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SUMMARY

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

OVERVIEW

We are a China-based ophthalmic pharmaceutical platform company dedicated to
identifying, developing and commercializing first- or best-in-class ophthalmic therapies. Our
vision is to provide a world-class pharmaceutical total solution to address significant unmet
ophthalmic medical needs in China. We believe our platform positions us well to achieve
leadership in China ophthalmology, with a significant first-mover advantage over future
competitors.

Ophthalmology is a highly specialized area. In China, eye diseases are common, yet
treatment rates are low, lagging significantly behind the United States. According to Frost &
Sullivan, the Chinese ophthalmic pharmaceutical market is expected to expand from RMB19.4
billion in 2019 to RMB40.8 billion in 2024, at a CAGR of 16.0%. To capture significant
under-tapped commercial potential in this emerging market, we have, since our inception,
focused on building a platform integrating specialized capabilities in each major functionality
involved in an ophthalmic drug’s development cycle, from research and development,
manufacturing to commercialization.

Leveraging our platform, we have, in less than three years, built a strategically designed
ophthalmic drug portfolio that is comprehensive, innovative and validated. As of the Latest
Practicable Date, we had 16 drug assets in our portfolio, covering all major front- and
back-of-the-eye diseases, making us one of only a few pharmaceutical companies in China with
such full coverage, according to Frost & Sullivan. We have four innovative drug candidates in
advanced-stage development in China, which we believe will potentially be first- or
best-in-class if approved and have significant near-term revenue potential from as early as
2022. Our portfolio includes three of the ten ophthalmic drugs approved by the United States
Food and Drug Administration, or the FDA, since 2015 that are not yet available in China in
any formulation. Additionally, our portfolio includes three drugs that are in or near the

commercial stage.
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We have demonstrated strong execution capabilities in every aspect of our operations with
a singular focus on delivering innovative world-class products to ophthalmic patients in China.
We set out to build a portfolio of innovative drugs comprehensively addressing key ophthalmic
diseases and pursued a dual-source innovation strategy through in-licensing/acquisition or
internal research and development. At this stage of our rapid development, our portfolio
comprises predominantly in-licensed or acquired drug assets. We have established a successful
track record of in-licensing innovative ophthalmic drugs from global partners, and believe that
we are well positioned to be the “go to” China partner for global ophthalmic pharmaceutical
companies. Going forward, we intend to gradually shift our priority to conducting most of our
new drug candidate discovery, research and development internally. In clinical drug
development, we advance our drug candidates through optimal regulatory pathways toward
commercialization in China with maximum efficiency, leveraging our broad regulatory and
commercial expertise. In addition, we have made significant progress establishing our own
manufacturing and commercialization capabilities. Development has begun on a new facility
in Suzhou, which is expected to be larger than any other specialized ophthalmic manufacturing
facility in China by capacity when completed (up to 455 million doses annually), according to
Frost & Sullivan. We have also established a concrete commercialization plan with high
execution visibility, and have been expanding our sales force and drawing up marketing
strategies.

Our Company is led by some of the best talent in China ophthalmology with relevant
industry experience. Our visionary management team has extensive experience and deep
domain expertise in ophthalmic drug research and development, manufacturing and
commercialization in China. We believe that their track record will prove a valuable asset for

us as we pursue our future success.

We boast top-tier global and Chinese institutional investors and biotech-focused
investment funds as our Shareholders, including 6 Dimensions, Boyu, Temasek, General
Atlantic, Eight Roads, 3W Partners and Cormorant Asset Management.
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. In-licensed/acquired |:| Internally developed

i_1 Our Core Product. The Phase III clinical trial in China was approved by the NMPA. The clinical trial registration number is
JXHL1900130.

*  Chronic NIU-PS refers to chronic non-infectious uveitis affecting the posterior segment of the eye. AMD refers to age-related
macular degeneration.

**  May not require Phases I and II clinical trials prior to beginning Phase III clinical trials.
*#% May not require Phase I clinical trials prior to beginning Phase II clinical trials.

1 We acquired Ou Qin from Huonland and are entitled to all drug registration certificates and data related to Ou Qin. We plan to
register ourselves as the MAH of Ou Qin.

2 We are the exclusive sales agent of brimonidine tartrate eye drop in Mainland China. Huonland is the drug registrant and
registered manufacturer of brimonidine tartrate eye drop.

3 Referring to drugs classified as class 1 drugs (innovative new drugs), class 2 drugs (improved new drugs) and class 5.1 drugs
(original research drugs registered abroad and applying for registration in China) under relevant PRC drug registration laws and

regulations.

4 Including Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Papua New Guinea, the Philip pines, Singapore, Thailand,
Timor Leste and Vietnam.

5 Including Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore, Thailand, Papua New Guinea
and Timor Leste.

Advanced-Stage Drug Candidates
Core Product

OT-401 (YUTIQ), our Core Product, is an innovative intravitreal implant designed to

provide sustained release of a corticosteroid active ingredient for 36 months from a single
administration to treat chronic non-infectious uveitis affecting the posterior segment of the eye,
or chronic NIU-PS, an indication for which there is no standard of care in China. In the United
States, YUTIQ is the first and only FDA-approved uveitis treatment designed to deliver
fluocinolone for up to 36 months. Uveitis is one of the leading causes of blindness in China
and worldwide, as blindness will be the natural course of the disease if it is left untreated, in
particular in young adults. According to Frost & Sullivan, non-infectious posterior uveitis, or
NIPU, affected 1.4 million people in China in 2019, and is expected to affect 1.8 million people
in 2030. We are developing (including conducting a bridging Phase III clinical trial and seeking
regulatory approvals) OT-401 as a potential first-in-class treatment for chronic NIU-PS in
China. We initiated a bridging Phase III trial in China and enrolled the first patient in
November 2019. We plan to submit an NDA in the first half of 2022 and commence
commercialization in the second half of 2022 upon approval. Considering that (i) there are only
three marketed steroid implants indicated for chronic NIU-PS globally and none of these
implants are currently available for uveitis patients in China, and (ii) OT-401 is the only steroid
implant being evaluated under a Phase III clinical trial in China, OT-401 is expected to be the
first and only ocular implant indicated for chronic NIU-PS in China upon approval,
accordingly to Frost & Sullivan. Separately, OT-401 has been approved for treating patients
under the Boao Pilot Program and started to generate limited revenue for us since August 2019.
PRC patent for OT-401 will expire in October 2024. Considering that we have rights of key
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know-how and other confidential technologies of OT-401 and we have taken patent expiration
date into consideration when establishing our commercialization plan, our Directors are of the
view that there will be no adverse impact on our commercialization plan for OT-401 in the PRC
upon patent expiration.

