Hong Kong Limited, a wholly
owned subsidiary of Hong Kong Exchanges and Clearing

Limited

has the meaning ascribed to it in section 15 of the
Companies Ordinance

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS AND ACRONYMS

“TOT BIOPHARM”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“U.S. persons”

“U.S. Securities Act”

“Wealthy Chance”

“WHITE Application Form(s)”

“White Form eIPO”

“White Form eIPO Service
Provider”

“YELLOW Application Form(s)”

TOT BIOPHARM International Company Limited
CRIEZEZER AR/ T, formerly known as TOT
BIOPHARM International Company Limited (5[ %
BB ANAR/AT), a  limited liability company
established under the laws of Hong Kong in 2009 and one
of our licensing partners, whose shares are listed on the
Stock Exchange (stock code: 1875)

the two years ended December 31, 2020

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

U.S. persons as defined in Regulation S
United States Securities Act of 1933, as amended

Wealthy Chance Fortune Ltd., a limited liability company
incorporated in the BVI on July 20, 2018 and a
Shareholder of our Company

the application form(s) for use by the public who
require(s) such Hong Kong Offer Shares to be issued in
the applicant’s own name

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

Computershare Hong Kong Investor Services Limited

the application form(s) for use by the public who
require(s) such Hong Kong Offer Shares to be deposited
directly into CCASS
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DEFINITIONS AND ACRONYMS

“Zhaoke Guangzhou”

“Zhaoke HK”

ACRONYMS

“ASEAN”

“BVI”

“CAGR”

“CCASS”

“CDE”

“CEO”

“CFDA”

“EIT Law”

“EMA”

“EMEA”

“EU”

“FDA”

“GEM”

Zhaoke (Guangzhou) Ophthalmology Pharmaceutical
Co., Ltd. CERHEINDIRBIEYHIRAF]), a limited
liability company established in the PRC on June 16,
2016 and an indirect wholly owned subsidiary of our
Company

Zhaoke (Hong Kong) Ophthalmology Pharmaceutical
Limited (JERIE ) IRBIEEY ARAF]), a  limited

liability company incorporated in Hong Kong on July 24,
2017 and a wholly owned subsidiary of our Company

the Association of Southeast Asian Nations
the British Virgin Islands
compound annual growth rate

the Central Clearing and Settlement System established
and operated by HKSCC

the Center for Drug Evaluation of NMPA ([ 5 8& i, B &
B R 2E S #E R0, a division of the NMPA mainly
responsible for review and approval of IND and NDA

chief executive officer

the China Food and Drug Administration (%% 8 5h2 5
EEE BARR)

the PRC Enterprise Income Tax Law ( {913 A R ALA1E
EFTFBIIL) ), as enacted by the NPC on March 16,
2007 and effective on January 1, 2008, as amended,
supplemented or otherwise modified from time to time
European Medicines Agency

European Medicines Evaluation Agency

European Union

the United States Food and Drug Administration

GEM of the Stock Exchange
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DEFINITIONS AND ACRONYMS

“HKFRS”

“MOFCOM”

“NDRC”

“NHSA”

“NMPA”

“NPC”

“NRDL”

“PCT”

“PRDL(s)”

“QIB”

“SAFE”

“SAMR”

“SERI”

“SFC”

Hong Kong Financial Reporting Standards

the Ministry of Commerce of the PRC (3£ A &A1
P B 1)

the National Development and Reform Commission ('

He N R RN R [ 52 88 N DR % B

the National Healthcare Security Administration of the

PRC (B BRI )

the National Medical Products Administration (%2 j
EAAEM)S), and includes, where appropriate, its
predecessor(s) the CFDA, the State Food and Drug
Administration (BZ & i %5 BB 5) and the State
Drug Administration (%845 B BHE #R)), or SDA

the National People’s Congress of the PRC (HF#E A\ &%
I 2 N RACR K8

-

the National Reimbursement Drug List (2% % {* 845 H
23

the Patent Cooperation Treaty

the provincial Reimbursement Drug List (% 8K 5 {R2E 5
H #%)

qualified institutional buyer within the meaning of Rule
144A

the State Administration of Foreign Exchange of the PRC
(R AN RN B [ S 41 HE A L) )

the State Administration for Market Regulation of the
PRC  (h# A\ RIMBBEF IS EEEMMS),  the
successor of the State Administration of Industry and
Commerce of the PRC (H 3£ A R3] [ 5 T ps 47 B4
LA

Singapore Eye Research Institute

the Securities and Futures Commission of Hong Kong
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DEFINITIONS AND ACRONYMS

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

“STA” the State Taxation Administration of the PRC (F# AR
N2 [ Al 25 ) )

For the purpose of this prospectus, references to “provinces” of China include provinces,
municipalities under direct administration of the central government and provincial-level
autonomous regions. References to “we” are to our Company or our Group, as the context may

require. “%” refers to per cent.

For ease of reference, the names of the PRC laws and regulations, governmental
authorities, institutions, natural persons or other entities (including certain of our
subsidiaries) have been included in the prospectus in both the Chinese and English languages.
In the event of any inconsistency, the Chinese versions shall prevail. The English translation
of company or entity names in Chinese or another language which are marked with “*” is for
identification purpose only.
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GLOSSARY OF TECHNICAL TERMS

industry definitions.

This glossary contains definitions of certain terms used in this prospectus in
connection with us and our business. Some of these may not correspond to standard

“B blocker”

“abbreviated NDA” or “ANDA”

“AE”

“angiogenesis”

“anticholinergic”

“antihistamine”

“API”

“apoptosis”

“aqueous humor”

“atropine”

“BCVA”

any of a class of drugs that decrease the rate and force of
heart contractions and lower high blood pressure by
blocking the activity of beta-receptors in the nervous

system

abbreviated new drug application, an application for a

generic drug to an approved drug in China

adverse event, any untoward medical occurrence in a
patient or clinical trial subject associated with the use of
a drug or other therapy

the formation of new blood vessels

a group of substances that block the action of
acetylcholine, a kind of neurotransmitter, in the nervous

system

a synthetic drug that suppresses the activity of histamine,
a substance present in tissues as a mediator of allergic
reactions

active pharmaceutical ingredient, the substance in a
pharmaceutical drug that is biologically active

programmed cell death, a process that removes cells
during development, eliminates potentially cancerous and

virus-infected cells, and maintains balance in the body

a transparent watery fluid that fills both the anterior and

posterior chambers of the eye
atropine or atropine sulfate, a medication used to treat
certain types of nerve agent poisonings and certain types

of slow heart rates

best-corrected visual activity, a measurement for vision
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GLOSSARY OF TECHNICAL TERMS

“BLAH

“bioavailability”

“biosimilar”

“B QLN

“breakup time” or “BUT”

“BRVO”

“calcineurin inhibitor”

“cataract”

“central subfield thickness” or

“CST”

“CFS Score”

“cGMP”

“chemokines”

“choriocapillaris”

biologics license application, a request for permission to
introduce, or deliver for introduction, a biologic product
into interstate commerce pursuant to relevant U.S. laws

the fraction of an administered dose of drug that reaches
the systemic circulation, which is one of the principal
pharmacokinetic properties of drugs

a drug which is designed to have the same amino acid
sequence and the equivalent (but not identical or
clinically better) active properties as compared to, and
which is not necessarily clinically interchangeable with,
the reference drug

below the qualification  limit, concentration
measurements which are too small for specific values to

be assigned

the time taken to appear first dry spot on cornea after a
complete blinking on the tear film

branch retinal vein occlusion, a blockage of one or more
branches of the central retinal vein, which runs through
the optic nerve

a drug that inhibit the action of calcineurin, an enzyme
that activates T-cells of the immune system, and are used

to treat inflammatory skin conditions

a dense, cloudy area that forms in the lens of the eye
which leads to vision loss

the average thickness of the macula in the central

corneal fluorescein staining score, a valuable clinical tool
to assess the viability of the epithelium

current good manufacturing practice

a family of small cytokines, or signaling proteins secreted
by cells

a layer of capillaries that is immediately adjacent to
Bruch’s membrane in the choroid
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“CMC”

“CMO”

“CMT”

“collagen”

“conjunctivitis”

“cornea”

“corneal epithelial defect” or
“CED”

“corneal fluorescein staining”

“corticosteroids”

“CRO”

“CRVO”

chemistry, manufacturing and controls, a process which
mainly includes defining a drug product’s characteristics,
formulation development and product testing to ensure
that the product is safe, effective and consistent between
batches

contract manufacturing organization, a company that
serves other companies in the pharmaceutical industry on
a contract basis to provide comprehensive services from
drug development through drug manufacturing

central macular thickness

a family of proteins that are the primary structural
component of connective tissues, such as skin and
cartilage

a disease characterized by the inflammation of the
conjunctiva, the membrane which lines the inner surface
of the eyelids and covers the surface of the eyeball

the transparent part of the coat of the eyeball that covers
the iris and pupil and admits light to the interior

the partial or complete loss of the epithelial cells in the
cornea. Minor corneal epithelial defects to the eye are
self-recoverable and do not need medical treatment. For
purpose of this prospectus, corneal epithelial defects
refer to persistent corneal epithelial defects that require
medical treatment

a test that detects damage to the corneal surface. By
applying fluorescein, a type of orange dye, to the ocular
surface, the damaged part of cornea will be stained

class of steroid hormones drug that lowers inflammation
in the body and reduces immune system activity

contract research organization, a company that provides
support to pharmaceutical companies by providing a
range of professional research services on a contract

basis

central retinal vein occlusion
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“CSA”

“cyclosporine”

“cytokines”

“D”

“diabetic macular edema” or
“DME”

“diagnosis rate”

“DLT”

“double-masked”

“drug residence time”

“dry eye disease” or “DED”

“edema”

“emulsion”

“ergosterol”

a selective immuno-suppressant that inhibits calcineurin,

an activator of T cells

a drug that suppresses the immune system and is used
especially to prevent rejection of transplanted organs

small secreted proteins released by cells that have a
specific effect on the interactions and communications
between cells

the degree of myopia

a complication of diabetes that causes damage to the
macula

ratio of the number of patients receiving diagnosis and
being confirmed cases relative to the total number of
patients having the disease regardless receiving diagnosis
or not

dose-limiting toxicity, a specified quantity of a
therapeutic agent, such as a drug or medicine, prescribed
to be taken at one time or at stated intervals

a type of clinical trial in which neither the participants
nor the research team know which treatment a specific
participant is receiving, which helps prevent bias or
expectations from influencing the results of the study

the time a drug remains in contact with its biological
target

a common condition that occurs when tears are unable to
provide adequate lubrication for eyes

swelling that occurs when too much fluid becomes
trapped in the tissues of the body

a mixture of two or more liquids that are normally
immiscible (unmixable or unblendable) owing to liquid-

liquid phase separation

is a sterol found in cell membranes of fungi and protozoa
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“eye dryness score” or “EDS”

“fundus camera”

“generic drug”

“glaucoma”

“H 1 ER)

“H4”

“histamine”

“hydrogel”

“hydrophilicity”

“hyperemia”

“hyperosmolarity”

“hypromellose”

a tool to assess dry eye severity

a specialized low power microscope with an attached
camera

a drug that is created to be the same as an existing
approved chemical drug in active ingredient, dosage
form, indication, route of administration, usage, quality
and efficacy. Under relevant PRC chemical drug
registration regulations, generic drugs include class 3
drugs (generic drugs for which the reference drugs are
marketed abroad but not in China), class 4 drugs (generic
drugs for which the reference drugs are marketed in
China) and class 5.2 drugs (generic drugs that have been
marketed abroad and apply for approval in China)

a group of eye diseases that are usually characterized by
progressive structural and functional changes of the optic
nerve, leading to a typical appearance of the optic disc
and visual field damage if untreated

Histamine-1

Histamine-4

a biologically active substance that is present in tissues as
a mediator of allergic reactions

a colloidal gel in which water is the dispersion medium

a characteristic of materials exhibiting an affinity to
water

an increased blood flow to an organ or tissue
a condition where the solute concentration of the bodily
fluid, which is the amount of solutes and particles that are

dissolved in the bodily fluid, abnormally increases

a semisynthetic, inert, viscoelastic polymer used as eye
drops
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“IL_6”

“IND”

“innovative drug”

“intraocular pressure” or “IOP”

“intravitreal injection”

“KOLS”

“laminin-5"

“lipid layer”

2

“lipophilicity

“liposome”

IL-6 (Interleukin 6) is a soluble mediator with a
pleiotropic effect on inflammation, immune response,
and hematopoiesis

investigational new drug, the application for which is the
first step in the drug review process by regulatory
authorities to decide whether to permit clinical trials.
Also known as clinical trial application, or CTA, in China

a drug that contains an active ingredient or combination
of active ingredients that has not been authorized before,
or a drug that contains an existing active ingredient or
combination of active ingredients with improvements on
its structure, formulation, route of administration or
indication. Under relevant PRC chemical drug
registration regulations, innovative drugs include class 1
drugs (innovative new drugs), class 2 drugs (improved
new drugs) and class 5.1 drugs (innovative or improved
new drugs that have been marketed abroad and apply for
approval in China).

intraocular pressure, the fluid pressure inside the eye

a drug delivery system, injected or surgically implanted
in the vitreous of the eye, for sustained release of drug to

the posterior and intermediate segments of the eye

acronym for key opinion leaders, who are professionals
that influence their peers’ medical practice, including but
not limited to prescribing behavior

a sub-epithelial basement membrane protein

an essential component of the tear film, providing a
smooth optical surface for the cornea and retarding
evaporation from the eye

the affinity of a drug for a lipid environment

an artificial microscopic vesicle consisting of an aqueous
core enclosed in one or more phospholipid layers, used to

convey vaccines, drugs, enzymes, or other substances to
target cells or organs
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“macula”

“MAPK”

“mast cell”

“membrane permeabilization”

“mucin”

“MUC 1 2

umyopia”

“NFAT”

“OCTN

“ocular hypertension’

“off-label use”

“ophthalmology”

“optic nerve”

“pathogen”

“peptide”

>

an oval-shaped pigmented area near the center of the
retina which is responsible for central, high-resolution,
color vision

mitogen activated protein kinase, a type of protein kinase

immune cells of the myeloid lineage which are present in
connective tissues throughout the body

the process by which the membrane becomes permeable
to the passing of proteins and other molecules from the
intermembrane space to the cytosol as part of the

apoptotic signaling pathway

a family of high molecular weight, heavily glycosylated
proteins (glycoconjugates) produced by epithelial tissues

a membrane-associated glycoprotein detected in most
epithelial tissues and is highly expressed in the pancreas

and breast

a refractive condition in which the image of distant
objects is focused in front of, rather than on, the retina

nuclear factor of activated T cells

Optical coherence tomography, a non-invasive diagnostic
imaging of the retina

an eye pressure of greater than 21 mm Hg

medication which is being used in a manner not specified
in the approved packaging label

a branch of medical science dealing with the structure,
functions and diseases of the eye

nerves in the eye

a bacterium, virus or other microorganism that can cause
disease

small fragments of proteins, composed of amino acids
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“PGAH

“pharmacokinetics” or “PK”

“Phase I clinical trial”

“Phase II clinical trial”

“Phase III clinical trial”

“photophobia”

“placebo”

“polypeptide”

“preclinical study”

prostaglandin analog, a class of drugs that bind to

prostaglandin receptors

the study of the bodily absorption, distribution,
metabolism and excretion of drugs, which, together with
pharmacodynamics, influences dosing, benefit, and
adverse effects of the drug

a study in which a drug is introduced into healthy human
subjects or patients with the target disease or condition
and tested for safety, dosage tolerance, absorption,
metabolism, distribution, excretion and, if possible, to
gain an early indication of its effectiveness

a study in which a drug is administered to a limited
patient population to identify possible adverse effects and
safety risks, to preliminarily evaluate the efficacy of the
drug for specific targeted diseases, and to determine
dosage tolerance and optimal dosage

a study in which a drug is administered to an expanded
patient population at geographically dispersed clinical
trial sites to generate statistically sufficient data to
evaluate the efficacy and safety of the drug for regulatory
approval and to provide adequate information for the
labeling of the product

aversion to or avoidance of light, especially as the result
of discomfort caused by ocular disorders and certain
neurological diseases

a medical treatment or preparation with no specific
pharmacological activity

a small polymer usually containing fewer than 30 amino
acids connected by peptide bonds

research that tests a drug candidate on non-human
subjects to gather efficacy and safety information to
decide whether the drug candidate is ready for clinical
trials in human subjects
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“prostaglandin”