Summary of Clinical Trial Data

The NDA approval by the FDA for YUTIQ was based on two Phase III clinical trials
sponsored by EyePoint, PSV-FAI-001 and PSV-FAI-005. In both trials, patients were
randomized to receive either a sham injection or YUTIQ and were observed for three years
following treatment to evaluate the efficacy and safety of YUTIQ. The primary efficacy
endpoints in both trials (PSV-FAI-001 and PSV-FAI-005) were the proportion of patients who
experienced recurrence of uveitis within six months of follow-up. The recurrence rates of
YUTIQ-treated patients in both trials were statistically significantly lower than those of
sham-treated patients. YUTIQ was also generally well tolerated through 6 months, 12 months
and 36 months of follow-up in both trials. Selected efficacy and safety data of the two trials
are presented below. Another Phase III trial, PSV-FAI-006, was conducted to evaluate the
utilization and safety of two types of intravitreal inserters. The primary utilization endpoint in
this trial (PSV-FAI-006) was defined as the proportion of intravitreal insertion procedures that
were assessed as satisfactory by the investigator. For the full summary of clinical trial data of
these trials, see “Business—Our Portfolio—Advanced-Stage Drug Candidates—OT-401
(YUTIQ)—Summary of Clinical Trial Data.”

Efficacy Data

PSV-FAI-001 PSV-FAI-005
YUTIQ Sham  YUTIQ Sham
N=87 N=42 N=101 N=52

Recurrence at 6 months follow up .......ccccceevennneenn 18.4% 78.6% 21.8% 53.8%
Recurrence at 12 months follow up ........ccceveneeene 27.6% 85.7% 32.7% 59.6%
Recurrence at 36 months follow up ........cceceeeeneee. 56.3% 92.9% 46.5% 75.0%
Assistant treatment with intraocular/periocular

steroids needed for uveitis inflammation............ 19.5% 69.0% 8.9% 51.9%

Safety Data

PSV-FAI-001 PSV-FAI-005
YUTIQ Sham  YUTIQ Sham
N=87 N=42 N=101 N=52

Elevated IOP

[OP-lowering medication used............cccceeennene 42.5% 33.3% 74.3% 73.1%
[OP-lowering surgery performed ..........cc.cceuneenn. 5.7% 11.9% 2.0% 0.0%
Cataracts exXtracted .........coovvevvveeriierieniieeiienieneeenn, 48.3% 50.0% 70.5% 26.5%
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Ongoing Phase Il Clinical Trial in China

We are conducting a multi-center, randomized, double-blinded, controlled Phase III
clinical trial to evaluate the clinical safety and efficacy of OT-401 in subjects with chronic
NIU-PS in China. The primary purpose of the bridging study is to demonstrate that the clinical
data in the United States (PSV-FAI-001 and PSV-FAI-005, on which the NDA approval for
YUTIQ from the FDA was based) could be extrapolated to the Chinese population.

As of the Latest Practicable Date, we had recruited a total of 29 patients out of the total
150 patients that the study is designed to enroll. Out of the 29 enrolled patients, 23 patients had
already received their 7-day follow-up visits, 19 patients had received their 28-day follow-up
visits, 12 patients had received their 2-month follow-up visits, 12 patients had received their
3-month follow-up visits and 5 patients had received their 6-month follow-up visits.

Further Clinical Development Plan

We plan to continue the Phase III trial in China and complete the clinical study report of
a 12-month follow-up in the first quarter of 2022. We target to make an NDA submission for
OT-401 in the first half of 2022.

Licensing

Licensing is a common business model in the pharmaceutical industry. We entered into an
exclusive license agreement and a related supply and quality agreement with respect to OT-401
in November 2018 from EyePoint, an ophthalmology-focused biopharmaceutical company
listed on the NASDAQ, which are in line with industry norms, according to Frost & Sullivan.
Under the license agreement, we obtained the right from EyePoint to import, test, use, sell,
develop and commercialize OT-401 in the Greater China region, which allows us to develop
and commercialize OT-401 in China (independent of EyePoint) according to our business plan.
The license is expected to continue to be in full force and effect until we stop selling OT-401
commercially in each relevant jurisdiction in the licensed territory, which timing is within our
control. EyePoint is not entitled to terminate the license agreement without cause or uncured
material breach by us. EyePoint will be our exclusive supplier of OT-401 for clinical
development and commercialization needs. In the event of a major supply disruption, the
parties have agreed to a backup plan to transfer the relevant manufacturing technology (not
patent) to allow manufacture of OT-401 by a third-party manufacturer. For details, see
“Business—Collaboration and License Arrangements—Collaboration with EyePoint—License
of OT-401 (YUTIQ),” “Business—Intellectual Property” and “Risk Factors—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.”
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Our R&D Work

During the Track Record Period and up to the Latest Practicable Date, we independently
conducted substantial R&D work for OT-401 and made progress towards its Phase III clinical
trial in China and its admission to the Boao Pilot Program. We have predominantly been
involved in post-in-licensing clinical-stage development of OT-401 and we conducted a broad
range of R&D activities during: (i) IND preparation and approval, which includes conducting
detailed technical analysis, developing registration strategy and clinical protocol and
organizing communication with regulatory authorities, CRO and licensing partner, (ii) ongoing
Phase III clinical trial in China, which includes selection of vendors and clinical sites,
documentation and system preparation, clinical trial personnel training, subject screening and
study management, monthly review of protocol deviation cases, monthly review of media data,
real-time communication of AEs and risk management during the COVID-19 outbreak, and
(iii)) Boao Pilot Program, which includes pre-treatment R&D work such as setting up
assessment committee and post-treatment R&D work such as closely follow-up for post-
treatment clinical data. Our R&D efforts helped us obtain from the NMPA a Phase I clinical
trial waiver and an approval for bridging Phase III clinical trial. See “Business—Our
Portfolio—Late-Stage and Near Late-Stage Drug Candidates—OT-401 (YUTIQ)—Our R&D
Work.”