“pterygium”

“raceanisodamine”

“randomized clinical trial”

“ranibizumab”

“rescue medication”

“retina”

“RVO”

“R&Dn

“SAEH

“Schirmer’s test”

“secretagogue”

“SMO”

any of a large group of fatty acids which have a wide
variety of physiological effects, especially in the control
of smooth muscle activity and in inflammatory responses

a growth of the conjunctiva or mucous membrane that
covers the white part of the eye over the cornea

a substance with the effect of muscle relaxation
a study in which the participants are divided by chance
into separate groups that compare different treatments or

other interventions

an antibody fragment that inhibits the growth of new
blood vessels

medicine intended to relieve your symptoms immediately

a thin layer of tissue that lines the back of the eye on the
inside

retinal vein occlusion, a disease due to the blockage of
the retinal vein which can lead to blurry vision or loss of
vision

research and development

serious adverse event, AE that results in death, or is
life-threatening, or requires in-patient hospitalization or
causes prolongation of existing hospitalization, or results
in persistent or significant disability or incapacity, or is a

congenital anomaly or birth defect

a test that determines whether the eye produces enough
tears to keep it moist

secretagogues increase insulin secretion from the
pancreas by stimulating the-cells to secrete insulin

site management organization
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“TEAE”

“tear film”

“Thymosin 4”

“VEGFH

“VEGFR2”

“vitreous humor”

“VMT”

“wet age-related macular
degeneration” or “wAMD”

treatment-emergent adverse event, an undesirable event
not present prior to medical treatment, or an already
present event that worsens either in intensity or
frequency following the treatment

a thin fluid layer that covers the outer surfaces of the eye

a synthetic copy of a naturally occurring 43-amino acid
peptide, which plays a vital role in cell structure and in
the protection, regeneration, remodeling and healing of
tissues

vascular endothelial growth factor, a signal protein
produced by cells that stimulates the formation of blood
vessels

vascular endothelial growth factor receptor 2, a type of
VEGF that is a primary responder to vascular endothelial
growth factor signal, and thereby regulates endothelial
migration and proliferation

clear gel that fills the space between the lens and the
retina of the eyeball

vitreomacular traction, caused by vitreomacular
adhesion, or VMA, a condition where the vitreous gel of
the eye adheres to the retina in an abnormally strong
manner

the wet form of age-related macular degeneration, a

retinal disease caused by abnormal growth of blood
vessels under the retina, which leak fluid into the retina
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to
our Company and our subsidiaries that are based on the beliefs of our management as well as
assumptions made by and information currently available to our management. When used in
this prospectus, the words “aim,” “anticipate,” “believe,” “could,” “expect,” “going forward,”
“intend,” “may,” “ought to,” “plan,” “project,” “seek,” “should,” “will,” “would” and the
negative of these words and other similar expressions, as they relate to our Group or our
management, are intended to identify forward-looking statements. Such statements reflect the
current views of our management with respect to future events, operations, liquidity and capital
resources, some of which may not materialize or may change. These statements are subject to
certain risks, uncertainties and assumptions, including the other risk factors as described in this

99 ¢ LR N1

99 99 9

prospectus. You are strongly cautioned that reliance on any forward-looking statements
involves known and unknown risks and uncertainties. The risks and uncertainties facing our
company which could affect the accuracy of forward-looking statements include, but are not
limited to, the following:

. our operations and business prospects;

. our financial condition and operating results and performance;

. industry trends and competition;

. our product candidates under development or planning;

. our strategies, plans, objectives and goals and our ability to successfully implement
these strategies, plans, objectives and goals;

. our ability to attract customers and build our brand image;
. the amount and nature of, and potential for, future development of our business;

. our dividend policy;

. general political and economic conditions; and
. changes to regulatory and operating conditions in the industry and markets in which
we operate.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
and undertake no obligation to update or otherwise revise the forward-looking statements in
this prospectus, whether as a result of new information, future events or otherwise. As a result
of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements in this prospectus are qualified by reference to the cautionary
statements in this section.

In this prospectus, statements of or references to our intentions or those of our Directors

are made as of the date of this prospectus. Any such information may change in light of future
developments.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including
the risks and uncertainties described below, before making an investment in our
Shares. The following is a description of what we consider to be our material risks. Our
business, financial condition and results of operations could be materially and
adversely affected by any of these risks and uncertainties. The trading price of our
Shares could decline due to any of these risks, and you may lose all or part of your
investment.

These factors are contingencies that may or may not occur, and we are not in a
position to express a view on the likelihood of any such contingency occurring. The
information given is as of the Latest Practicable Date unless otherwise stated, will not
be updated after the date hereof, and is subject to the cautionary statements in the
section headed “Forward-looking Statements” in this prospectus.

We are a pharmaceutical company seeking to list on the Main Board of the Stock
Exchange under Chapter 18A of the Listing Rules on the basis that we are unable to meet the
requirements under Rule 8.05(1), (2) or (3) of the Listing Rules. We believe there are certain
risks and uncertainties involved in investing in our Shares, some of which are beyond our
control. We have categorized these risks and uncertainties into: (i) risks relating to our
financial position and need for additional capital; (ii) risks relating to the development, clinical
trials and regulatory approval of our drug candidates; (iii) risks relating to commercialization
of our drug candidates; (iv) risks relating to our intellectual property rights; (v) risks relating
to our reliance on third parties; (vi) risks relating to our industry, business and operations; (vii)

risks relating to doing business in China; and (viii) risks relating to the Global Offering.

Additional risks and uncertainties that are presently not known to us or not expressed or
implied below or that we currently deem immaterial could also harm our business, financial
condition and operating results. You should consider our business and prospects in light of the

challenges we face, including the ones discussed in this section.

RISKS RELATING TO OUR FINANCIAL POSITION AND NEED FOR ADDITIONAL
CAPITAL

We are a pre-revenue pharmaceutical company. We have incurred significant operating
losses since our inception, and anticipate that we will continue to incur operating losses
for the foreseeable future and may never become profitable. As a result, you may lose
substantially all of your investment in us given the high risks involved in our business and
associated with the pharmaceutical industry.

We are a pre-revenue pharmaceutical company. Investment in pharmaceutical drug
development is highly speculative. It entails substantial upfront capital expenditures and
significant risk that a drug candidate will fail to gain regulatory approval or become
commercially viable. As a result, you may lose substantially all of your investment in us given
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the high risks involved in our business and associated with the pharmaceutical industry.
As of the Latest Practicable Date, except for NTC010, none of our drug candidates had been
approved for marketing and sale in any jurisdiction. We have not generated any revenue from
the drug candidates we are developing, and we will continue to incur significant research and
development and other expenses related to our ongoing operations. Our ability to generate
revenue from our drug candidates will depend primarily on the success of the clinical trials,
regulatory approval, manufacturing and commercialization of our drug candidates, which is
subject to significant uncertainty. Even if we successfully complete clinical trials and obtain
regulatory approval to market our drug candidates, our future revenue will depend upon other
factors such as the market size for the proposed indications of our drug candidates, and our
ability to achieve sufficient market acceptance.

We have incurred significant expenses related to the research and development of our
drug candidates in the past. For the years ended December 31, 2019 and 2020, our research and
development expenses amounted to RMB93.4 million and RMB&81.8 million, respectively. We
also incurred general and administrative expenses associated with our operations. In addition,
we recorded finance costs which primarily represent financial liabilities recognized with
respect to our Series A preferred shares and Series B preferred shares. We initially recognize
preferred shares as financial liabilities at the present value of their redemption price, which
represents the highest amount we would need to pay in case of the occurrence of any triggering
events. The redemption price of preferred shares may change from time to time. We recognize
the changes in the carrying amount of such financial liabilities in our consolidated statements
of profit or loss. For the year ended December 31, 2019 and 2020, we recorded such liabilities
of RMB24.8 million and RMB670.0 million, respectively. If the preferred shares are converted
into ordinary shares, we transfer the carrying amount of the financial liabilities to share capital
and share premium in our consolidated statements of financial position. As a result of the
foregoing, we recorded net losses of RMB122.1 million and RMB727.0 million for the years
ended December 31, 2019 and 2020, respectively.

We expect to continue to incur losses for the foreseeable future as we continue and expand
our development of, and seek regulatory approvals for, our drug candidates, and continue to
build up our commercialization and sales workforce in anticipation of the future roll-out of our
drug candidates. In addition, we will continue to incur costs associated with operating as a
public company going through a period of rapid growth. The size of our future net losses will
depend, in part, on the number and scope of our drug development programs and the associated
costs of those programs, the cost of commercializing any future approved products, our ability
to generate revenues and the timing and amount of milestones and other payments we make or
receive with or through arrangements with third parties. If any of our drug candidates fails in
clinical trials or does not gain regulatory approval, or, if approved, fails to achieve market
acceptance, we may never be able to generate revenue or become profitable. Even if we achieve
profitability in the future, we may not be able to sustain profitability in subsequent periods. Our
failure to become and remain profitable would decrease the value of our Company and could
impair our ability to raise capital, maintain our research and development efforts, expand our
business or continue our operations. As a result, you may lose substantially all of your
investment in us if our business fails.
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We had net liabilities and net operating cash outflows during the Track Record Period.

As of December 31, 2019 and 2020, we had net liabilities of RMB25.5 million and
RMB746.0 million, respectively. Our deficit position was in part due to the accounting
treatment for our Preferred Shares, which are classified as convertible redeemable preferred
shares under non-current liabilities. See “—The measurement of our Preferred Shares involves
the exercise of professional judgment and the use of certain bases, assumptions and
unobservable inputs which, by their nature, are subjective and uncertain” below. In addition,
for the year ended December 31, 2019 and 2020, we had net cash used in operating activities
of RMB55.2 million and RMB103.4 million, respectively. We expect that we may have net
liabilities and experience net cash outflows from our operating activities for the foreseeable
future. If we are unable to maintain adequate working capital, we may default in our payment
obligations and may not be able to meet our capital expenditure requirements, which may have
a material adverse effect on our business, financial condition, results of operations and

prospects.

The measurement of our Preferred Shares involves the exercise of professional judgment
and the use of certain bases, assumptions and unobservable inputs which, by their nature,
are subjective and uncertain.

Our Preferred Shares are classified as convertible redeemable preferred shares under
non-current liabilities. As of December 31, 2019 and 2020, we had convertible redeemable
preferred shares of RMB369.7 million and RMB1,896.0 million, respectively. The Preferred
Shares will automatically convert into Shares upon Listing, at which time we expect to record
them as equity and, accordingly, turn into a net asset position. The measurement of our
Preferred Shares takes into account the conversion option of the Preferred Shareholders, of
which the fair value involves the exercise of professional judgment and the use of certain
bases, assumptions and unobservable inputs such as expected probabilities of different events
which, by their nature, are subjective and uncertain. Please also see Note 25(e) to the
Accountants’ Report in Appendix I to this prospectus for more information about the fair value
measurement of the level 3 valuations. As such, the fair value of conversion feature has been,
and will continue to be, subject to uncertainties in accounting estimation, and result in
significant fluctuations in profit or loss until the Preferred Shares are converted into Shares
upon Listing.

An impairment in the carrying value of intangible assets could have a material adverse
effect on our financial condition and results of operations.

We had intangible assets of RMB36.9 million and RMB138.7 million as of December 31,
2019 and 2020, respectively. Our intangible assets primarily consist of patents and in-licensed
rights, whereby patents are amortized over their estimated useful lives of 10 to 17 years.
In-licensed rights with finite useful lives are amortized using the straight-line basis over the
commercial lives of the underlying products, commencing from the date when the products are
put into commercial production, and in-licensed rights with indefinite useful lives or not ready
for use will not be amortized but tested for impairment annually either individually or at the
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cash-generating unit level. The impairment test would compare the recoverable amount of each
of the cash-generating units to its carrying value. Determination of recoverable amount
requires considerable judgment and is sensitive to inherent uncertainties and changes in
estimates and assumptions. Declines in market conditions, weak trends in anticipated financial
performance of reporting units or declines in revenue projections are examples of indicators
that carrying values of intangible assets may not be recoverable, and in turn result in
impairment losses. Any significant impairment losses recorded against our intangible assets
could have a material adverse effect on our financial condition and results of operations.

We may need to raise additional capital to meet our operating cash requirements, and
financing may not be available on terms acceptable to us, or at all.

Our operations have required substantial amounts of cash since our inception. To date, we
have financed our operations primarily through the equity financing. We may nevertheless
require substantial additional capital to meet our continued operating cash requirements,
especially to fund our research and development activities, commercialization of our drug
candidates and development of manufacturing capabilities. Our cash operating costs mainly
consist of clinical trial expenses, agency and consulting fees, raw material costs and staff costs.
Our forecast of the period of time through which our financial resources will be adequate to
support our operations is a forward-looking statement and involves risks and uncertainties, and
actual results could vary as a result of a number of factors, including the factors discussed
elsewhere in this “Risk Factors” section. Our future funding requirements will depend on many

factors, including:

. the progress, timing, scope and costs of the clinical trials of our drug candidates,
including the ability to timely enroll patients in our planned and potential future
clinical trials;

. the outcome, timing and costs of regulatory approvals of our drug candidates;

. the number and characteristics of drug candidates that we may in-license and
develop;

. the amount and timing of the milestone and royalty payments that we may be
required to pay our licensing partners;

. the cost of filing, prosecuting, defending and enforcing any patent claims or other
intellectual property rights;

. the selling expenses associated with any future drug candidates that may be
approved, including the cost and timing of expanding our marketing and sales

capabilities;

. the terms and timing of any potential future collaborations, license or other

arrangements that we may establish;
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. the cash requirements of any future acquisitions and/or the development of other

pipeline drug candidates;

. the cost and timing of development and completion of commercial-scale internal or

outsourced manufacturing activities; and

. our headcount growth and associated costs.

It is uncertain whether financing will be available in amounts or on terms acceptable to
us, if at all. If we are unable to obtain additional capital to meet our cash requirements in the
future, our business, financial condition, results of operations and prospects may be materially
and adversely affected.

We have a limited operating history, which may make it difficult to evaluate our current
business and predict our future performance.

We are an ophthalmic pharmaceutical company with a relatively short operating history.
Our operations to date have focused on organizing and staffing our Company, business
planning, raising capital, establishing our drug portfolio, conducting preclinical studies and
clinical trials of our drug candidates, developing manufacturing capabilities and building a
sales network. As of the Latest Practicable Date, we had not generated any revenue from the
drug candidates we are developing. All of our portfolio drugs are still at various stages of
development. We have not yet successfully obtained regulatory approval to market any drug
candidates from our development pipeline, and have not commercially manufactured or
commercialized any such drug candidates. Our limited operating history, particularly in the
rapidly evolving ophthalmic pharmaceutical industry, may make it difficult to evaluate our
current business and reliably predict our future performance. We may encounter unforeseen
expenses, difficulties, complications, delays and other known and unknown factors. If we do
not address these risks and difficulties successfully, our business will suffer. These risks may
cause potential investors to lose substantially all of their investment in our business.

We may fail to effectively manage our anticipated growth or execute on our growth
strategies.

As we develop our specialized ophthalmic platform toward offering a comprehensive
solution covering front- to back-of-the-eye diseases, our growth strategies focus on utilizing
our domain expertise to bring our novel and generic ophthalmic therapies to fulfill significant
unmet medical needs. See “Business—Our Strategies.” Pursuing our growth strategies has
resulted in, and will continue to result in, substantial demands on capital and other resources.
In addition, managing our growth and executing on our growth strategies will require, among
other things, our ability to continue to identify and develop promising drug candidates in the
highly competitive global and Chinese ophthalmic pharmaceutical market, effective
coordination and integration of new facilities and new teams that we may develop, successful
hiring and training of personnel, effective cost control, sufficient liquidity, effective and
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efficient financial and management control, effective quality control, and management of our
suppliers to leverage our purchasing power. Any failure to execute on our growth strategies or
realize our anticipated growth could adversely affect our business, financial condition, results
of operations and prospects.