Other Advanced-Stage Drug Candidates

OT-101 is a low-concentration (0.01%) atropine eye drop developed to retard, or slow
down, the progression of myopia in children and adolescents. According to Frost & Sullivan,
atropine is the only medication to date that has been demonstrated to be consistently effective
and safe in controlling myopic progression. OT-101, as a low-concentration (0.01%) atropine
eye drop, is believed to have lower rates of adverse effects compared to high-concentration
(0.5-1%) atropine. The instability of low-concentration atropine solutions has long been a
technical barrier. We are developing a unique approach to address the stability of low-
concentration atropine solutions, so that OT-101 could be a viable product for the treatment of
myopia. According to Frost & Sullivan, myopia affected nearly 168.8 million children and
adolescents in China in 2019 and is expected to affect 191.4 million in 2030. Subject to IND
approval from the CDE, EMA and FDA, we plan to initiate an MRCT Phase III clinical trial
in the United States, the EU and China in the second half of 2020, the first half of 2021 and
mid 2021, respectively.

OT-301 (NCX 470) is a new chemical entity designed to release both bimatoprost, an

FDA-approved prostaglandin analog, or PGA, and nitric oxide, or NO, for the treatment of
open-angle glaucoma and ocular hypertension. We expect the dual mechanism of action to
activate two independent aqueous humor outflows from the eye, which is expected to be a more
effective method to lower intraocular pressure. As a novel second-generation NO-donating
bimatoprost analog, OT-301 has demonstrated superior efficacy to a PGA monotherapy.
According to Frost & Sullivan, glaucoma is currently considered the second-leading cause of
irreversible blindness worldwide; the prevalence of glaucoma in China reached 19.6 million in
2019, and the rate of blindness is 38.3%. Two PRC patents for OT-301 will expire in May 2029

i
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and July 2039, respectively. Subject to IND approval, we and Nicox plan to initiate two Phase
IIT MRCTs of OT-301 (NCX 470) in 2020 and we plan to use data from the global trials to
support a NDA submission in China. We plan to initiate Chinese arms of both trials in the
fourth quarter of 2020 (having taken impact of the COVID-19 pandemic into consideration),
subject to IND approvals from the NMPA. During the Track Record Period and up to the Latest
Practicable Date, we made substantial R&D efforts for OT-301. In particular, we jointly
developed the globally synchronized clinical development plans, clinical trial designs and
study protocol that meets the requirements in China and the United States with Nicox. We may
use data from both MRCTs to support our NDA submission in China in the future. See
“Business—Our Portfolio—Late-Stage and Near Late-Stage Drug Candidates—OT-301 (NCX
470)—Our R&D Work.”

OT-1001 (ZERVIATE) is the first and only FDA-approved topical ocular formulation of
the antihistamine cetirizine for the treatment of ocular itching associated with allergic

conjunctivitis. OT-1001 is a novel formulation of cetirizine, which is the best-selling
antihistamine with a well-characterized systemic efficacy and favorable safety profile. If
approved, it will be the only ophthalmic drug in China that is safe for adults as well as children
aged two years and older. According to Frost & Sullivan, approximately 250.9 million people
suffered from allergic conjunctivitis in China in 2019, with a CAGR of 5.1% from 2015. Frost
& Sullivan further estimates that the allergic conjunctivitis patients will reach 308.6 million
and 375.9 million in China in 2024 and 2030, respectively. We plan to conduct a confirmatory
Phase III clinical trial in China in the second half of 2020 subject to IND approval. During the
Track Record Period and up to the Latest Practicable Date, we made substantial R&D efforts
to prepare for the confirmatory Phase III clinical trial for OT-1001 to be initiated in China. In
particular, we developed a clinical development plan and a clinical protocol matching the
characteristics of the onset of allergic conjunctivitis among the Chinese population and clinical
practices in China. We also optimized our clinical trial design and clinical development plan
to in line with current clinical practices in China based on technical consultations with the
CDE. See “Business—Our Portfolio—Late-Stage and Near Late-Stage Drug Candidates—OT-
1001 (ZERVIATE)—Our R&D Work.”

Near Clinical-Stage Drug Candidates

OT-502 (DEXYCU) is a single-dose, sustained-release intraocular injection to treat

postoperative (mostly cataract surgery) inflammation, the first and only FDA-approved
long-acting intraocular product for the indication. PRC patents for OT-502 will expire between
2025 to 2034. We plan to discuss with the NMPA to conduct a bridging Phase III trial for
OT-502 in the second quarter of 2021 to support our NDA submission in China. Similar to
OT-401, we plan to enroll patients in Hainan under the Boao Pilot Program to use OT-502 upon
approval from the competent authorities. During the Track Record Period and up to the Latest
Practicable Date, we made substantial R&D efforts to further develop OT-502, including
research and preparation of pre-IND meeting application, design of a bridging Phase III
clinical trial and preparation of real-world study under the Boao Pilot Program. See
“Business—Our Portfolio—Near Clinical-Stage Drug Candidates—OT-502 (DEXYCU)
—~Clinical Development Plan and Our R&D Work.”