The occurrence of any of future currency exchange rate fluctuations could have a material
adverse effect on our business, financial condition, results of operations and prospects.

Certain of our time deposits, cash and cash equivalents, payables and receivables are
denominated in foreign currencies and are exposed to foreign currency risk. We recorded net
foreign exchange gain of RMBI1.1 million and loss of RMBS5.5 million in 2019 and 2020,
respectively. In our consolidated statements of profit or loss and other comprehensive income,
we also recorded exchange differences on translation of financial statements because certain of
our subsidiaries have functional currencies other than Renminbi, resulting in exchange
differences when the amounts of items on their financial statements were converted into
Renminbi. Such exchange differences were RMB4.5 million and RMB56.1 million in 2019 and
2020, respectively. We currently do not have a hedging policy, and the occurrence of any of
future currency exchange rate fluctuations could have a material adverse effect on our business,
financial condition, results of operations and prospects.

RISKS RELATING TO DEVELOPMENT, CLINICAL TRIALS AND REGULATORY
APPROVAL OF OUR DRUG CANDIDATES

Our business and financial prospects depend substantially on the success of our drug
candidates, all of which are in preclinical or clinical development. If we are unable to
successfully develop and commercialize our drug candidates, or experience significant
delays in doing any of the foregoing, our business may be materially harmed.

Our business will depend on the successful development, regulatory approval and
commercialization of the drug candidates in our development pipeline, all of which are still in
preclinical or clinical development, and other drug candidates we may in-license, acquire or
develop in the future. We have invested a significant amount of efforts and financial resources
in our existing drug candidates. The success of our drug candidates will depend on several

factors, including:
o successful patient enrollment in, and completion of, clinical trials;
. favorable safety and efficacy data from our clinical trials and other studies;
. obtaining sufficient supplies, including, where applicable, supplies from our

in-licensing partners, that may be necessary for use in clinical trials for evaluation

of our drug candidates;
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. the performance by CROs, or other third parties we may retain to conduct clinical
trials, of their duties to us in a manner that complies with our protocols and
applicable laws and that protects the integrity of the resulting data;

. receipt of regulatory approvals for our drug candidates;

. developing sufficient commercial manufacturing capabilities;

. successfully launching commercial sales of our drug candidates, if and when

approved;

. obtaining and maintaining patent, trade secret and other intellectual property

protection and regulatory exclusivity for our drug candidates;

. ensuring that we do not infringe, misappropriate or otherwise violate the patent,
trade secret or other intellectual property rights of third parties;

. gaining competitive advantage over other drug candidates and drugs; and

. continued acceptable safety profile for our drug candidates following regulatory

approval, if and when received.

If we experience difficulty in one or more of these factors, we may not successfully
commercialize our drug candidates. Our business may be materially harmed as a result and we
may not be able to generate sufficient revenues and cash flows to continue our operations.

We may not be able to identify, discover or in-license new drug candidates, and may
allocate our limited resources to pursue a particular drug candidate or indication and fail
to capitalize on drug candidates or indications that may later prove to be more profitable,
or for which there is a greater likelihood of success.

We have built an ophthalmic drug pipeline of 25 candidates, including 13 innovative
drugs and 12 generic drugs, that covers most major ocular indications affecting the front and
the back of the eye. The success of our business depends in part upon our ability to identify,
discover, in-license, develop, or commercialize additional drug candidates to expand our
product portfolio. Research or in-license efforts to identify new drug candidates require
substantial technical, financial, and human resources. We may focus our efforts and resources
on potential programs or drug candidates that ultimately prove to be unsuccessful. We may fail
to identify, discover or in-license new drug candidates for clinical development and

commercialization for a number of reasons, including, without limitation, the following:

. our research or business development methodology or search criteria and process
may be unsuccessful in identifying potential drug candidates;
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. our potential drug candidates may be shown to have harmful adverse effects or may
have other characteristics that may make the products unmarketable or unlikely to
receive marketing approval;

. significant competition we may face from other pharmaceutical or biotechnology
companies with greater resources or capabilities than us in pursuing potential

in-license opportunities; and

. it may take greater human and financial resources to identify additional therapeutic
opportunities for our drug candidates or to develop suitable potential drug
candidates than we possess, thereby limiting our ability to diversify and expand our
drug portfolio.

Because we have limited financial and managerial resources, we can only focus on
specific research programs and drug candidates. As a result, we may forgo or delay pursuit of
opportunities with other drug candidates or for other indications that later may prove to have
greater commercial potential or a greater likelihood of success. Our resource allocation
decisions may cause us to fail to capitalize on viable commercial products or profitable market
opportunities. Accordingly, there is no assurance that we will ever be able to identify, discover
or in-license new drug candidates with high potential or capitalize on drug candidates or
indications that later may prove to have greater commercial potential or a greater likelihood of
success, which could materially adversely affect our future growth and prospects.

The research and development of our drug candidates involves a lengthy and expensive
process with an uncertain outcome, and results of earlier studies and trials may not be
predictive of future trial results.

Before obtaining regulatory approval to market our drug candidates, we must do
substantial preclinical research and conduct extensive clinical trials to demonstrate their safety
and efficacy in humans. Clinical trials are expensive and can take many years to complete, and
outcomes are inherently uncertain. Failure can occur at any time during the research and
development process. The results of preclinical research and early clinical trials of our drug
candidates may not be predictive of the results of later-stage clinical trials, and initial or
interim results of a trial may not be predictive of the final results. Drug candidates in later
stages of clinical trials may fail to show the desired safety and efficacy traits despite having
progressed through preclinical studies and initial clinical trials. In some instances, there can be
significant variability in safety or efficacy results between different trials of the same drug
candidate due to numerous factors, including changes in trial procedures set forth in protocols,
differences in the size and type of the patient populations, including genetic differences, patient
adherence to the dosing regimen and other trial protocol elements and the rate of dropout
among clinical trial participants. In the case of any trials we conduct, results may differ from
earlier trials due to the larger number of clinical trial sites and additional countries and
languages involved in such trials. A number of companies in the pharmaceutical and
biotechnology industries have suffered significant setbacks in advanced clinical trials due to
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lack of efficacy or adverse safety profiles, notwithstanding positive results in earlier trials. Our
future clinical trial results may not be favorable. You may lose all or part of your investments
in us if our research and development fails.

If we encounter difficulties enrolling patients in our clinical trials, our clinical trials and
the commercialization of our drug candidates could be delayed or otherwise adversely
affected.

The successful and timely completion of clinical trials in accordance with their protocols
depends, among other things, on our ability to enroll a sufficient number of patients who
remain in the trial until its conclusion. We may experience difficulties in patient enrollment in
our clinical trials for a variety of reasons, including but not limited to:

. the size and nature of the patient population;

. the patient eligibility criteria defined in the protocol;

. the size of the study population required for analysis of the trial’s primary endpoints;

. the proximity of patients to trial sites;

. the design of the trial;

. our ability to recruit clinical trial investigators with the appropriate competencies
and experience;

. clinicians’ and patients’ perceptions of the potential advantages and side effects of
the drug candidate being studied compared to other available therapies, including
any new drugs or treatments that may be approved for the indications we are
investigating;

. our ability to obtain and maintain patient consents;

. the risk that patients enrolled in clinical trials will not complete a clinical trial; and

. the availability of approved therapies that are similar in mechanism to our drug
candidates.

In addition, our clinical trials will likely compete with other clinical trials for drug
candidates that are in the same therapeutic areas as our drug candidates. The competition will
reduce the number and types of patients available to us, because some patients who might have
opted to enroll in our trials may instead opt to enroll in a trial conducted by one of our
competitors. Because the number of qualified clinical investigators and clinical trial sites is
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limited, we expect that some of our clinical trials may be conducted at the same clinical trial
sites that some of our competitors use, which may reduce the number of patients available for
our clinical trials at such clinical trial sites.

Patient enrollment may also be delayed as a result of epidemics such as the COVID-19
pandemic, or similar events. Our licensing partners also have similarly experienced delays in
their clinical trials due to the outbreak of COVID-19 in their respective territories. Such delay
may, among other things, result in increased costs or may affect the timing or outcome of the
planned clinical trials, which could prevent completion of these trials and adversely affect our

ability to advance the development and commercialization of our drug candidates.

We may incur additional costs or experience delays in completing, or may ultimately be
unable to complete, the development and commercialization of our drug candidates.

We may experience numerous unexpected events during, or as a result of, clinical trials
that could delay or prevent our ability to complete the clinical trials, receive regulatory
approval or commercialize our drug candidates, including:

. regulators may not authorize us to commence a clinical trial or conduct a clinical
trial at a prospective trial site;

. clinical trials of our drug candidates may produce negative or inconclusive results,
and we may decide, or regulators may require us, to conduct additional clinical trials
or abandon drug development programs;

. our drug candidates, or the substance of our drug candidates, may prove to cause
adverse events, have undesirable side effects or other unexpected characteristics,
causing us to suspend or terminate the trials;

. we may be unable to reach agreements on acceptable terms with prospective CROs
and trial sites, the terms of which can be subject to extensive negotiation and may
vary significantly among different CROs and trial sites;

. our CROs may fail to comply with regulatory requirements or meet their contractual
obligations to us in a timely manner, or at all;

. our other third-party contractors may fail to comply with regulatory requirements or
meet their contractual obligations to us in a timely manner, or at all;

. the number of patients required for clinical trials of our drug candidates may be

larger than we anticipate; enrollment may be insufficient or slower than we

anticipate; or patients may drop out at a higher rate than we anticipate;
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. we might have to suspend or terminate clinical trials of our drug candidates for
various reasons, including a finding of a lack of clinical response or other
unexpected characteristics or a finding that participants are being exposed to
unacceptable health risks;

. regulators may require us to suspend or terminate clinical research for various

reasons, including non-compliance with regulatory requirements;

. the cost of clinical trials of our drug candidates may be greater than we anticipate;
and

. the supply or quality of our drug candidates or other materials necessary to conduct
clinical trials of our drug candidates may be insufficient or inadequate.

If we are required to conduct additional clinical trials or other testing of our drug
candidates beyond those that we contemplate, or if we are unable to successfully complete
clinical trials of our drug candidates or other testing, we may be delayed in obtaining

regulatory approval for our drug candidates or not obtain regulatory approval at all.

Significant clinical trial delays may also increase our development costs and could
shorten any periods during which we have the exclusive right to commercialize our drug
candidates or allow our competitors to bring drugs to market before we do. This could impair
our ability to commercialize our drug candidates and may harm our business and results of
operations.

We may be unable to obtain, or experience delays in obtaining, required regulatory
approvals for our drug candidates in our target markets.

The process required to obtain approval by the NMPA and other comparable regulatory
authorities is long, complex and costly, and approval is never guaranteed. In addition to
significant amount of preclinical and clinical data and CMC information for a drug candidate,
the NMPA or a comparable regulatory authority may require more information, including
additional analyses, reports, data, non-clinical studies and clinical trials, or questions regarding
interpretations of data and results, to support approval, which may delay or prevent approval
and our commercialization plans, or we may decide to abandon the development programs.

Although we have gained adequate experience and capability in communication and
consultation with regulatory authorities as we develop our existing drug candidates in the
development pipeline, we have not yet received regulatory approval for our drug candidates
from our development pipeline. Hence, our ability to successfully submit an NDA and obtain
regulatory approval for our drug candidates may involve inherent risk, take longer, or cost
more than it would compared with a company with more experience in obtaining regulatory
approvals.
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Changes in regulatory requirements and guidance may also occur, and we may need to
amend clinical trial protocols submitted to applicable regulatory authorities to reflect these
changes. Resubmission may impact the costs, timing or successful completion of a clinical
trial. The policies of the NMPA and other regulatory authorities may change and additional
government regulations may be enacted that could prevent, limit or delay regulatory approval
of our drug candidates. Even if we have received regulatory approval of any of our drug
candidate, if we are slow or unable to adapt to changes in existing requirements or the adoption
of new requirements or policies, or if we are not able to maintain regulatory compliance, we
may lose any regulatory approval that we may have obtained, which may adversely affect our

ability to generate revenue and achieve or sustain profitability from such drug candidates.

If we are unable to obtain NMPA approval for our drug candidates to be eligible for an
expedited registration pathway as innovative drug candidates or new modified drug
candidates, the time and cost we incur to obtain regulatory approvals may increase.

The NMPA has mechanisms in place for expedited review and approval for drug
candidates that are innovative drug or new modified drug applications, provided that such drug
or drug candidate has an apparent clinical value and are urgently needed, clinically short
supply, or used to prevent and treat diseases that seriously threaten life or seriously affect the
quality of life, for which there have been no effective prevention or treatment methods or there
is sufficient evidence to show obvious clinical advantages compared with the existing
treatment methods or meets other expedited registration requirements. For any submission of
an application under the expedited regulatory designation, there can be no assurance that such
submission or application will be accepted for filing or that any expedited development, review
or approval will be granted to us on a timely basis, or at all. Furthermore, there can be no
assurance that, after feedback from the regulatory authorities, we will continue to pursue or
apply for expedited development, review or approval, even if we initially decide to do so. A
failure to obtain any form of expedited development, review or approval for our drug
candidates, or withdrawal of a drug candidate, would result in a longer time period until
commercialization of such drug candidate, could increase the cost of development of such drug
candidate, and could harm our competitive position in the marketplace. In addition, even if we
are able to use an expedited registration pathway, it may not lead to expedited approval of our
drug candidates, or approval at all.

Despite positive regulatory changes introduced since 2015 which significantly
accelerated time to market for innovative drugs, the regulatory process in China is still
evolving and subject to change. The NMPA might require us to change our planned clinical
study design or otherwise spend additional resources and effort to obtain approval of our drug
candidates. In addition, policy changes may contain significant limitations related to use
restrictions for certain age groups, warnings, precautions or contraindications, or subject our
products to burdensome post-approval study or risk management requirements. If we are
unable to obtain regulatory approval for our drug candidates, or any approval contains
significant limitations, we may not be able to obtain sufficient funding or generate sufficient
revenue to continue the development of our drug candidates or any other drug candidate that
we may in-license, acquire or develop in the future.
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Our drug candidates, if and when approved, will be subject to ongoing regulatory
obligations and continued regulatory review, which may result in significant additional
expense and we may be subject to penalties if we fail to comply with regulatory
requirements.

Our drug candidates, if and when approved by the NMPA or a comparable regulatory
authority, will be subject to ongoing regulatory requirements for manufacturing, labeling,
packaging, storage, advertising, promotion, sampling, record-keeping, conduct of post-
marketing studies, and submission of safety, efficacy and other post-market information
requirements of regulatory authorities in China and comparable regulatory authorities in other
countries. Certain changes to the drug, such as changes in manufacturing processes and
additional labeling claims, may be subject to additional review and approval by the NMPA and

comparable regulatory authorities.

Any regulatory approvals that we may receive for our drug candidates may be subject to
limitations on the approved indicated uses for which the drug may be marketed or to the
conditions of approval, which could adversely affect the drug’s commercial potential or contain
requirements for potentially costly post-marketing testing and surveillance to monitor the
safety and efficacy of the drug candidate. The NMPA or a comparable regulatory authority may
also require a risk evaluation mitigation strategy program as a condition of approval of our
drug candidates or following approval. In addition, if the NMPA or a comparable regulatory
authority approves our drug candidates, we will have to comply with requirements, including,
for example, submissions of safety and other post-marketing information and reports,
registration, as well as continued compliance with GMP and GCP for any clinical trials that we
conduct post-approval.

The NMPA and other regulatory authorities strictly regulate the marketing, labeling,
advertising and promotion of products that are placed on the market. Drugs may be promoted
only for their approved indications and for use in accordance with the provisions of the
approved label. Therefore a company that is found to have improperly promoted off-label uses
may be subject to liability.

RISKS RELATING TO COMMERCIALIZATION OF OUR DRUG CANDIDATES

Our future approved drugs may fail to achieve the degree of market acceptance by
ophthalmologists, patients, third-party payers and others in the medical community
necessary for commercial success.