_8_
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OT-202 is an innovative topical targeted treatment for dry eye. We are investigating a
novel chemical compound to reduce inflammation in dry eye by targeting tyrosine kinases,
which is expected to qualify OT-202 to be classified as a class 1 drug (innovative new drug)
under relevant PRC drug registration laws and regulations. In particular, we synthesized and
selected chemical compounds that may be suitable tyrosine kinases inhibitors. We completed
over 60 experiments for selecting the optimal crystal form and over 20 experiments for
selecting the optimal molecule form. We plan to make an IND submission to the NMPA in the
first half of 2021 and commence a Phase I clinical trial in China for OT-202 in the second half
of 2021 subject to IND approval.

OT-503 (NCX 4251), an ophthalmic suspension of fluticasone propionate nanocrystals,

is an innovative targeted topical treatment for acute exacerbations of blepharitis. We believe
OT-503 has the potential to be first-in-class in China as there is no treatment solely indicated
for blepharitis in China. Our licensing partner Nicox had completed a Phase II trial in the
United States in December 2019. PRC patents for OT-503 will expire in 2033. We plan to
commence a Phase II clinical trial in the second quarter of 2021 and a Phase III clinical trial
in the fourth quarter of 2022 in China. During the Track Record Period and up to the Latest
Practicable Date, our R&D efforts to further develop OT-503 including evaluation of
comparative advantages of OT-503 in the Chinese market and formulation of our registration
plan. See “Business—Our Portfolio—Near Clinical-Stage Drug Candidates—OT-503 (NCX
4251)—~Clinical Development Plan and Our R&D Work.”

OT-701 (SJP-0133) is an intravitreal ranibizumab injection for the treatment of wet

age-related macular degeneration, or wet AMD. Ranibizumab was developed by Genentech,
Inc. and was approved by the FDA in 2006 and sold under the brand name Lucentis. Senju and
GTS are developing SJP-0133 as a biosimilar to Lucentis. We understand that Senju and GTS
have substantially completed a Phase III clinical trial for SJP-0133 in Japan to investigate the
comparability of SJP-0133 and Lucentis, and expect to submit an NDA in Japan in due course
in 2020. We plan to initiate a Phase I clinical trial in the second quarter of 2022 and a Phase
III clinical trial in China in the second quarter of 2023. We believe a Phase II clinical trial is
not required for OT-701 as a biosimilar drug. During the Track Record Period and up to the
Latest Practicable Date, our R&D efforts to further develop OT-701 mainly include formulation
of a clinical trial plan based on our analysis of the clinical trial data in Japan, differences in
clinical characteristics between Chinese and Japanese patient populations, and the use of
Lucentis in China. See “Business—Our Portfolio—Near Clinical-Stage Drug Candidates—OT-
701 (SJP-0133)—Clinical Development Plan and Our R&D Work.”

Commercial-Stage and Near Commercial-Stage Assets

Ou Qin (0.3% Hyaluronic Acid) is an NMPA-approved hyaluronic acid eye drop to treat

dry eye. It has a unique dosage form (0.3% concentration in 0.8 ml single-dose packaging) and
potentially an improved safety profile compared to similar drugs as it is free of preservatives.
We launched Ou Qin in April 2020.
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Brimonidine tartrate eye drop is an NMPA-approved generic eye drop to treat

open-angle glaucoma and ocular hypertension. We launched brimonidine tartrate eye drop in
March 2020.

0.5% moxifloxacin eye drop is an antibiotic eye drop to treat bacterial conjunctivitis. We
submitted an abbreviated NDA for 0.5% moxifloxacin eye drop to the NMPA in January 2020
and are expecting approval in the first half of 2021. We plan to launch 0.5% moxifloxacin eye

drop rapidly upon approval.

Preclinical-Stage Drug Candidates

OT-601-C is a moxifloxacin-dexamethasone sodium phosphate eye drop for the treatment
of postoperative inflammation. OT-601-C includes both the antibiotic moxifloxacin and the
anti-inflammatory dexamethasone. Moxifloxacin has a broad spectrum of action and high
tissue concentration. It also has lower bacteria resistance rate than certain commonly used
antibiotic drugs, such as tobramycin.

OT-302 is an acetazolamide injection for the treatment of acute glaucoma and for
reducing high intraocular pressure prior to anti-glaucoma surgeries and other intraocular
surgeries. Acetazolamide is a potent carbonic anhydrase inhibitor which effectively controls

the secretion of aqueous humor.

OT-1301 is a cyclosporine implant used to prevent transplant rejection after keratoplasty,
or corneal transplant surgery. It is implanted into the anterior chamber angle at the end of
keratoplasty. We may also consider investigating the effect of OT-1301 on treating dry eye.

OT-1601 and OT-1602 are stem cell therapies that we plan to develop with SanBio
pursuant to our development and commercialization agreement for the treatment of retinitis

pigmentosa and dry AMD in the former case and acute optic neuritis in the latter case.

OUR STRENGTHS

We believe the following strengths have contributed to our success:

. a China-based ophthalmic pharmaceutical total solution platform;

. comprehensive, innovative and validated ophthalmic drug portfolio including

commercial-ready drugs;

. four advanced-stage, first/best-in-class ophthalmic drug candidates with significant
near-term revenue potential;

— 10 =
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. strong execution capabilities underlying successful track record of delivering

world-class products to ophthalmic patients in China; and
. visionary CEO and management, renowned advisors and industry-leading investors.
OUR STRATEGIES
Our vision is to provide a world-class pharmaceutical total solution to address significant
unmet ophthalmic medical needs in China. To achieve this vision, we plan to pursue the

following strategies:

. advance clinical development and commercialization of advanced-stage drug
candidates, including OT-401, OT-101, OT-301, OT-1001 and OT-502;

o commercialize the commercial-/near commercial-stage assets, including Ou Qin,
brimonidine tartrate eye drop and 0.5% moxifloxacin eye drop;

. initiate clinical trials for drug candidates with proof of concept and advance them to
clinical trial stage in the midterm future;

. further expand drug portfolio through in-licensing, internal discovery and
acquisition;
. continue to build commercialization capabilities in anticipation of product launches,

and build our own highly focused and specialized commercial team, comprising
dedicated sales force for each product;

. establish an industry-leading, dedicated ophthalmic pharmaceutical manufacturing
facility; and

. maximize the global value of our drug candidates, selectively advance clinical trials

and apply for NDAs outside China, and strategically seek global out-licensing
opportunities.

—11 —-
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COLLABORATION AND LICENSE ARRANGEMENTS

In-licensing

EyePoint. In November 2018 and January 2020, we entered into exclusive license
agreements with EyePoint, under which EyePoint granted us exclusive rights to import,
develop and commercialize OT-401 (YUTIQ) and OT-502 (DEXYCU), respectively, in the
Greater China region. Pursuant to related supply and quality agreements, EyePoint will be the
exclusive supplier of YUTIQ and DEXYCU to meet our clinical development and
commercialization needs of YUTIQ and DEXYCU in the Greater China region. Our right to
manufacture YUTIQ and DEXYCU is limited to the right to package and label the finished
product supplied by EyePoint. EyePoint has also retained the right to manufacture YUTIQ and
DEXYCU in the Greater China region for commercialization outside of the Greater China
region and to use or license certain of its intellectual property to develop and commercialize
products other than YUTIQ and DEXYCU. In March 2019, we entered into a Memorandum of
Understanding with EyePoint, pursuant to which EyePoint is obliged to supply YUTIQ for the
Boao Pilot Zone use. We believe that we are well positioned to be the “go to” China partner
for EyePoint due to our China-based ophthalmic pharmaceutical platform and our strong
management and execution capabilities. See “Business—Our Strengths—Strong execution
capabilities underlying successful track record of delivering world-class products to
ophthalmic patients in China” and “Business—Our Strengths—Visionary CEO and
management, renowned advisors and industry-leading investors.”

Nicox. In December 2018, March 2019 and June 2019, we entered into exclusive license
agreements with Nicox, under which Nicox granted us exclusive rights to develop, make, have
made, import, export and sell OT-301 (NCX 470), OT-1001 (ZERVIATE) and OT-503 (NCX
4251), respectively. We were granted exclusive rights in the Greater China region for all three
drug candidates, and, for NCX 470 and ZERVIATE, we were also granted exclusive rights in
certain other Asian countries.

Senju and GTS. In January 2019, we entered into an exclusive license agreement with

Senju and GTS, under which we were granted exclusive rights to develop and commercialize
OT-701 (SJP-1033) in the Greater China region.

Sanbio. In March 2020, we entered into a collaboration and license agreement with
SanBio, under which SanBio granted us an exclusive license to research, develop and
commercialize OT-1601 and OT-1602 in the Greater China region.

Acquisition and Other Collaboration

Huonland. In December 2019, we entered into a hyaluronic acid eye drop technology
transfer agreement with Huonland, under which Huonland agreed to transfer all its rights to 0.8
mL dose hyaluronic acid eye drop of 0.3% concentration, to us. In February 2020, we entered
into an exclusive sales agency agreement with Huonland, under which Huonland agreed to
grant us an exclusive sales right to its brimonidine tartrate eye drops in China for a term of five

— 12 =
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years. In January 2019, we entered into a manufacturing outsourcing agreement with
Huonland, under which we agreed to outsource the manufacturing of 0.5% moxifloxacin eye
drop to Huonland for a term of at least five years commencing from the date we receive NDA
approval for 0.5% moxifloxacin eye drop.

Our license agreements typically have no definitive expiration dates and will continue to
be in full force and effect so long as we choose to continue to commercially exploit the relevant
licenses, which are in line with industry norms according to Frost & Sullivan. Our licensing
arrangements were reached after arm’s-length negotiations between licensing partners and us,
which in the view of our Directors and according to Frost & Sullivan, are in line with industry
norms. We will effectively be able to enjoy the benefits of the licenses during the periods we
consider commercially meaningful. For details, see “Business—Collaboration and License
Arrangements.”

RECENT DEVELOPMENTS

In January 2020, we entered into an exclusive license agreement with EyePoint for
DEXYCU. In March 2020, we entered into a collaboration and license agreement with Sanbio
for the development and commercialization of OT-1601 and OT-1602. Additionally, we
submitted an abbreviated NDA for 0.5% moxifloxacin eye drops to the NMPA in January 2020,
and are expecting approval in the first half of 2021. We entered into an exclusive sales
agreement with Huonland for brimonidine tartrate eye drop in February 2020, and we launched
brimonidine tartrate eye drop and Ou Qin in March and April 2020, respectively. Furthermore,
we enrolled additional patients for the bridging Phase III clinical trial of OT-401. As of the
Latest Practicable Date, we had enrolled 29 patients. Additionally, in January 2020, ground was
broken on our dedicated ophthalmic pharmaceutical manufacturing facility in Suzhou, Jiangsu
Province.

Impact of the COVID-19 Outbreak

An outbreak of a respiratory disease COVID-19 was first reported in December 2019 and
continues to expand across the PRC and globally. 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.