Our future approved drugs may fail to gain sufficient market acceptance by
ophthalmologists, patients and others in the medical community. Doctors and patients may
continue to prefer current treatments to the exclusion of our drugs for the same or similar
indications. The degree of market acceptance of our drug candidates, if approved for

commercial sale, will depend on a number of factors, including:
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. the availability, perceived advantages and relative cost, safety and efficacy of

alternative and competing treatments;

. the cost effectiveness of our future approved drugs;

. the effectiveness of our marketing, sales and distribution strategies and operations;

. our ability to manufacture commercial supplies of our future approved drugs, to
remain in good standing with regulatory agencies, and to develop, validate and
maintain commercially viable manufacturing processes that are, to the extent
required, compliant with GMP regulations;

. the degree to which the approved labeling supports promotional initiatives for
commercial success;

. a continued acceptable safety profile of our future approved drugs;

. results from additional clinical trials of our drug candidates or further analysis of
clinical data from completed clinical trials of our future approved drugs by us or our
competitors;

. our ability to enforce our intellectual property rights;

. potential advantages of future approved drugs over other therapies;

. our ability to avoid any third-party patent interference or patent infringement
claims; and

. maintaining compliance with all applicable regulatory requirements.

If any approved drug candidates that we commercialize fail to achieve market acceptance
in the medical professional community, we will not be able to generate significant revenue.
Even if our future approved drug candidates achieve market acceptance, we may not be able
to maintain that market acceptance over time if new products or technologies are introduced
that are more favorably received than our drug candidates, are more cost-effective or render our
drug candidates obsolete.

We have limited experience in launching and marketing drug candidates, and we may not
be able to successfully create or increase market awareness of our products or sell our
products, which will materially affect our ability to generate product sales revenue.

Our operations to date have been largely focused on developing our drug candidates,
including undertaking preclinical studies and conducting clinical trials. To support our product
launch, we have recently commenced building our commercialization team, yet we have not
demonstrated our ability to conduct sales, marketing and distribution activities necessary for
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successful product commercialization. As a result, our ability to successfully commercialize
our drug candidates may involve more inherent risk, take longer, and cost more than it would
if we were a company with experience launching and marketing drug candidates.

We will have to compete with other pharmaceutical and biopharmaceutical companies to
recruit, hire, train and retain marketing and sales personnel. If we are unable to successfully
develop internal sales, marketing and commercial distribution capabilities for our drug
candidates, our revenue from product sales may be materially and adversely affected. In
addition, we may not be able to effectively manage, further develop and successfully maintain
in-house sales and commercial distribution capabilities to successfully commercialize our
products. Any of the foregoing may affect our business and future prospects.

Even if we are able to commercialize any drug candidates for which we receive regulatory
approvals, reimbursement may be unavailable or limited in certain market segments for
our drug candidates, which could harm our business.

Our ability to commercialize any drugs successfully depends in part on the extent to
which reimbursement for these drugs and related treatments will be available from government
health administration authorities and third-party payors, such as private health insurers and
health maintenance organizations. Government authorities and third-party payors decide which
medications they will pay for and establish reimbursement ratios. Reimbursement may impact
the demand for, or the price of, our future approved drugs, and the commercial prospects of

such drugs.

A primary trend in the global healthcare industry is cost containment. In China, the newly
created National Healthcare Security Administration (B R E#ELRFER), or the NHSA, or its
local counterparts, review the inclusion or removal of drugs from the NRDL or PRDLs
regularly, and the tier under which a drug will be classified, both of which affect the amounts
reimbursable to program participants for their purchases of those drugs. These determinations
are made based on a number of factors, including price and efficacy. The success of our drug
portfolio depends in part on the inclusion of our future approved drugs in the NRDL or PRDLs
and our ability to generate significant sales revenues from these reimbursable drugs. However,
there can be no assurance that any of our future approved drugs will be included in the NRDL
or PRDLs on reasonable reimbursement ratios, or at all. If we were to successfully launch
commercial sales of our products but fail in our efforts to have our products included in the
NRDL or PRDLs, our sales channels may be limited and our revenue from commercial sales
will be highly dependent on patient self-payment, which can make our products less

competitive.

In addition, there may be significant delays in obtaining reimbursement for our future
approved drugs, and coverage may be more limited than the purposes for which such drugs are
approved. Our inability to promptly obtain coverage and profitable payment rates from both
government-funded and third-party payors for any future approved drugs and any additional
drug candidates that we develop could have a material adverse effect on our business, operating
results, and overall financial condition.
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Even if reimbursement is available, we may need to significantly concede on prices for our
future approved drugs in China and face uncertainty of profitability.

In November 2019, the NHSA organized a price negotiation with drug companies for 119
new drugs that had not been included in the NRDL at the time of the negotiation, which
resulted in an average price reduction by over 60% for 70 of the 119 drugs that passed the
negotiation. We may also attend the price negotiation with the NHSA of our future approved
drugs in China, but we will likely need to significantly reduce our prices, and to negotiate with
each of the local healthcare security administrations on reimbursement ratios. If the NHSA or
any of its local counterparts includes any of our future approved drugs in the NRDL or the
PRDL, which may increase the demand for such drug, our potential revenue or profitability
from the sales of such drug may still decrease as a result of lower prices. Eligibility for
reimbursement in China does not imply that any drug will be paid for in all cases or at a rate
that covers our costs, including license fees, research, development, manufacture, sale and
distribution.

Moreover, private hospitals often require that drug companies provide them with
predetermined discounts from list prices in their procurement of drugs. The prices we offer to
the NHSA and its local counterparts may be used as benchmarks and further reduced by
discounts or rebates required by private hospitals. The centralized tender process in China may
also create pricing pressure among substitute products or products that are perceived to be
substitute products, and we cannot assure you that our future drugs would not be adversely
affected.

Guidelines, recommendations and studies published by various organizations could
disfavor our drug candidates.

Government agencies, professional societies, practice management groups, private health
and science foundations and organizations focused on various diseases may publish guidelines,
recommendations or studies that affect our or our competitors’ drugs and drug candidates. Any
such guidelines, recommendations or studies that reflect negatively on our drug candidates,
either directly or relative to our competitive drug candidates, could result in current or
potential decreased use, sales of, and revenues from one or more of our drug candidates.
Furthermore, our success depends in part on our and our business partners’ ability to educate
healthcare providers and patients about our drug candidates, and these education efforts could
be rendered ineffective by, among other things, third parties’ guidelines, recommendations or
studies.

The illegal and/or parallel imports and counterfeit pharmaceutical products may reduce
demand for our future approved drugs and could have a negative impact on our
reputation and business.

The illegal importation of competing products that are not currently approved and
marketed in our targeted markets or from countries where government price controls or other
market dynamics result in lower prices may adversely affect the demand for our future
approved drugs and, in turn, may adversely affect our sales and profitability in China and other
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countries where we commercialize our products. Unapproved foreign imports of prescription
drugs are illegal under the laws of China and many other countries. However, illegal imports
may continue to occur or even increase as the ability of patients and other customers to obtain
these lower priced imports continues to grow. Furthermore, cross-border imports from
lower-priced markets (which are known as parallel imports) into higher-priced markets could
harm sales of our future approved drugs and exert commercial pressure on pricing within one
or more markets. In addition, competent government authorities may expand consumers’ ability
to import lower priced versions of our future approved products or competing products from
outside China or other countries where we commercialize our products. Any future legislation
or regulations that increase consumer access to lower priced medicines from outside China or
other countries where we commercialize our products could have a material adverse effect on
our business.

Certain products distributed or sold in the pharmaceutical market may be manufactured
without proper licenses or approvals, or be fraudulently mislabeled with respect to their content
or manufacturers. These products are generally referred to as counterfeit pharmaceutical
products. The counterfeit pharmaceutical product control and enforcement system, particularly
in developing markets such as China, may be inadequate to discourage or eliminate the
manufacturing and sale of counterfeit pharmaceutical products imitating our products. Since
counterfeit pharmaceutical products in many cases have very similar appearances compared
with the authentic pharmaceutical products but are generally sold at lower prices, counterfeits
of our products could quickly erode the demand for our future approved drugs. In addition,
counterfeit pharmaceutical products are not expected to meet our or our collaborators’ rigorous
manufacturing and testing standards. A patient who receives a counterfeit pharmaceutical
product may be at risk for a number of dangerous health consequences. Our reputation and
business could suffer harm as a result of counterfeit pharmaceutical products sold under our or
our collaborators’ brand name(s). In addition, thefts of inventory at warehouses, plants or while
in-transit, which are not properly stored and which are sold through unauthorized channels,
could adversely impact patient safety, our reputation and our business.

The increasing use of social media platforms presents new risks and challenges.

Social media are increasingly being used to communicate about the diseases that our
therapies are designed to treat. Social media practices in the ophthalmic pharmaceutical
industry continue to evolve and regulations relating to such use are not always clear. This
evolution creates uncertainty and risk of noncompliance with regulations applicable to our
business. For example, patients may use social media channels to comment on the effectiveness
of a drug product or to report an alleged adverse event. When such disclosures occur, there is
a risk that we fail to monitor and comply with applicable adverse event reporting obligations
or we may not be able to defend our own or the public’s legitimate interests in the face of the
political and market pressures generated by social media due to restrictions on what we may
say about our drug candidates. There is also a risk of inappropriate disclosure of sensitive
information or negative or inaccurate posts or comments about us on any social networking
website. If any of these events occur or we otherwise fail to comply with applicable
regulations, we may incur liability, face overly restrictive regulatory actions or incur other
harm to our business.
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RISKS RELATING TO OUR INTELLECTUAL PROPERTY RIGHTS

Our rights to develop and commercialize our drug candidates are subject, in part, to the
terms and conditions of licenses granted to us by licensing partners.

We rely on licenses to certain patent rights and other intellectual property from third
parties that are important or necessary to the development, manufacture or commercialization
of our drug candidates and certain of these third parties from which we have been granted
licenses themselves rely on licenses from other third parties. These and other licenses may not
provide exclusive rights to use such intellectual property in all relevant fields of use or in all
territories in which we may wish to develop or commercialize our drug candidates. As a result,
other third parties who obtain relevant licenses from our licensing partners may develop or
commercialize drug candidates in the fields which are not included in our licenses or develop
and commercialize competing drugs in the markets outside our licensed territories.

In addition, we may not have the right to control the preparation, filing, prosecution,
maintenance, enforcement or defense of patents and patent applications covering the drug
candidates that we license from third parties. Therefore, we cannot be certain that these patents
and patent applications will be prepared, filed, prosecuted, maintained, enforced and defended
in a manner consistent with the best interests of our business. If our licensing partners fail to
prosecute, maintain, enforce or defend such patents, or lose rights to those patents or patent
applications, the rights we have licensed may be reduced or eliminated, and our right to
develop and commercialize any of our drugs that are subject of such licensed rights could be
adversely affected.

In spite of our best efforts, our licensing partners might conclude that we have materially
breached our license agreements and might therefore terminate the license agreements, thereby
removing our ability to develop and commercialize drug products covered by these license
agreements. If such licenses are terminated, we may be required to seek alternative in-license
arrangements, which may not be available on commercially reasonable terms or at all, or may
be non-exclusive. In addition, we may seek to obtain additional licenses from our licensing
partners and, in connection with obtaining such licenses, we may agree to amend our existing
licenses in a manner that may be more favorable to the licensing partners, including by
agreeing to terms that could enable third parties (potentially including our competitors) to
receive licenses to a portion of the intellectual property that is subject to our existing licenses.
If such alternative or additional in-license arrangements are not available, we may need to
modify or cease the development, our manufacture, or commercialization of one or more of our
drug candidates and competitors would have the freedom to seek regulatory approval of, and
to market, products identical to ours. Any of these events could have a material adverse effect
on our competitive position, business, financial conditions, results of operations and prospects.

In some cases, our licensing partners are not the sole and exclusive owners of the
intellectual property rights we in-license. Our licensing partners have obtained the rights to
such patents through license agreements with the entities that own or control such patents and
have in turn sublicensed such rights to us. We are not a party to the license agreements under
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which our licensing partners obtain their rights and therefore cannot ensure that our licensing
partners will comply with their obligations under such agreements. If any of our licensing
partners breach or otherwise violate any such agreements, their rights thereunder may be
terminated and our licensing partners may no longer be able to sublicense such rights to us. In
addition, our licensing partners may not control prosecution and enforcement such patents. If
our licensing partners lose their rights to any patents or other intellectual property rights upon
which we depend and we lose our sublicense rights to such patents and other intellectual
property, we may be required to cease the development and commercialization of our products
and it could have a material adverse effect on our competitive position, business, financial

condition, results of operations and prospects.

If we are unable to obtain and maintain adequate patent and other intellectual property
protection for our drug candidates in the jurisdictions we intend to commercialize our
drug candidates, or if the scope of such intellectual property rights obtained is not
sufficiently broad, third parties could develop and commercialize products and
technologies similar or identical to ours and compete directly against us, and our ability
to successfully develop and commercialize any of our drug candidates or technologies
would be materially adversely affected.

Our success depends in large part on our ability to protect our proprietary technologies
and drug candidates from competition by obtaining, maintaining, defending and enforcing our
intellectual property rights, including patent rights. We seek to protect the drug candidates and
technology that we consider commercially important by filing patent applications in China and
other jurisdictions we intend to launch commercialization of our drug candidates, relying on
trade secrets or pharmaceutical regulatory protection or employing a combination of these
methods. However, the patent prosecution process is expensive, time-consuming and complex,
and we may not be able to file, prosecute, maintain, enforce or license all necessary or
desirable patent applications at a reasonable cost, in a timely manner, or at all. In addition, the
patent position of pharmaceutical and biopharmaceutical companies generally is highly
uncertain, involves complex legal and factual questions, and has been the subject of much
litigation in recent years. As a result, we cannot be certain whether patents will be issued or
granted with respect to our patent applications that are currently pending, the coverage claimed
in our patents applications will be limited before patent is issued or granted, or that issued or
granted patents will not later be found to be invalid and/or unenforceable, be interpreted in a
manner that does not adequately protect our drug candidates and development pipeline, or

otherwise provide us with any competitive advantage.

Patent applications may not be granted for a number of reasons, including known or
unknown prior art, deficiencies in the patent application or the lack of novelty of the
underlying invention or technology. It is also possible that we will fail to identify patentable
aspects of our research and development output in time to obtain patent protection. Although
we enter into non-disclosure and confidentiality agreements with parties who have access to
confidential or patentable aspects of our research and development output, such as our
employees, consultants, scientific advisors, contractors and other third parties, any of these
parties may breach such agreements and disclose such output before a patent application is
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filed, thereby jeopardizing our ability to obtain patent protection. Moreover, publications of
discoveries in the scientific literature often lag behind the actual discoveries. Therefore, we
cannot be certain that we were the first to invent, or the first to file patent applications on, our
drug candidates or for their uses, or that our drug candidates will not infringe patents currently
issued or to be issued in the future. In the event that a third party has also filed a patent
application covering one of our drug candidates or a similar invention, our patent application

may be regarded as competing applications and may not be approved in the end.

The issuance of a patent is not conclusive as to its inventorship, scope, validity or
enforceability, and our patent rights may be challenged in the courts or patent offices in China
and other jurisdictions. We may become involved in opposition, derivation, revocation,
re-examination, post-grant review, inter partes review, or interference proceedings or similar
proceedings challenging our patent rights or the patent rights of others. In addition, a third
party may claim that our patent rights are invalid or unenforceable in a litigation. An adverse
determination in any such submission, proceeding or litigation could put one or more of our
patents at risk of being interpreted narrowly, invalidated, or ruled unenforceable and could
allow third parties to commercialize products similar or identical to our technology or drug
candidates and compete directly with us without payment to us, or result in our inability to
manufacture or commercialize drug candidates without infringing, misappropriating or
otherwise violating third-party patent rights. Consequently, we do not know whether any of our
technology or drug candidates will be protectable or remain protected by valid and enforceable
patents.