Although we experienced a delay in screening patients for the ongoing Phase III clinical
trial of OT-401 due to travel restrictions implemented to contain the spread of COVID-19, we
had not experienced any early or unexpected termination of treatment or removal of any
enrolled patients under the trial. We implemented a risk management plan to ensure that our
subjects remain on the trial and that any information or assistance they need will be readily
available. Specifically, as of the date of this document, 12 out of 29 subjects who have been
enrolled into the trial were unable to return to the sites for follow-up evaluations during the
outbreak of the COVID-19 pandemic due to travel restrictions, and we provided guidance for
them to visit other qualified hospitals for such evaluations. Given that the 12 subjects visited
other qualified hospitals for follow-up evaluations, all of them remain enrolled in the trial as
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of the date of this document. As the travel restrictions have been relaxed as of the date of this
document, we do not expect this situation to cause any material delay to the timeline of our
clinical trials. We also suggested that the investigators contact the subjects on a weekly basis
to confirm whether any adverse effects had occurred and we recorded such safety information
in a timely manner. Our potential subjects were also actively contacted by the investigators to
ensure that they could be screened and enrolled once individual travel could resume. As of the
Latest Practicable Date, seven out of ten trial sites for OT-401 had resumed patient screening.
Among the three remaining trial sites, (i) one has currently resumed patient screening, (ii) we
expect the site in Wuhan to resume patient screening after further containment of the
COVID-19 outbreak, and (iii) we expect the other one site to resume patient screening and
enrollment no later than July 2020. We expect this situation to continue to improve with the
containment of the COVID-19 outbreak and do not expect it to have any material long-term
impact on the OT-401’s ongoing Phase III trial or our business in general. The expected
development progress of OT-401 has taken into account the COVID-19 outbreak. While the
extent to which the COVID-19 outbreak will affect our operations cannot be accurately
predicted at this stage, we have not experienced and do not expect significant financial damage
or impact to our long-term commercial prospect from the COVID-19 outbreak. We cannot
guarantee you, however, that the COVID-19 outbreak will not further escalate or have a
material adverse effect on our results of operations. See “Risk Factors—Risks Relating to Our
Operations—Our operations and business plans may be adversely affected by the COVID-19
pandemic.”

We expect that our net loss for the year ending December 31, 2020 will increase as
compared to that for the year ended December 31, 2019, primarily due to (i) an increase in
workforce and stock-based compensation; (ii) continued expenses for product in-licensing and
clinical development; and (iii)) [REDACTED] expenses. In addition, we expect that loss on
changes in fair value of financial liabilities at fair value through profit or loss will contribute
a significant proportion of our net loss for the year ended December 31, 2020, but will cease
upon [REDACTED].

OUR SUPPLIERS

During the Track Record Period, our suppliers primarily consisted of (i) licensors from
which we obtained intellectual property rights in respect of our in-licensed drug candidates; (ii)
CROs; and (iii) suppliers of other materials for research and development activities, machines
and equipment. In general, we select our suppliers by considering their product quality,
industry reputation and compliance with relevant regulations and industry standards. During
the Track Record Period, we did not procure raw materials or equipment for commercial
manufacturing because the construction of the Suzhou manufacturing facility had not been
commenced as of December 31, 2019. In 2018 and 2019, our purchases from our five largest
suppliers in the aggregate accounted for 56.5% and 92.8% of our total purchases, respectively,
and purchases from our largest supplier alone accounted for 21.7% and 55.4% of our total
purchases, respectively. During the Track Record Period, we had a small number of suppliers,

and the largest purchase amounts related to upfront payments for drug in-licensing and
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acquisition arrangements, which were customary in industry practice and not recurring in
nature. See “Risk Factors—Risks Relating to Our Reliance on Third Parties—We had a limited
number of suppliers during the Track Record Period.”

Specifically, we engage industry-leading CROs to manage, conduct and support our
preclinical research and clinical trials. We select CROs based on various factors, such as
professional qualifications, research experience, industry reputation, adequacy of clinical trial
equipment and data management system. We choose CROs based on their ability to facilitate
site selection, timely recruit patients and conduct complex clinical trials efficiently. We
generally enter into a general service agreement with a CRO for clinical trial management
services under which we execute separate work orders for each clinical development project.
To ensure the performance of these CROs in a manner that complies with our protocols and
applicable laws, which in turn protects the integrity and authenticity of the data from our trials
and studies, we closely supervise these CROs.

OUR CUSTOMER

During the Track Record Period, we had only one customer, the designated procurement
agent for Boao Super Hospital, where patients received treatment with YUTIQ. We sold
OT-401 (YUTIQ) to this customer in the Boao Pilot Zone in Hainan Province, taking advantage
of favorable policies to import foreign drugs not yet approved in China for urgent medical
needs. For details, see “Business—Our Portfolio—Advanced-Stage Drug Candidates—OT-401
(YUTIQ)—Boao Pilot Program.”

COMMERCIALIZATION

The commercialization of our drug candidates is critical to our future success. As of
December 31, 2019, we had a commercialization team of 14 employees. As of the Latest
Practicable Date, our commercialization team had 46 employees. Members of our
commercialization team have strong experience in the commercialization of ophthalmic drug
products, and we believe we will be able to commercialize our drug products effectively.
Specifically, we launched brimonidine tartrate eye drop and Ou Qin in March and April 2020,
respectively. In anticipation of launch of our late-stage drug candidates, we are expanding our

sales team and plan to have about 100 members across China by 2021.

OUR CONTROLLING SHAREHOLDERS

Immediately after the completion of the [REDACTED] (assuming the [REDACTED] is
not exercised), the 6 Dimensions Entities will be interested in approximately [REDACTED]%
of the total issued share capital of our Company and will be our Controlling Shareholders as
defined under the Listing Rules upon [REDACTED]. See “Relationship with Controlling
Shareholders” in this document.
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OUR PRE-[REDACTED] INVESTORS

Our Company underwent several rounds of Pre-[REDACTED] Investments since our
establishment. Our major Pre-[REDACTED] Investors include top-tier global and Chinese
institutional investors and biotech-focused investment funds, including 6 Dimensions, Boyu,
Temasek, General Atlantic, Eight Roads, 3W Partners and Cormorant Asset Management. For
details of our Pre-[REDACTED] Investments, please see the section headed “History,
Restructuring and Corporate Structure—Pre-[REDACTED] Investments.”