We intend to protect our intellectual property rights in our target markets. Filing,
prosecuting, maintaining, defending and enforcing patents and other intellectual property
rights with respect to our drug candidates in all jurisdictions throughout the world would be
prohibitively expensive for us. Our intellectual property rights in certain jurisdictions may
have a lessor or different scope and strength compared to those in our target markets. In
addition, the laws of certain jurisdictions do not protect intellectual property rights to the same
extent as the laws of our target markets. Consequently, in some cases, we may not be able to
obtain issued patents or other intellectual property rights covering our drug candidates in
jurisdictions outside our target markets and, as a result, we may not be able to prevent third
parties from using our inventions in all jurisdictions outside our target markets, or from selling
or importing drugs made using our inventions in and into our target markets or other
jurisdictions. Competitors and other third parties may use our technologies in jurisdictions
where we have not pursued and obtained patent and other intellectual property protection to
develop their own drugs and further, may export otherwise infringing drugs to jurisdictions
where we have patent or other intellectual property protection. These drugs may compete with
our drug candidates and our patent rights or other intellectual property rights may not be
effective or adequate to prevent them from competing. Proceedings to enforce our patent and
other intellectual property rights in foreign jurisdictions could result in substantial costs and
divert our efforts and attention from other aspects of our business, could put our patents and
other intellectual property rights at risk of being invalidated or interpreted narrowly and our
patent applications at risk of not issuing and could provoke third parties to assert claims against
us. We may not prevail in any lawsuits that we initiate and the damages or other remedies
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awarded, if any, may not be commercially meaningful. Accordingly, our efforts to enforce our
intellectual property rights around the world may be inadequate to obtain a commercial
advantage from our intellectual property. Any of the foregoing could have a material adverse
effect on our competitive position, business, financial conditions, results of operations and

prospects.

Even if we are able to obtain patent protection for our drug candidates, the term of such
protection, if any, is limited, and third parties could develop and commercialize products
and technologies similar or identical to ours and compete directly against us after the
expiration of our patent rights, if any, and our ability to successfully commercialize any
product or technology would be materially adversely affected.

Although various adjustments and extensions may be available, the term of a patent, and
the protection it affords, is limited. Even if we successfully obtain patent protection for an
approved drug candidate, it may face competition from generic or biosimilar medications once
the patent has expired. Manufacturers of generic or biosimilar drugs may challenge the scope,
validity or enforceability of our patents in court or before a patent office, and we may not be
successful in enforcing or defending those intellectual property rights and, as a result, may not
be able to develop or market the relevant product exclusively, which would have a material
adverse effect on any potential sales of that product. Given the amount of time required for the
development, testing and regulatory review of new drug candidates, patents protecting such
drug candidates might expire before or shortly after such drug candidates are commercialized.
As a result, our owned and licensed patents and patent applications may not provide us with
sufficient rights to exclude others from commercializing products similar or identical to ours.
Any of the foregoing could have a material adverse effect on our competitive position,
business, financial conditions, results of operations and prospects.

Our owned or in-licensed patents and other intellectual property may be subject to
further priority disputes or to inventorship disputes and similar proceedings.

We or our licensing partners may be subject to claims that former employees,
collaborators or other third parties have an interest in our owned or in-licensed patents or other
intellectual property. If we or our licensing partners are unsuccessful in any interference
proceedings or other priority or validity or enforceability disputes (including any patent
oppositions) to which we or they are subject, we may lose valuable intellectual property rights
through the loss of one or more patents owned or licensed or our owned or licensed patent
claims may be narrowed, invalidated, or held unenforceable. In addition, if we or our licensing
partners are unsuccessful in any inventorship disputes to which we or they are subject, we may
lose valuable intellectual property rights, such as exclusive ownership of, or the exclusive right
to use, our owned or in-licensed patents. If we or our licensing partners are unsuccessful in any
interference proceeding or other ownership, priority or inventorship dispute, we may be
required to obtain and maintain licenses from third parties, including parties involved in any
such interference proceedings or other priority or inventorship disputes. Such licenses may not
be available on commercially reasonable terms or at all, or may be non-exclusive. If we are
unable to obtain and maintain such licenses, we may need to cease the development,
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manufacture, and commercialization of one or more of our drug candidates. The loss of
exclusivity or the narrowing of our owned and licensed patent claims could limit our ability to
stop others from using or commercializing similar or identical drug products. Any of the
foregoing could result in a material adverse effect on our business, financial condition, results
of operations, or prospects. Even if we are successful in an interference proceeding or other
similar priority or inventorship disputes, it could result in substantial costs and be a distraction

to our management and other employees.

Intellectual property rights do not necessarily protect us from all potential threats to our
competitive advantage.

The degree of future protection afforded by our intellectual property rights is uncertain
because intellectual property rights have limitations, and may not adequately protect our
business, or permit us to maintain our competitive advantage. The following examples are

illustrative:

. our competitors may be able to make compounds that are similar to our drug
candidates but that are not covered by the claims of the patents that we own or have
licensed;

. we or our licensing partners or the ultimate owners of the patent rights might not
have been the first to make the inventions covered by the issued patents or pending
patent applications that we own or may in the future license, which could result in
the patent applications not issuing or being invalidated after issuing;

. we or our licensing partners or the ultimate owners of the patent rights might not
have been the first to file patent applications covering certain of our the inventions
that we own or license, which could result in the patent applications not issuing or
being invalidated after issuing;

. our competitors may independently develop similar or alternative technologies or
duplicate any of the technologies that we own or license without infringing our or
our licensing partners’ or the ultimate owners’ intellectual property rights, and even
if we defend or assert our patents by filing lawsuits alleging patent infringement and
engage in complex, lengthy and costly litigation or other proceedings, a court or
government agency with jurisdiction may find our patents invalid, unenforceable or
not infringed;

. our, our licensing partners’ or the ultimate owners’ pending patent applications may
not lead to issued patents;

. issued patents that we own or have licensed may not provide us with any competitive

advantages, or may be held invalid or unenforceable, as a result of legal challenges
by our competitors;
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. we or our licensing partners or the ultimate owners of the patent rights may obtain
patents for certain compounds many years before we obtain marketing approval for
products containing such compounds, and because patents have a limited life, which
may begin to run prior to the commercial sale of the related product, the commercial
value of such patents may be limited;

. our competitors might conduct research and development activities in countries
where we or our licensing partners or the ultimate owners of the patent rights do not
have patent rights and then use the information learned from such activities to

develop competitive products for sale in our major commercial markets;

. we or our licensing partners or the ultimate owners of the patent rights may fail to
develop additional proprietary technologies that are patentable;

. we or our licensing partners or the ultimate owners of the patent rights may not be
able to protect our intellectual property rights that we own or license across the
world or prevent unfair competitions from third parties;

. we may fail to apply for or obtain adequate intellectual property protection in all the
jurisdictions in which we operate; and

. the patents of others may have an adverse effect on our business, for example by
preventing us from marketing one or more of our drug candidates for one or more
indications.

Any of the aforementioned threats to our competitive advantage could have a material
adverse effect on our business.

Claims that our drug candidates or the sale or use of our future products infringes,
misappropriates or otherwise violates the patent or other intellectual property rights of
third parties could result in costly litigation or could require substantial time and money
to resolve, even if litigation is avoided.

Our commercial success depends upon our ability to develop, manufacture, market and
sell our drug candidates without infringing, misappropriating or otherwise violating the
intellectual property rights of others. We cannot guarantee that our drug candidates or any uses
of our drug candidates do not and will not in the future infringe third-party patents or other
intellectual property rights. It is also possible that we failed to identify, or may in the future
fail to identify, relevant patents or patent applications held by third parties that cover our drug
candidates. Additionally, pending patent applications which have been published can, subject
to certain limitations, be later amended in a manner that could cover our products or their use.

Third parties might allege that we are infringing their patent rights or that we have
misappropriated their trade secrets, or that we are otherwise violating their intellectual property

rights, whether with respect to the manner in which we have conducted our research, use or
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manufacture of the compounds we have developed or are developing. Such third parties might
resort to litigation against us or other parties we have agreed to indemnify, which litigation
could be based on either existing intellectual property or intellectual property that arises in the
future.

In order to avoid or settle potential claims with respect to any patent or other intellectual
property rights of third parties, we may choose or be required to seek a license from a third
party and be required to pay license fees or royalties or both, which could be substantial. These
licenses may not be available on acceptable terms, or at all. Even if we were able to obtain a
license, the rights may be nonexclusive, which could result in our competitors gaining access
to the same intellectual property. Ultimately, if, as a result of any actual or threatened patent
or other intellectual property claims, we are unable to enter into licenses on acceptable terms,
we could be prevented from commercializing a future approved drugs, or be forced, by court
order or otherwise, to cease some or all aspects of our business operations. Further, we could
be found liable for significant monetary damages as a result of claims of intellectual property
infringement, including treble damages and attorneys’ fees if we are found to willfully infringe
a third party’s patent.

Defending against claims of patent infringement, misappropriation of trade secrets or
other violations of intellectual property rights could be costly and time consuming, regardless
of the outcome. Furthermore, because of the substantial amount of discovery required in
connection with intellectual property litigation, there is a risk that some of our confidential
information could be compromised by disclosure during this type of litigation. Thus, even if
we were to ultimately prevail, or to settle at an early stage, such litigation could burden us with
substantial unanticipated costs.

Unfavorable outcomes in intellectual property litigation could limit our research and
development activities and/or our ability to commercialize certain future approved drugs,
and intellectual property litigation may lead to unfavorable publicity which may harm
our reputation.

If third parties successfully assert their intellectual property rights against us, we might
be barred from using certain aspects of our technology, or barred from developing and
commercializing certain future approved drugs. Prohibitions against using certain
technologies, or prohibitions against commercializing certain future approved drugs, could be
imposed by a court or by a settlement agreement between us and a plaintiff. In addition, if we
are unsuccessful in defending against allegations that we have infringed, misappropriated or
otherwise violated patent or other intellectual property rights of others, we may be forced to
pay substantial damage awards to the plaintiff. Further, not all of our licensing partners have
represented and warrantied under the license agreements that our use of in-licensed
technologies in connection with the development, manufacture or commercialization of our
drug or drug candidates will not infringe upon intellectual property rights owned by third
parties, or have agreed to indemnify, defend or hold us harmless against any intellectual
property infringement claims asserted by third parties.
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There is inevitable uncertainty in any litigation, including intellectual property litigation.
There can be no assurance that we would prevail in any intellectual property litigation, even
if the case against us is weak or flawed. If litigation leads to an outcome unfavorable to us, we
may be required to obtain a license from the intellectual property owner in order to continue
our research and development programs or to market any resulting product. It is possible that
the necessary license will not be available to us on commercially acceptable terms, or at all.
Alternatively, we may be required to modify or redesign our future approved drugs in order to
avoid infringing or otherwise violating third-party intellectual property rights. This may not be
technically or commercially feasible, may render our future approved drugs less competitive,
or may delay or prevent the entry of our future approved drugs to the market. Any of the
foregoing could limit our research and development activities, our ability to commercialize one
or more drug candidates, or both.

Most of our competitors are larger than we are and have substantially greater resources.
They are, therefore, likely to be able to sustain the costs of complex intellectual property
litigation longer than we could. In addition, the uncertainties associated with litigation could
have a material adverse effect on our ability to raise the funds necessary to conduct our clinical
trials, continue our internal research programs, in-license needed technology, or enter into
strategic partnerships that would help us bring our drug candidates to market.

In addition, any future intellectual property litigation, interference or other administrative
proceedings will result in additional expense and distraction of our personnel. An adverse
outcome in such litigation or proceedings may expose us or any future strategic partners to loss
of our proprietary position, expose us to liabilities, or require us to seek licenses that may not
be available on commercially acceptable terms, if at all, each of which could have a material
adverse effect on our business. Furthermore, during the course of any intellectual property
litigation, there could be public announcements of the results of hearings, rulings on motions,
and other interim proceedings in the litigation. If securities analysts or investors regard these
announcements as negative, the perceived value of our drug candidates, future drugs, programs
or intellectual property could be diminished. Accordingly, the price of our Shares may decline.
Such announcements could also harm our reputation or the market for our drug candidates,
which could have a material adverse effect on our business.

Obtaining and maintaining our patent protection and rights under the license agreements
depend on compliance with various procedural, document submission, fee payment and
other requirements imposed by governmental patent agencies, and our patent protection
or rights under the license agreements could be reduced or eliminated for non-compliance
with these requirements.

Periodic maintenance fees, renewal fees, annuity fees and various other governmental
fees on patents and patent applications are due to be paid to the National Intellectual Property
Administration (5 A5k 7 #EJ%)) of the PRC or World Intellectual Property Organization and
other patent agencies in several stages over the lifetime of a patent. The National Intellectual
Property Administration of the PRC or World Intellectual Property Organization and various
patent agencies require compliance with a number of procedural, documentary, fee payment
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and other similar provisions during the patent application process. We are also dependent on
our licensing partners to take the necessary action to comply with these requirements with
respect to our licensed intellectual property. Although an inadvertent lapse can in many cases
be cured by payment of a late fee or by other means in accordance with the applicable rules,
there are situations in which non-compliance can result in abandonment or lapse of the patent
or patent application, resulting in partial or complete loss of patent rights in the relevant
jurisdiction. Non-compliance events that could result in abandonment or lapse of a patent or
patent application include failure to respond to official actions within prescribed time limits,
non-payment of fees, and failure to properly legalize and submit formal documents. In
addition, under the relevant PRC law, certain filing procedures need to be conducted with
relevant procedures with respect to license agreements for patents and technology; otherwise
the terms of the license agreements may not be enforceable against a good faith third party. Any
of the above events may harm our patent protection or rights under the license agreements,
which would have a material adverse effect on our business.

We may be subject to claims asserting that our employees, consultants, independent
contractors and advisors have wrongfully used or disclosed confidential information
and/or alleged trade secrets of their current or former employers or claims asserting
ownership of what we regard as our own intellectual property.

Although we try to ensure that our employees, consultants, independent contractors and
advisors do not use the proprietary information or know-how of others in their work for us, we
may be subject to claims that these individuals or we have inadvertently or otherwise used or
disclosed confidential information and/or intellectual property, including trade secrets or other
proprietary information, of the companies that any such individual currently or formerly
worked for or provided services to. Litigation may be necessary to defend against these claims.
If we fail in defending any such claims, in addition to paying monetary damages, we may lose
valuable intellectual property rights or personnel. Even if we are successful in defending
against such claims, litigation could result in substantial costs and be a distraction to our

business.

In addition, while in the standard confidentiality and non-compete agreements with our
key personnel, we typically include undertakings regarding assignment of inventions and
discoveries made during the course of his or her employment, we may be unsuccessful in
executing such an agreement with each party who, in fact, conceives or develops intellectual
property that we regard as our own. The assignment of intellectual property rights may not be
self-executing or the assignment agreements may be breached, and we may be forced to bring
claims against third parties, or defend claims that they may bring against us, to determine the
ownership of what we regard as our intellectual property.
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Confidentiality agreements with employees and third parties may not prevent
unauthorized disclosure of trade secrets and other proprietary information.

We rely on employee and third-party confidentiality agreements to safeguard our
intellectual property, such as trade secrets, know-how and other proprietary information.
Nevertheless, there can be no guarantee that an employee or a third party will not make an
unauthorized disclosure of our proprietary confidential information. This might happen
intentionally or inadvertently. It is possible that a competitor will make use of such
information, and that our competitive position will be compromised, in spite of any legal action
we might take against persons making such unauthorized disclosures. In addition, to the extent
that our employees, consultants, contractors and other third parties use intellectual property
owned by others in their work for us, disputes may arise as to the rights in related or resulting
know-how and inventions.

Trade secrets are difficult to protect. Although we use reasonable efforts to protect our
trade secrets, our employees, consultants, contractors and other third parties might
intentionally or inadvertently disclose our trade secret information to competitors or our trade
secrets may otherwise be misappropriated. Enforcing a claim that a third party illegally
obtained and is using any of our trade secrets is expensive and time-consuming, and the
outcome is unpredictable.

We sometimes engage third parties to conduct research relevant to our drug candidates.
The ability of these individuals or research institutions to publish or otherwise publicly
disclose data and other information generated during the course of their research is subject to
certain contractual limitations. These contractual provisions may be insufficient or inadequate
to protect our confidential information. If we do not apply for patent protection prior to such
publication, or if we cannot otherwise maintain the confidentiality of our proprietary
technology and other confidential information, then our ability to obtain patent protection or
to protect our trade secret information may be jeopardized, which could adversely affect our
business.

Changes in patent law could diminish the value of patents in general, thereby impairing
our ability to protect our drug candidates.

As is the case with other pharmaceutical and biopharmaceutical companies, our success
is heavily dependent on obtaining, maintaining, enforcing and defending intellectual property,
particularly patents. Obtaining and enforcing patents in the pharmaceutical and
biopharmaceutical industry involves technological and legal complexity, and obtaining and
enforcing pharmaceutical and biopharmaceutical patents is costly, time-consuming and
inherently uncertain. Changes in either the patent laws or their interpretation in China, the U.S.
or other jurisdictions may increase the uncertainties and costs surrounding the prosecution of
our patents, diminish our ability to protect our inventions, obtain, maintain, defend, and
enforce our intellectual property rights and, more generally, affect the value of our intellectual
property or narrow the scope of our patent rights.
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The absence of patent linkage and data and market exclusivity for NMPA-approved
pharmaceutical products could increase the risk of early generic competition with our
products in China.

In many jurisdictions, various policies on patent linkage, patent term adjustments and
extensions, and data and market exclusivity may be available. For example, in the United
States, the Federal Food, Drug and Cosmetic Act, as amended by the law generally referred to
as “Hatch-Waxman,” provides for patent-term restoration, patent linkage and statutory
exclusivities that can prevent submission or approval of certain follow-on marketing
applications. These provisions, designed to promote innovation, can prevent competing
products from entering the market for a certain period of time after the FDA grants marketing
approval for the innovative product.

If we seek patent protection of our drug candidates or technology in the United States in
the future, depending upon the timing, duration and specifics of any FDA marketing approval
process for any drug candidates we may develop, one or more of our U.S. patents, if issued,
may be eligible for limited patent term extension under Hatch-Waxman. Hatch-Waxman
permits a patent extension term of up to five years as compensation for patent term lost during
clinical trials and the FDA regulatory review process. A patent term extension cannot extend
the remaining term of a patent beyond a total of 14 years from the date of drug approval, only
one patent may be extended and only those claims covering the approved drug, a method for
using it, or a method for manufacturing it may be extended. However, we may not be granted
an extension because of, for example, failing to exercise due diligence during the testing phase
or regulatory review process, failing to apply within applicable deadlines, failing to apply prior
to expiration of relevant patents, or otherwise failing to satisfy applicable requirements.
Furthermore, the applicable time period or the scope of patent protection afforded could be less

than we request.

In China, there is no currently effective law or regulation providing for patent linkage or
data exclusivity (referred to as regulatory data protection). Therefore, a lower-cost generic
drug can emerge onto the market much more quickly. PRC regulators have set forth a
framework for integrating patent linkage and data exclusivity into the Chinese regulatory
regime. To date, no relevant regulations have been issued. These factors result in weaker
protection for us against generic competition in China than could be available to us in the
United States or other applicable jurisdictions. Our competitors may obtain approval of
competing products following our patent expiration, and our business, financial condition,
results of operations, and prospects could be materially harmed.

We may not be able to protect and enforce our trademarks and trade names, or build
name recognition in our markets of interest thereby harming our competitive position.

The registered or unregistered trademarks or trade names that we own or license may be
challenged, infringed, circumvented, declared generic, lapsed or determined to be infringing on
or dilutive of other marks. We may not be able to protect our rights in these trademarks and
trade names, which we need in order to build name recognition. In addition, third parties have
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filed, and may in the future file, registration of trademarks similar or identical to our
trademarks, thereby impeding our ability to build brand identity and possibly leading to market
confusion. If they succeed in registering or developing common law rights in such trademarks,
and if we are not successful in challenging such rights, we may not be able to use these
trademarks to develop brand recognition of our products. In addition, there could be potential
trade name or trademark infringement claims brought by owners of other registered trademarks
or trademarks that incorporate variations of our registered or unregistered trademarks or trade

names.
RISKS RELATING TO OUR RELIANCE ON THIRD PARTIES

We rely on third parties to conduct our preclinical studies and clinical trials and we must
work effectively with collaborators to develop our drug candidates. If these third parties
do not successfully carry out their contractual duties or meet expected deadlines, we may
not be able to obtain regulatory approval for or commercialize our drug candidates and
our business could be substantially harmed.

In line with the industry norm, we have relied upon and plan to continue to rely upon
third-party CROs to generate, monitor or manage data for our ongoing preclinical and clinical
programs. We rely on these third parties for execution of our preclinical studies and clinical
trials, and control only certain aspects of their activities. Nevertheless, we are responsible for
ensuring that each of our studies is conducted in accordance with the applicable protocol, legal
and regulatory requirements and scientific standards, and our reliance on the CROs does not
relieve us of our regulatory responsibilities. We also engage third parties to assist in conducting
our preclinical studies in accordance with Good Laboratory Practices, or GLP, and the
Regulations for the Administration of Affairs Concerning Experimental Animals ( {EB3EIY)
B ) or the Animal Welfare Act requirements or other applicable laws or regulations.
We, our CROs for our clinical programs and our clinical investigators are required to comply
with GCPs, which are regulations and guidelines enforced by the NMPA and other comparable
regulatory authorities for all of our drug candidates under clinical development. If we or any
of our CROs or clinical investigators fail to comply with applicable GCPs, the clinical data
generated in our clinical trials may be deemed unreliable and the NMPA or comparable
regulatory authorities may require us to perform additional clinical trials before approving our
marketing applications. In addition, our clinical trials must be conducted with product
produced under GMP regulations. Our failure to comply with these regulations may require us
to repeat clinical trials, which would delay the regulatory approval process.

Our CROs have the right to terminate their agreements with us in the event of an uncured
material breach. Identifying, switching or adding, qualifying and managing performance of
CROs can be difficult, time-consuming and cause delays in our development programs. In
addition, there is a natural transition period when a new CRO commences work and the new
CRO may not provide the same type or level of services as the original provider. If any of our
relationships with our third-party CROs are terminated, we may not be able to enter into
arrangements with alternative CROs or to do so on commercially reasonable terms, and we may
not be able to meet our desired clinical development timelines.
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Our CROs are not our employees, and except for remedies available to us under our
agreements with such CROs, we cannot control whether or not they devote sufficient time and
resources to our on-going clinical, nonclinical and preclinical programs. If CROs do not
successfully carry out their contractual duties or obligations or meet expected deadlines or if
the quality or accuracy of the research data they obtain is compromised due to their failure to
adhere to our protocols, regulatory requirements or for other reasons, our clinical trials may be
extended, delayed or terminated and we may not be able to obtain regulatory approval for or
successfully commercialize our drug candidates. As a result, our results of operations and the
commercial prospects for our drug candidates would be harmed, our costs could increase and

our ability to generate revenues could be delayed or compromised.

Outsourcing these functions involves risk that third parties may not perform to our
standards, may not produce results in a timely manner or may fail to perform at all. In addition,
the use of third-party service providers requires us to disclose our proprietary information to
these parties, which could increase the risk that this information will be misappropriated. We
currently have a small number of employees, which limits the internal resources we have
available to identify and monitor our third-party service providers. To the extent we are unable
to identify and successfully manage the performance of third-party service providers in the
future, our business may be adversely affected. Though we carefully manage our relationships
with our CROs, there can be no assurance that we will not encounter similar challenges or
delays in the future or that these delays or challenges will not have a material adverse impact
on our business, financial condition and prospects

If we breach our obligations in the license agreements or otherwise experience disruptions
to our business relationships with our licensing partners, we could be required to pay
monetary damages or lose the ability to continue the development and commercialization
of our drug candidates.

We have entered into license agreements with licensing partners providing us with rights
to various intellectual property, including rights in patents and patent applications. For details,
see “Business—Collaboration and License Agreements.” These license agreements impose
diligence, development or commercialization timelines and milestone payment, royalty,
insurance and other obligations on us. If we fail to comply with our obligations under our
current or future license agreements, our counterparties may have the right to terminate these
agreements, in which event we might not be able to develop, manufacture or market any future
approved drugs or drug candidate that is covered by the licenses provided for under these
agreements or we may face claims for monetary damages or other penalties under these
agreements. Such an occurrence could diminish the value of these future approved drugs and
our business. Expiration or termination of the licenses provided for under these agreements or
reduction or elimination of our rights under these agreements may result in our having to
negotiate new or restated agreements with less favorable terms, or cause us to lose our rights
under these agreements, including our rights to important intellectual property or technology.
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We may need to obtain additional licenses from our existing licensing partners and others
to advance our research or allow commercialization of drug candidates we may develop. It is
possible that we may be unable to obtain any additional licenses at a reasonable cost or on
reasonable terms, if at all. In that event, we may be required to expend significant time and
resources to redesign our drug candidates or the methods for manufacturing them or to develop
or license replacement technology, all of which may not be feasible on a technical or
commercial basis. If we are unable to do so, we may be unable to develop or commercialize
the affected drug candidates, which could harm our business, financial condition, results of
operations and prospects significantly.

Disputes may arise regarding intellectual property subject to a license agreement,
including:

. the scope of rights granted under the license agreement and other interpretation-
related issues;

. the extent to which our technology and processes infringe, misappropriate or violate

intellectual property of the licensing partner that is not subject to the license

agreement;

. the sublicensing of patent and other rights under our collaborative development
relationships;

. our diligence obligations under the license agreement and what activities satisfy

those diligence obligations;

. the inventorship and ownership of inventions and know-how resulting from the joint
creation or use of intellectual property by our licensing partners and us; and

. the priority of invention of patented technology.

Such disputes may prevent or impair our ability to maintain our current license
arrangements on commercially acceptable terms, and we may be unable to successfully develop
and commercialize the affected drug candidates, which could have a material adverse effect on
our business, financial condition, results of operations and prospects.

In addition, the agreements under which we license intellectual property or technology
from licensing partners are complex, and certain provisions in such agreements may be
susceptible to multiple interpretations. The resolution of any contract interpretation
disagreement that may arise could eliminate or narrow what we believe to be the scope of our
rights to the relevant intellectual property or technology, or increase what we believe to be our
financial or other obligations under the relevant agreement, either of which could have a
material adverse effect on our business, financial condition, results of operations and
prospects.
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If the joint development committees that we establish with our licensing partners do not
perform properly, or cannot reach a decision in any matter properly before it, the
development of the relevant drug candidates may be materially and adversely affected.

Licensing agreements with licensing partners typically require us to establish joint
development committees with the respective licensing partners. Such joint development
committees are usually responsible for facilitating the communications between us and the
licensing partners, reviewing and approving the development plans, and setting strategies for
obtaining regulatory approvals. As the joint development committees monitor the development
progress and make key decisions on development strategies, the development of the relevant
drug candidates may be materially and adversely affected if such joint development committees
do not perform properly. In addition, pursuant to the licensing agreements, the joint
development committees usually consist of equal members from us and the respective licensing
partners. If a joint development committee cannot reach a decision in any matter properly
before it due to deadlock, such matter may need to be resolved by the senior management of
us and the respective licensing partner through negotiations, which may lead to delays in drug
development and may damage the relationship between us and the respective licensing partner

if further disputes arise from such negotiations.

We rely on third parties (including our licensing partners) to manufacture and supply
certain of our drug candidates or key materials for manufacturing our future approved
drugs, and if those third parties fail to provide us with sufficient quantities of product or
fail to do so at acceptable quality levels or prices, our business could be harmed.

Although we have developed our own manufacturing facility and produced certain drug
products by ourselves for clinical trial purposes, we may still from time to time engage CMOs
and rely on certain third parties (such as our licensing partners) to supply certain of our drug
candidates or key materials, including active pharmaceutical ingredients, or APIs, and other
raw materials. For the commercial manufacturing of our future approved drugs, we may also
rely on CMOs or third parties. For example, pursuant to the TABO14 In-license Agreement,
upon the receipt of the requisite regulatory approvals, we will be responsible for the
commercialization and distribution of TABO14 in China and TOT BIOPHARM will be
responsible for manufacturing and supply of TABO14 to us at pre-agreed unit prices.

Reliance on third-party suppliers may expose us to the following risks, any of which
could limit supply of our drug candidates or key materials for manufacturing our drug
candidates used in clinical trials or for the commercial sale, result in higher costs, or impair
our ability to continue our research and development or deprive us of potential product

revenues:

. our CMOs, or other third parties we rely on, may encounter difficulties in achieving
the volume of production needed to satisfy commercial demand or clinical trial
demand in a timely manner, may experience technical issues that impact quality or
compliance with applicable and strictly enforced regulations governing the
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manufacture of pharmaceutical products, may experience shortages of qualified
personnel to adequately staff production operations and may be subject to natural or
man-made disasters, epidemics, hostilities, social unrest, and other factors out of
their control;

our CMOs, or other third parties we rely on, in particular in relation to
difficult-to-make drugs or key materials, may increase the prices of drugs or key
materials supplied to us, and, if we are unable to increase our prices in response to
cost increases, our profit margin will decrease and our results of operations will

suffer;

our CMOs, or other third parties we rely on, could default on their agreements with
us to meet our requirements for commercial supply of our future approved drugs or
key materials or supply of drug candidates or key materials for manufacturing our

drug candidates used in clinical trials;

our CMOs, or other third parties we rely on, may not perform as agreed to
successfully produce, store, sell and distribute our future approved drugs or key
materials and we may incur additional cost;

our CMOs, or other third parties we rely on, are subject to ongoing periodic
unannounced inspection by the regulatory authorities and we do not have control
over their compliance with these regulations and requirements;

if our CMOs, or other third parties we rely on, were to terminate our arrangements,
we may be forced to delay the commercialization of our future approved product or
impair our ability to continue our research and development and we may be unable
to identify third-party manufacturers on acceptable terms or at all because the
NMPA or other comparable regulatory authorities may carry out the extended
examination activities for the manufactures to verify the authenticity and

consistency of the application materials;

our CMOs, or other third parties we rely on, may not properly obtain, protect,
maintain, defend or enforce our intellectual property rights or may use our
intellectual property or proprietary information in a way that gives rise to actual or
threatened litigation that could jeopardize or invalidate our intellectual property or
proprietary information or expose us to potential liability; and

our CMOs, or other third parties we rely on, may infringe, misappropriate or

otherwise violate the patent, trade secret or other intellectual property rights of third
parties.
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Furthermore, in line with industry norm, we rely on our licensing partners to, among
others, supply some of our drug candidates or the key materials to support both clinical
development and commercialization, and thus may be at risk if the business of any of such
licensing partners runs into difficulties that would, as the case may be, undermine its ability
to guarantee sufficient clinical or commercial supplies to us, provide technical assistance that
we may from time to time require, or fulfill other contractual obligations that may be material
to our business. Our current or future licensing partners are typically biotech or pharmaceutical
companies themselves, some of which may be at early stage of development with limited cash
flow from operations. These early-stage biotech or pharmaceutical companies may experience
difficulties in their business operations, financial position or liquidity for a variety of reasons
that are relevant to them, within or out of their control. Due to the limited sources we could
procure such drug candidates or key materials, any significant disruption in our supply
relationships or significant delay in the supply of any drug candidate or key materials could
harm our business.

Our reliance on third parties reduces our control over our development and
commercialization activities but does not relieve us of our responsibility to ensure compliance
with all required legal, regulatory and scientific standards. For example, the NMPA requires
that our drug candidates and any products that we may eventually commercialize be
manufactured according to GMP. Any failure by our third-party manufacturers to comply with
GMP or failure to scale up manufacturing processes, including any failure to deliver sufficient
quantities of drug candidates in a timely manner, could lead to a delay in, or failure to obtain,
regulatory approval of any of our drug candidates, or result in inability to meet our commercial
or clinical trial demand. In addition, such failure could be the basis for the regulatory
authorities to issue a warning or untitled letter, withdraw approvals for products previously
granted to us, or take other regulatory or legal action, including recall or seizure, total or partial
suspension of production, suspension of ongoing clinical trials, refusal to approve pending
applications or supplemental applications, detention of products, refusal to permit the import

or export of products, injunction, imposing civil penalties or pursuing criminal prosecution.

Our employees, collaborators, service providers, independent contractors, principal
investigators, consultants, vendors and CROs may engage in misconduct or other
improper activities, including noncompliance with regulatory standards and
requirements.