SHARE INCENTIVE SCHEMES

In recognition of the contributions of our Directors and employees and to incentivize
them to further promote our development, our Company adopted the Employee Stock Option
Plan on May 23, 2018 and the RSU Scheme on April 28, 2020. As of the Latest Practicable
Date, options to subscribe for an aggregate of 60,328,890 Shares (as adjusted after the Share
Subdivision), representing [REDACTED]% of the total issued share capital of the Company
immediately following the Share Subdivision and [REDACTED] (assuming the
[REDACTED] is not exercised), had been granted to 41 grantees under the Employee Stock
Option Plan. Pursuant to the RSU Scheme, an aggregate of 2,400,000 underlying shares (before
the Share Subdivision) were issued to Coral Incentivization, representing an aggregate of
[REDACTED]% of the total issued share capital of our Company immediately following the
Share Subdivision and the [REDACTED] (assuming no exercise of the [REDACTED]). As of
the Latest Practicable Date, our Company had granted RSUs representing 2,286,692 shares
(before the Share Subdivision) upon vesting to 74 grantees under the RSU Scheme. For details
and principal terms of the Employee Stock Option Plan and the RSU Scheme, please see
“Statutory and General Information—D. Share Incentive Schemes” in Appendix IV to this
document.
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SUMMARY OF KEY FINANCIAL INFORMATION

This summary of historical financial information set forth below has been derived from,
and should be read in conjunction with, our consolidated audited financial statements,
including the accompanying notes, set forth in the Accountants’ Report set out in Appendix I
to this document, as well as the information set forth in “Financial Information” of this
document. Our financial information was prepared in accordance with IFRS.

Summary Consolidated Statements of Profit or Loss and Other Comprehensive Expenses

Period ended Year ended

December 31, December 31,
2018 2019

(RMB in thousands)

Revenue - 190
Cost of sales - (10)
Gross profits - 180
Other income 25 3,877
Other gains and losses (159,977) (1,170,347)
Selling expenses - (2,479)
Research and development expenses (40,679) (99,464)
Administrative expenses (8,769) (57,185)
Finance costs (5) (63)
Loss before tax (209,405) (1,325,481)

Income tax expense - -

Loss and total comprehensive
expenses for the period/year (209,405) (1,325,481)

Non-IFRS adjusted net loss for the period/year'" (46,988) (82,430)
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Note:

(1) Non-IFRS adjusted net loss for the period/year was calculated by taking loss and
total comprehensive expenses for the period/year and adding back (i) fair value loss
of financial liabilities at FVTPL and (ii) share-based payment expenses. Non-IFRS
adjusted net loss for the period/year is not a measure required by or presented in
accordance with IFRS. We believe that such non-IFRS measure facilitates
comparisons of our operating performance from period to period by eliminating
impacts of such non-cash items (and, for fair value loss of financial liabilities at
FVTPL, also an item that pertains to financial instruments that will cease upon
[REDACTED]) that our management considers to be not indicative of our operating
performance and provides useful information to investors and others in evaluating
our operating results in the same manner of our management. The use of non-IFRS
adjusted net loss for the period/year has limitations as an analytical tool, and you
should not consider it in isolation from, or as a substitute for analysis of, our results
of operations or financial condition as reported under IFRS. See “Financial
Information—Non-IFRS Measure.” The following table reconciles our non-IFRS
adjusted net loss for the period/year with our loss and total comprehensive expenses
for the period/year, which is the most directly comparable financial measure
calculated and presented in accordance with IFRS:

Period ended Year ended
December 31, December 31,
2018 2019

(RMB in thousands)

Loss and total comprehensive expenses

for the period/year (209,405) (1,325,481)
Add
Fair value loss of financial liabilities at

FVTPL 158,736 1,196,248
Share-based payment expenses 3,681 46,803

Non-IFRS adjusted net loss for the
period/year (46,988) (82,430)

Our loss and total comprehensive expenses increased from RMB209.4 million in 2018 to
RMB1,325.5 million in 2019. The increase in net losses was primarily attributable to an
increase of RMB1,037.5 million in fair value loss of financial liabilities at FVTPL as a result
of the issuance of Preferred Shares and Share Purchase Option (as defined in note 23 to the
Accountants’ Report set out in Appendix I to this document), and the increase in company
valuation and probability of the [REDACTED]. The Share Purchase Option was exercised on
September 18, 2019. The Preferred Shares will automatically convert into Shares upon
[REDACTED], at which time we expect to record them as equity. Due to the issuance of
Preferred Shares and the grant of Share Purchase Option, and subsequent recognition of fair
value loss of financial liabilities at FVTPL, our results of operations were adversely affected
during the Track Record Period. We expect to continue to recognize fair value loss of financial
liabilities at FVTPL and we may still retain accumulated losses since December 31, 2019 and
up to the [REDACTED] and, as a result, our financial performance after the Track Record
Period may be adversely affected.
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Summary of Consolidated Statements of Financial Position

Total non-current assets
Total current assets

Total assets

Total current liabilities
Total non-current liabilities

Total liabilities

Net current assets

Share capital
Reserves

Equity attributable to owners of the Company

Non-controlling interests

Total Deficits

As of December 31,

2018

2019

(RMB in thousands)

1,626 27,704
92,996 1,261,993
94,622 1,289,697

4,054 39,435
867,872 3,318,750
871,926 3,358,185

88,942 1,222,558
2 4

(821,098) (2,068,492)

(821,096) (2,068,488)
43,792 _

(777,304) (2,068,488)

We recorded total deficits of RMB777.3 million and RMB2,068.5 million as of December
31, 2018 and 2019, respectively, primarily due to the issuance of Preferred Shares and the

Share Purchase Option. The Share Purchase Option was exercised on September 18, 2019. The

Preferred Shares will automatically convert into Shares upon [REDACTED], at which time we

expect to record them as equity and, accordingly, turn into a net asset position. For risks

relating to the fair-value changes in our Preferred Shares and the Share Purchase Option, please

refer to “Risk Factors—Risk Relating to Our Financial Position and Need for Additional

Capital—Our results of operations, financial condition and prospects may be adversely

affected by fair-value changes in our Preferred Shares and the Share Purchase Option at fair

value through profit or loss.”
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Summary Consolidated Statements of Cash Flows

Period ended Year ended
December 31, December 31,
2018 2019

(RMB in thousands)