We are exposed to the risk that our employees, collaborators, service providers,
independent contractors, principal investigators, consultants, vendors and CROs may engage in
fraudulent or other illegal activity with respect to our business. Misconduct by these parties
could include intentional, reckless and/or negligent conduct or unauthorized activity that
violates NMPA’s or comparable regulatory authorities’ regulations, manufacturing standards,
laws that require the true, complete and accurate reporting of financial information or data and
other applicable rules and regulations.
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We may not be able to identify and deter employee from misconduct, and the precautions
we take to detect and prevent this activity may not be effective in controlling unknown or
unmanaged risks or losses or in protecting us from governmental investigations or other actions
or lawsuits stemming from non-compliance with such laws or regulations. If any such actions
are instituted against us, and we are not successful in defending ourselves or asserting our
rights, those actions could have a significant impact on our business, including the imposition
of civil, criminal and administrative penalties, damages, monetary fines, possible exclusion
from the NRDL or comparable lists, contractual damages, reputational harm, diminished
profits and future earnings and curtailment of our operations.

RISKS RELATING TO OUR INDUSTRY, BUSINESS AND OPERATIONS

We operate in a competitive industry and, if competing drugs are more effective, have
fewer side effects, are more effectively marketed and cost less than our drug candidates,
or receive regulatory approval or reach the market earlier, our drug candidates may fail
to compete effectively.

The ophthalmic pharmaceutical industry is highly competitive. We face potential
competition from many different actors, including large multinational pharmaceutical
companies, established biopharmaceutical companies, specialty pharmaceutical companies,
academic institutions and public and private research institutions. These entities are or may be
seeking to develop drugs, therapies and approaches to treat our targeted diseases or their
underlying causes.

Many of the companies we are competing against or against which we may compete in
the future have significantly greater financial resources and expertise in research and
development, manufacturing, preclinical testing, conducting clinical trials, obtaining
regulatory approvals and marketing approved drugs than we do. We anticipate that we will face
intense and increasing competition as new drugs enter the market and advanced technologies
become available. Our commercial opportunity could be reduced or eliminated if our
competitors develop and commercialize drugs that are safer, more effective, have fewer or less
severe side effects, are more convenient or are less expensive than the drugs that we may
develop or commercialize. Our competitors also may obtain approval from the NMPA or other
comparable regulatory authorities for their drugs more rapidly than we, which could result in
their establishing a strong market position before we are able to enter. They may render our
drug candidates obsolete or non-competitive before we can recover expenses of developing and
commercializing our drug candidates.

Mergers and acquisitions in the ophthalmic pharmaceutical industry may result in even
more resources being concentrated among a smaller number of our competitors. Smaller and
other early-stage companies may also prove to be significant competitors, particularly through
collaborative arrangements with large and established companies. These third parties compete
with us in recruiting and retaining qualified scientific and management personnel, establishing
clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies
complementary to, or necessary for, our development pipelines.
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The loss of any key members of our senior management team or our inability to attract
and retain qualified personnel could adversely affect our business.

Our success depends in part on our continued ability to attract, retain and motivate
qualified management and scientific personnel. Accordingly, we are highly dependent upon our
senior management, as well as other key scientific personnel and consultants. Although we
have formal employment agreements with each of our executive officers, these agreements do
not prevent our executives from terminating their employment with us. The loss of the services
of any of these persons could impede the achievement of our research, development and
commercialization objectives and seriously harm our ability to successfully implement our
business strategy.

In recognition of the contributions of our Director, employees and consultants to our
business and to incentivize them to further promote our development, our Company adopted
the Pre-IPO Share Option Scheme on November 17, 2020. The value to employees of equity
grants under such scheme that vest over time may be significantly affected by movements in
the market price of our Shares that are beyond our control, and may at any time be insufficient
to counteract more lucrative offers from other companies. Although we have employment
agreements with our key employees, they could decide to terminate employment with us.

Recruiting and retaining qualified scientific, technical, clinical, manufacturing and sales
and marketing personnel in the future will also be critical to our success. In addition, we rely
on consultants and advisors, including scientific and clinical advisors, to assist us in
formulating our drug portfolio, clinical development and commercialization strategies. The
loss of the services of these key employees and consultants could impair our ability to maintain
daily operation and to achieve research, development and commercialization objective.

Furthermore, replacing executive officers, key employees or consultants may be difficult
and may take an extended period of time because of the limited number of individuals in our
industry with the breadth of skills and experience required to successfully develop, gain
regulatory approval of and commercialize products like those we develop. Competition to hire
from this limited pool is intense, and we may be unable to hire, train, retain or motivate these
key personnel or consultants on acceptable terms. To compete effectively, we may need to offer
higher compensation and other benefits, which could materially and adversely affect our
financial condition and results of operations. Any inability to attract, motivate or retain
qualified scientists or other technical personnel may have a material adverse effect on our
business, financial condition, results of operations, cash flows and prospects.
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The data and information that we gather in our research and development process could
be inaccurate or incomplete.

We collect, aggregate, process, and analyze data and information from our preclinical
studies and clinical programs. We also engage in substantial information gathering following
the identification of a promising drug candidate. Because data in the pharmaceutical industry
is fragmented in origin, inconsistent in format, and often incomplete, the overall quality of data
collected or accessed in the pharmaceutical industry is often subject to challenge, the degree
or amount of data which is knowingly or unknowingly absent or omitted can be material, and
we often discover data issues and errors when monitoring and auditing the quality of our data.
If we make mistakes in the capture, input, or analysis of these data, our ability to advance the
development of our drug candidates may be materially harmed and our business, prospects and

reputation may suffer.

We also engage in the procurement of regulatory approvals necessary for the development
and commercialization of our drug candidates, for which we manage and submit data to
governmental entities. These processes and submissions are governed by complex data
processing and validation policies and regulations. Notwithstanding such policies and
regulations, interim, top-line or preliminary data from our clinical trials that we announce or
publish from time to time may change as more patient data become available and are subject
to audit and verification procedures that could result in material changes in the final data, in
which case we may be exposed to liability to a customer, court or government agency that
concludes that our storage, handling, submission, delivery, or display of health information or
other data was wrongful or erroneous. Even unsuccessful claims could result in substantial
costs and diversion of management time, attention, and resources. A claim brought against us
that is uninsured or under-insured could harm our business, financial condition and results of

operations.

In addition, we rely on CROs, our business partners and other third parties to monitor and
manage data for some of our ongoing preclinical and clinical programs and control only certain
aspects of their activities. If any of our CROs, our business partners or other third parties does
not perform to our standards in terms of data accuracy or completeness, data from those
preclinical and clinical trials may be compromised as a result, and our reliance on these parties
does not relieve us of our regulatory responsibilities. For a detailed discussion, see “—Risks
Relating to Our Reliance on Third Parties—We rely on third parties to conduct our preclinical
studies and clinical trials and we must work effectively with collaborators to develop our drug
candidates. If these third parties do not successfully carry out their contractual duties or meet
expected deadlines, we may not be able to obtain regulatory approval for or commercialize our

drug candidates and our business could be substantially harmed.” above.
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We are subject to risks in relation to acquisitions or strategic partnerships.

From time to time, we may evaluate various acquisitions and strategic partnerships,
including in-licensing or acquiring complementary products, intellectual property rights,
technologies or businesses. Any potential acquisition or strategic partnership may entail
numerous risks, including:

. increased operating expenses and cash requirements and increase our near and
long-term expenditures;

. difficulties in assimilating operations, intellectual property and products of an
acquired company, including difficulties associated with integrating new personnel;

. the diversion of our management’s attention from our existing drug programs and
initiatives in pursuing such a strategic transaction;

. the loss of key personnel and uncertainties in our ability to maintain key business
relationships;
. risks and uncertainties associated with the other party to such a transaction,

including the prospects of that party and their existing drugs or drug candidates and
regulatory approvals;

. risks and uncertainties associated with the other party’s intellectual property,
including potential disputes in relation to the ownership and validity of patents
involved in the transaction; and

. our inability to generate revenue from acquired technology and/or products
sufficient to meet our objectives in undertaking the acquisition or even to offset the
associated acquisition and maintenance costs.

We face significant competition in seeking appropriate strategic partners and the
negotiation process is time-consuming and complex. Moreover, we may not be successful in
our efforts to establish a strategic partnership or other alternative arrangements for our drug
candidates because they may be deemed to be at too early of a stage of development for
collaborative effort and third parties may not view our drug candidates as having the requisite
potential to demonstrate safety and efficacy or commercial viability. In addition, if we
undertake acquisitions, we may issue dilutive securities, assume or incur debt obligations,
incur large one-time expenses and acquire intangible assets that could result in significant
future amortization expense. For any drug candidates that we may seek to in-license from third
parties, we may face significant competition from other pharmaceutical or biotechnology
companies with greater resources or capabilities than us, and any agreement that we do enter
into may not result in the anticipated benefits. Any collaborations involving our drug
candidates are subject to numerous risks, which may include the following:

. collaborators have significant discretion in determining the efforts and resources
that they will apply to a collaboration;
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collaborators may not pursue development and commercialization of our drug
candidates or may elect not to continue or renew development or commercialization
programs based on clinical trial results, changes in their strategic focus due to the
acquisition of competitive drugs, availability of funding, or other external factors,
such as a business combination that diverts resources or creates competing
priorities;

collaborators may delay clinical trials, provide insufficient funding for a clinical
trial, stop a clinical trial, abandon a drug candidate, repeat or conduct new clinical

trials, or require a new formulation of a drug candidate for clinical testing;

collaborators could independently develop, or develop with third parties, drugs that
compete directly or indirectly with our drug candidates;

collaborators with marketing and distribution rights to one or more of our drug
candidates may not commit sufficient resources to their marketing and distribution;

collaborators may not properly obtain, protect, maintain, defend or enforce our
intellectual property rights or may use our intellectual property or proprietary
information in a way that gives rise to actual or threatened litigation that could
jeopardize or invalidate our intellectual property or proprietary information or
expose us to potential liability;

disputes may arise between us and a collaborator that cause the delay or termination
of the research, development or commercialization of our drug candidates, or that
result in costly litigation or arbitration that diverts management attention and

resources;

collaborators may experience difficulties in their business operations, financial
position or liquidity that would undermine their ability to fulfill contractual
obligations that may be material to our business;

collaborations may be terminated and, if terminated, may result in a need for
additional capital to pursue further development or commercialization of the
applicable drug candidates; and

collaborators may own or co-own intellectual property covering our drug candidates
that results from our collaborating with them, and in such cases, we may not have
the exclusive right to commercialize such intellectual property.

As a result, we may not be able to realize the benefit of current or future collaborations,

strategic partnerships or the license of our third-party drugs if we are unable to successfully

integrate such products with our existing operations and company culture, which could delay

our timelines or otherwise adversely affect our business. We also cannot be certain that,

following a strategic transaction or license, we will achieve the revenue or specific net income
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that justifies such transaction. If we are unable to reach agreements with suitable collaborators
on a timely basis, on acceptable terms, or at all, we may have to curtail the development of a
drug candidate, reduce or delay its development program or one or more of our other
development programs, delay its potential commercialization or reduce the scope of any sales
or marketing activities, or increase our expenditures and undertake development or
commercialization activities at our own expense. If we elect to fund and undertake
development or commercialization activities on our own, we may need to obtain additional
expertise and additional capital, which may not be available to us on acceptable terms or at all.
If we fail to enter into collaborations and do not have sufficient funds or expertise to undertake
the necessary development and commercialization activities, we may not be able to further
develop our drug candidates or bring them to market and generate product sales revenue, which
would harm our business prospects, financial condition and results of operations.

PRC regulations and rules concerning mergers and acquisitions, including the M&A
Rules, and other recently adopted regulations and rules with respect to mergers and
acquisitions established additional procedures and requirements that could make merger and
acquisition activities by foreign investors more time-consuming and complex. For example, the
M&A Rules require that the MOFCOM be notified in advance of any change-of-control
transaction in which a foreign investor takes control of a PRC domestic enterprise, if (i) any
important industry is concerned, (ii) such transaction involves factors that have or may have
impact on the national economic security, or (iii) such transaction will lead to a change in
control of a domestic enterprise which holds a famous trademark or PRC time-honored brand.
In addition, the Regulations on Implementation of Security Review System for the Merger and
Acquisition of Domestic Enterprise by Foreign Investors ( 50 E 4 M 4% & & B 55 A
ELEFATEMIE) ), or the Security Review Rules, issued by the MOFCOM specify
that mergers and acquisitions by foreign investors that raise “national defense and security”
concerns and mergers and acquisitions through which foreign investors may acquire the de
facto control over domestic enterprises that raise “national security” concerns are subject to
strict review by the MOFCOM, and the rules prohibit any activities attempting to bypass a
security review by structuring the transaction through, among other things, trusts, entrustment
or contractual control arrangements. In the future, we may grow our business by acquiring
potential new drug candidates. Complying with the requirements of the above-mentioned
regulations and other relevant rules to complete such transactions could be time-consuming,
and any required approval and filing processes, including obtaining approval or filings from
the MOFCOM or its local counterparts may delay or inhibit our ability to complete such
transactions. It is unclear whether our business would be deemed to be in an industry that raises
“national defense and security” or “national security” concerns. However, the MOFCOM or
other government agencies may publish explanations in the future determining that our
business is in an industry subject to the security review, in which case our future acquisitions
in China, including those by way of entering into contractual control arrangements with target
entities, may be closely scrutinized or prohibited. Our ability to expand our business or
maintain or expand our market share through future acquisitions would as such be materially
and adversely affected.
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Our operations and business plans may be adversely affected by the COVID-19 pandemic.

An outbreak of a respiratory disease COVID-19 was first reported in December 2019 and
continues to expand across globally. In March 2020, the World Health Organization
characterized the COVID-19 outbreak as a pandemic. Significant rises in COVID-19 cases
have been reported since then, causing governments around the world to implement
unprecedented measures such as city lockdowns, travel restrictions, quarantines and business
shutdowns. The COVID-19 outbreak is expected to have an unprecedented impact on the global
economy as it has significantly reduced market liquidity and depressed economic activities.

The COVID-19 outbreak has caused and may continue to cause a long-term adverse
impact on the economy and social conditions in China and other affected countries, which may
have an indirect impact on the Chinese ophthalmic drug market, and adversely affect our
business operations, including the manufacturing and supply chain, sales and marketing and
clinical trial operations of us and our licensing partners, and the ability to advance our research
and development activities and pursue development of any of our pipeline products. For
example, in the Phase I clinical trial of TABO14, a few subjects were not included due to the
delay in data collection and analysis caused by the COVID-19 outbreak. Our licensing partners
also have similarly experienced delays in their clinical trials due to the outbreak of COVID-19
in their respective territories. In addition, we have briefly experienced delays in the import of
equipment and machinery and procurement of raw materials in China due to the COVID-19
outbreak. See “Summary—Recent Developments—Impact of the COVID-19 Outbreak.”

As of the Latest Practicable Date, although the PRC government gradually contained the
spread of COVID-19 in China, we were uncertain as to when the COVID-19 pandemic would
be completely contained globally. Outbreaks may occur again and may result in similar
business interruptions and delays in the clinical trials in the future.

There are no comparable recent events that provide guidance as to the effect the
COVID-19 outbreak as a pandemic may have, and, as a result, we cannot predict whether
COVID-19 will have long-term impact on our business operations. To the extent the outbreak
of COVID-19 results in delay and interruptions to our or our licensing partners’ clinical trials
in the future, such delays may result in increased development costs for our products and drug
candidates, which could cause the value of our Company to decline and limit our ability to
obtain additional financing.

We may explore various forms of collaboration outside of China, which will expose us to
additional risks of conducting business in additional international markets.

We plan to expand our global footprint through organic growth and collaborations.
Engaging in international business relationships subject us to additional risks, including:

. efforts to enter into collaboration or license arrangements with third parties in
connection with our international sales, marketing and distribution efforts may
increase our expenses;
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. unexpected changes in laws and regulatory requirements and difficulty of effective

enforcement of contractual provisions in local jurisdictions;

. inadequate intellectual property protection such as third parties obtaining and
maintaining patent, trade secret and other intellectual property protection and
regulatory exclusivity for our drug candidates;

. unexpected changes in or imposition of trade restrictions, such as tariffs, sanctions
or other trade controls, and similar regulatory requirements;

. compliance with tax, employment, immigration and labor laws for employees
traveling abroad;

. the effects of applicable foreign tax structures and potentially adverse tax
consequences;

. currency fluctuations, which could result in increased operating expenses and

reduced revenue;

o workforce uncertainty and labor unrest;

. failure of our employees and contracted third parties to comply with anti-corruption
and anti-bribery laws, such as United States Department of the Treasury’s Office of
Foreign Assets Control rules and regulations and the United States Foreign Corrupt
Practices Act of 1977, as amended, or FCPA; and

. business interruptions resulting from geo-political actions and cultural climate or
economic condition, including war and acts of terrorism, or natural disasters,

including earthquakes, volcanoes, typhoons, floods, hurricanes and fires.

These and other risks may materially adversely affect our ability to attain or sustain any
future revenue from international markets.

We may fail to comply with laws, regulations and industry standards, or obtain or renew
certain approvals, licenses, permits and certificates required for our business.

A number of governmental agencies or industry regulatory bodies in China impose strict
rules, regulations and industry standards governing pharmaceutical and biotechnology research
and development activities, which apply to us. In addition, we are also subject to laws and
regulations with respect to our overall operations. Pursuant to applicable laws and regulations,
we are required to comply with laws and regulations of, or obtain and maintain various
approvals, licenses, permits and certificates from, the relevant authorities to operate our
business. Some of these approvals, permits, licenses and certificates are subject to periodic
renewal and reassessment by the relevant authorities. Such laws, regulations and the standards

of such renewal and reassessment may change from time to time. During the Track Record
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Period, we failed to timely complete the relevant administrative procedures, such as fire
protection filing procedures. We are currently in the process of completing the relevant fire
protection filing procedures. As confirmed by competent government authorities, such failures
will not affect our normal business operations in all material aspects. Any failure to comply
with such laws and regulations or any failure to obtain or renew any approvals, licenses,
permits and certificates necessary for our operations may result in termination of ongoing
research, administrative penalties imposed by regulatory bodies, the disqualification of data for
submission to regulatory authorities or enforcement actions. These may lead to cease of
operations and corrective measures requiring capital expenditure or remedial actions, which in
the future could materially and adversely affect our reputation, business, financial condition
and results of operations.

Furthermore, if the interpretation or implementation of existing laws and regulations
changes or new regulations come into effect requiring us to obtain any additional approvals,
permits, licenses or certificates that were previously not required to operate our existing
businesses, we cannot assure you that we will successfully obtain such approvals, permits,
licenses or certificates. Our failure to obtain the additional approvals, permits, licenses or
certificates may restrict the conduct of our business, decrease our revenues and increase our
costs, which could materially reduce our profitability and prospects.

The manufacture of pharmaceutical drugs is a highly exacting and complex process and
our business could be materially and adversely affected if we encounter problems in
manufacturing our future drugs.

Problems may arise during manufacturing, particularly in technology transfer, scaling up
or out, validating the production process, and assuring high reliability of the manufacturing
process, for a variety of reasons, including but not limited to:

. equipment malfunction;

. effectiveness of our quality control and quality assurance policies;

. shortages in raw materials that meet regulatory agency standards or specifications;

. delays related to the construction of new facilities or the expansion of our future

manufacturing facility, including changes in manufacturing production sites and

limits to manufacturing capacity due to regulatory requirements;

. changes in the types of products produced, manufacturing methods and formulation
which could cause the drug candidates to perform differently;

. failure to receive sufficient technical assistance from our business partners in the
process of technology transfer;

. physical limitations that could inhibit continuous supply;
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. shortages of qualified personnel or key contractors; and

. man-made or natural disasters and environmental factors.

If problems arise during the production of a batch of product, that batch of product may
have to be discarded. This may lead to, among other things, increased costs, lost revenue,
damage to customer relationships and additional time and expense spent investigating the
cause. If problems are not discovered before the product is released to the market, recall and
product liability costs may also be incurred. We face additional manufacturing risks in relation
to the CMOs we engage and other third parties we may rely on from time to time. See “—Risks
Relating to Our Reliance on Third Parties—We rely on third parties (including our licensing
partners) to manufacture and supply certain of our drug candidates or key materials for
manufacturing our future approved drugs, and if those third parties fail to provide us with
sufficient quantities of product or fail to do so at acceptable quality levels or prices, our
business could be harmed.” Upon occurrence of any of the foregoing, we may be required to
delay or suspend our manufacturing activities. We may be unable to secure temporary,
alternative manufacturers for our drugs with the terms, quality and costs acceptable to us, or
at all. Such occurrences could delay our clinical trials and/or the availability of our products
for commercial sale and may harm our market reputation and relationship with business
partners. Moreover, we may spend significant time and costs to remedy these deficiencies
before we can continue production at our manufacturing facilities.

In addition, the quality of our products, including drug candidates manufactured by us for
research and development purposes and drugs manufactured by us for commercial sales,
depends significantly on the effectiveness of our quality control and quality assurance, which
in turn depends on factors such as the production processes used in our manufacturing
facilities, the quality and reliability of equipment used, the qualifications and skills of our staff,
and the quality of related training programs and our ability to ensure that our employees adhere
to our quality control and quality assurance protocol. However, we cannot assure you that our
quality control and quality assurance procedures will be effective in consistently preventing
and resolving deviations from our quality standards. Any significant failure or deterioration of
our quality control and quality assurance protocol could render our products unsuitable for use
and/or not in compliance with the relevant requirements of the GMP. Any such occurrences
may have a material adverse effect on our business, financial condition and results of
operations.

If our manufacturing facility is not approved by regulators, is damaged or destroyed, or
production at such facility is otherwise interrupted, our business and prospects would be
negatively affected.

Our Nansha manufacturing facility is designed and built for ophthalmic drugs in
compliance with cGMP requirements of China, the United States and the EU with full
manufacturing capability and ready for commercial-scale production. In anticipation of our
product launches in the coming years, we are also expanding our annual manufacturing
capacity within the Nansha manufacturing facility, which is expected to be completed by the
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end of 2022. Our Nansha manufacturing facility will be required to obtain and maintain
regulatory approvals, including being subject to ongoing, periodic inspection by the NMPA or
other comparable regulatory authorities to ensure compliance with GMP regulations.
Accordingly, we must continue to expend time, money and effort in all areas of regulatory
compliance, including manufacturing, production and quality control. We cannot guarantee that
we will be able to adequately follow and document our adherence to such GMP regulations or
other regulatory requirements. Furthermore, if the interpretation or implementation of existing
laws and regulations changes or new regulations come into effect, we may be required to obtain
additional approvals, permits, licenses or certificates and we cannot assure you that we will be
able to do so.

If our Nansha manufacturing facility is not approved by regulators or damaged or
destroyed, or otherwise subject to disruption, it would require substantial lead-time to replace
our manufacturing capabilities. In such event, we would be forced to identify and rely partially
or entirely on third-party manufacturers for an indefinite period of time. Any new facility
needed to replace an existing production facility would need to comply with the necessary
regulatory requirements and be tailored to our production requirements and processes. We also
would need regulatory approvals before using any products or drugs manufactured at a new
facility in clinical trials or selling any products or drugs that are ultimately approved. Any
disruptions or delays at our facility or its failure to meet regulatory compliance would impair
our ability to develop and commercialize our products or drug candidates, which would
adversely affect our business and results of operations.

We may not be able to expand our manufacturing capacity as planned.

In anticipation of our product launches in the coming years, we are expanding our annual
manufacturing capacity within the Nansha manufacturing facility, which is expected to be
completed by the end of 2022. However, the timing and success of these plans are subject to
significant uncertainty. There may be significant changes in the macroeconomics of the
pharmaceutical and biopharmaceutical industry, including, among other things, market
demand, product and supply pricing trends and customer preferences. Any adverse trends in
these respects could result in operational inefficiency and unused capacity in our facilities. We
may also experience various unfavorable events in the course of developing our new
manufacturing capabilities, including unforeseen delays due to regulatory issues, natural
disasters, health epidemics or other similar conditions, cost overruns, and difficulty in finding
sufficient numbers of trained and qualified staff.

The success of our business expansion also depends on our ability to advance drug
candidates through the development, regulatory approval and commercialization stages. Any
delay, suspension or termination in such respects would harm our ability to generate
satisfactory returns on our investment in manufacturing expansion, if at all, which in turn could
have a material adverse effect on our business, financial condition and results of operations.
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We face potential liabilities, in particular, product liability claims or lawsuits could cause
us to incur substantial liabilities.

We face an inherent risk of product liability as a result of the clinical trials of our drug
candidates, and we will face an even greater risk if we produce, market, promote and
commercialize any drug candidates. Any such product liability claims may include allegations
of defects in manufacturing, quality assurance, storage, transportation and distribution, defects
in design, improper, insufficient or improper labeling of products, insufficient or misleading
disclosures of side effects or dangers inherent in the product, negligence, strict liability and a
breach of warranties. If we cannot successfully defend ourselves against product liability
claims, we may incur substantial liabilities or be required to limit commercialization of our
drug candidates. Even successful defense would require significant financial and management
resources. There is also risk that third parties we have agreed to indemnify could incur liability.
Regardless of the merits or eventual outcome, liability claims may result in:

. decreased demand for our drug candidates or any resulting products;

. injury to our reputation;

. withdrawal of clinical trial participants;

. costs to defend the related litigation;

. a diversion of management’s time and our resources;

. substantial monetary awards to trial participants or patients;

. product recalls, withdrawals or labeling, marketing or promotional restrictions;

. loss of revenue;

. the inability to commercialize our drug candidates; and

. a decline in our Share price.

If we are unable to defend ourselves against such claims in the PRC, among other things,
we may be subject to civil liability for physical injury, death or other losses caused by our
products and to criminal liability and the revocation of our business licenses if our products are
found to be defective. Even if we are able to successfully defend ourselves against any such
product liability claims, doing so may require significant financial resources and the time and
attention of our management.

We maintain insurance policies that are required under PRC laws and regulations as well

as based on our assessment of our operational needs and industry practice. We also maintain
product liability insurance covering our clinical trials. In the future, our inability to obtain and
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retain sufficient product liability insurance at an acceptable cost to protect against potential
product liability claims could prevent or inhibit the commercialization of products we develop.
Even if we maintain such insurance, any claim that may be brought against us could result in
a court judgment or settlement in an amount that is not covered, in whole or in part, by our
insurance or that is in excess of the limits of our insurance coverage. Insurance policies may
also have various exclusions, and we may be subject to a product liability claim for which we
have no coverage. We will have to pay any amounts awarded by a court or negotiated in a
settlement that exceed our coverage limitations or that are not covered by our insurance, and
we may not have, or be able to obtain, sufficient capital to pay such amounts.

Changes in government regulations or in practices relating to the pharmaceutical and
biopharmaceutical industries, including healthcare reform in China, may have a material
adverse impact on us.

The drug market is heavily regulated in China. Changes in government regulations or in
practices relating to the pharmaceutical and biopharmaceutical industries, such as a relaxation
in regulatory requirements or the introduction of simplified approval procedures which will
lower the entry barrier for potential competitors, or an increase in regulatory requirements
which may cause difficulty for us to satisfy such requirements, may have a material adverse
impact on our business, financial condition, results of operations and prospects. Our licensing
partners gain exposure to the China market through license arrangements with us. If China
modifies regulations which materially and adversely affects collaboration with foreign
pharmaceutical or biopharmaceutical companies, our business, financial condition, results of
operations and prospects may be materially and adversely affected as well.

Our generic drug candidates may face intense competition from other competing
manufacturers, and if an improved version of an originator drug is developed or if the
market acceptance for the originator drug significantly declines, potential sales of our
generic drug candidates may suffer.

Generic drugs must meet high standards to receive regulatory approvals and approved
generic drugs are generally only sold after patents and exclusivities protecting the brand-name
version end. Many branded ophthalmic drugs do not have generic competition in China. As a
result, we plan to initially focus on first-to-market generics as we believe speed to market and
first-mover advantages in terms of market share and pricing power are critical commercial
considerations for this drug class. However, we anticipate that our current or future generic
drug candidates may face intense competition from competing manufacturers in China who
seek to manufacture the same or similar generic drug candidates we selected. If our competitors
succeed in developing and manufacturing competing generic drugs and obtaining regulatory
approvals before us or may be able to more effectively control the production costs and offer
more competitive price, we may not be able to enjoy significant first-mover advantages,
achieve significant market share or maintain competitive position for such candidates.

- 102 -



RISK FACTORS

In addition, post-marketing improvement of an originator drug may occur from time to
time. For example, originator companies may develop improved versions of an originator drug
as part of a life cycle extension strategy and may obtain regulatory approval of the improved
version under a new or supplemental application filed with the applicable regulatory authority.
Should the originator company succeed in obtaining an approval of such improved drug, it may
capture a significant share of the originator drug market in the applicable jurisdiction and

thereby significantly reduce the market for our generic products.

Moreover, originator drugs face competition as technological advances are made or new
drugs are introduced. If new products that compete with the originator drugs are approved,
sales of the originator products and our generic drugs to such originators may be significantly
and adversely impacted. Any of the above developments could have a material adverse effect
on our business, financial condition and results of operations.

If we fail to comply with applicable anti-bribery laws, our reputation may be harmed and
we could be subject to penalties and significant expenses that have a material adverse
effect on our business, financial condition and results of operations.

We are subject to anti-bribery laws in China that generally prohibits companies and their
intermediaries or employees from making payments to public officials for the purpose of
obtaining or retaining business or securing any other improper advantage. Although we have
policies and procedures designed to ensure that we, our employees and our intermediaries
comply with anti-bribery laws, there is no assurance that such policies or procedures will
protect us against liability under such laws for actions taken by our employees and
intermediaries with respect to our business or any businesses that we acquire. Failure to comply
with anti-bribery laws could disrupt our business and lead to severe criminal and civil
penalties, including imprisonment, criminal and civil fines, loss of our export licenses,
suspension of our ability to do business with the government, denial of government
reimbursement for our products and/or exclusion from participation in government healthcare
programs. Other remedial measures could include further changes or enhancements to our
procedures, policies, and controls and potential personnel changes and/or disciplinary actions,
any of which could have a material adverse effect on our business, financial condition, results
of operations and liquidity. We could also be adversely affected by any allegation that we
violated such laws.

Healthcare providers and ophthalmologists play a primary role in the recommendation
and prescription of any products for which we obtain regulatory approval. If we obtain the
NMPA approval for any of our drug candidates and begin commercializing those drugs in
China, our operations may be subject to applicable anti-kickback, false claims laws, doctor
payment transparency laws, fraud and abuse laws or similar healthcare and security laws and
regulations in China, which could, in the event of noncompliance, expose us to administrative
sanctions, criminal sanctions, civil penalties, contractual damages, reputational harm and
diminished profits and future earnings. In addition, we are subject to similar healthcare laws
in other jurisdictions, some of which may be broader in scope than others and may apply to
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healthcare services reimbursed by any source, which may include not only governmental
payers, but also private insurers. There are ambiguities as to what is required to comply with
any of these requirements, and if we fail to comply with any such requirement, we could be
subject to penalties.

Neither the PRC government nor the PRC courts have provided definitive guidance on the
applicability of fraud and abuse laws to our business. Law enforcement authorities are
increasingly focused on enforcing these laws, and some of our practices may be challenged
under these laws. Efforts to ensure that our business arrangements with third parties comply
with applicable healthcare laws and regulations will involve substantial costs. Governmental
authorities could conclude that our business practices may not comply with current or future
statutes and regulations involving applicable fraud and abuse or other healthcare laws and
regulations. If any such actions are instituted against us, and if we are not successful in
defending ourselves or asserting our rights, those actions could result in the imposition of civil,
criminal and administrative penalties, damages, disgorgement, monetary fines, possible
exclusion from participation in governmental healthcare programs, contractual damages,
reputational harm, diminished profits and future earnings, and curtailment of our operations,
any of which could adversely affect our ability to operate our business and have a significant
impact on our businesses and results of operations.

If we fail to comply with environmental, health and safety laws and regulations in the
future, we could become subject to fines or penalties or incur costs that could have a
material adverse effect on the success of our business.

We are subject to numerous environmental, health and safety laws and regulations when
we carry out our preclinical or clinical trials and operate our manufacturing facilities, including
those governing laboratory procedures and the handling, use, storage, treatment and disposal
of hazardous materials and wastes. Our operations involve the use of hazardous and flammable
materials, including chemicals and biological materials, and produce hazardous wastes. We
generally contract with third parties for the disposal of these materials and wastes, but we
cannot eliminate the risk of contamination or injury from these materials. During the Track
Record Period, we did not timely obtain the require