Operating cash flow before movements in

working capital (45,703) (108,948)
Total movements in working capital 2,353 860
Net cash used in operating activities (43,350) (108,088)
Net cash used in investing activities (66,660) (979,917)
Net cash from financing activities 136,981 1,241,625
Net increase in cash and cash equivalents 26,971 153,620
Cash and cash equivalents at beginning

of the period/year - 25,629
Effects of exchange rate changes (1,342) 13,155
Cash and cash equivalents at the end of the period/year 25,629 192,404

During the Track Record Period, we incurred negative net cash flows from operations,
substantially due to our research and development expenses. During the Track Record Period,
we relied on equity financing as the major source of liquidity. 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. Although we had cash outflow from operating activities
and recorded deficit position and net losses throughout the Track Record Period, as our
business develops, we expect to generate more cash flow from operations, through launching
and commercializing products, such as Ou Qin and brimonidine tartrate eye drop, which we
launched in April 2020 and March 2020, respectively. The Directors are of the opinion that,
taking into account the financial resources available to us, including cash and cash equivalents,
internally generated funds and the estimated net [REDACTED] from the [REDACTED], 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 document.

Our cash burn rate refers to the 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 4.5 times the level in 2019, we estimate that our cash
and cash equivalents and short-term investments (including time deposit over three months and
other financial assets) as of December 31, 2019 will be able to maintain our financial viability
for 30.0 months or, if we take into account 10% of the estimated net [REDACTED] from the
[REDACTED] (namely, the portion allocated for our working capital and other general
corporate purposes), 33.7 months or, if we also take into account the entire amount of the
estimated net [REDACTED] from the [REDACTED], 67.3 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 12 months.

—20 -



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

SUMMARY

KEY FINANCIAL RATIO

Our current ratio, which represents current assets divided by current liabilities, was 22.9
and 32.0 as of December 31, 2018 and 2019, respectively. For further details, see “Financial
Information—Key Financial Ratio.”

[REDACTED] STATISTICS

All statistics in the following table are based on the assumptions that (i) the
[REDACTED] has completed and [REDACTED] new Shares are [REDACTED] pursuant to
the [REDACTED]; (ii) [REDACTED] Shares are [REDACTED] and outstanding following
the completion of the [REDACTED], assuming the [REDACTED] is not exercised and
without taking into account the Shares to be issued upon the exercise of the options granted
under the Employee Stock Option Plan.

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

Market capitalization of our Shares” [REDACTED] [REDACTED]
Unaudited pro forma adjusted consolidated

net tangible liabilities per Share® [REDACTED] [REDACTED]
Notes:

(1)  The calculation of the market capitalization is based on [REDACTED] Shares expected to be in issue
immediately upon completion of the [REDACTED], without taking into account the Shares to be issued
upon the exercise of the options granted under the Employee Stock Option Plan.

(2)  The unaudited pro forma adjusted net tangible asset per Share as at December 31, 2019 is calculated
after making the adjustments referred to in Note 3 of Appendix II. For further details, please refer to
the section headed “Appendix II—Unaudited Pro Forma Financial Information” in this document.

DIVIDENDS

We are a holding company incorporated in the Cayman Islands. We have never declared
or paid any dividends on our ordinary shares or Preferred Shares. We may need dividends and
other distributions on equity from our PRC subsidiaries to satisfy our liquidity requirements.
We currently intend to retain all available funds and any future earnings, if any, to fund the
research and development of our drug candidates and we do not anticipate paying any cash
dividends in the foreseeable future. Any declaration and payment as well as the amount of
dividends will be subject to our constitutional documents and the Cayman Companies Law. 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 conditions and contractual restrictions. Our
Shareholders in a general meeting may approve any declaration of dividends, which must not
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exceed the amount recommended by our Board. As advised by our Cayman Islands counsel,
under the Cayman Islands law a company may declare and pay a dividend out of either profits
or share premium account, provided that in no circumstances may a dividend be declared or
paid if this would result in the company being unable to pay its debts as they fall due in the
ordinary course of business. [REDACTED] should not purchase our Shares with the
expectation of receiving cash dividends. See “Financial Information—Dividend.”

FUTURE PLANS AND USE OF [REDACTED]

We estimate that we will receive net [REDACTED] of approximately
HK$[REDACTED] million after deducting the [REDACTED] fees and expenses payable by
us in the [REDACTED], assuming no exercise of the [REDACTED] and assuming an
[REDACTED] of HKS$[REDACTED] per [REDACTED], being the mid-point of the
indicative [REDACTED] range of HKS$[REDACTED] to HK$[REDACTED] per
[REDACTED] in this document.

We intend to use the net [REDACTED] from the [REDACTED] for the following
purposes:

. Approximately HK$[REDACTED] million (representing [REDACTED]% of the
net [REDACTED]) will be used for OT-401, our Core Product;

. Approximately HK$[REDACTED] million (representing [REDACTED]% of the
net [REDACTED]) will be used for our other drug candidates;

. Approximately HKS[REDACTED] million (representing [REDACTED]% of the
net [REDACTED]) will be used for the acquisition of the manufacturing facility in

Suzhou pursuant to our cooperation agreement with the local government; and

. Approximately HK$[REDACTED] million (representing [REDACTED]% of the
net [REDACTED]) will be used for our working capital and other general corporate
purposes.

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

RISK FACTORS

We believe that there are certain risks involved in our operations, many of which are
beyond our control. These risks are set out in “Risk Factors” in this document. Some of the
major risks we face include:

. We have incurred significant operating losses since our inception, and may continue
to incur operating losses for the foreseeable future and may never become profitable.
As a result, you may lose substantially all of your [REDACTED] in us if our
business fails.

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

. We may rely on third parties (including our licensing partners) to manufacture or
import our clinical and commercial drug supplies, and our business could be harmed
if those third parties fail to provide us with sufficient quantities of product or fail
to do so at acceptable quality levels or prices.

. If we fail to comply with 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 could lose license rights that are
important to our business.

. 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.

. We may be unable to successfully complete clinical trials, obtain regulatory
approval and commercialize our drug candidates, or experience significant delays in
doing so.

. 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. You may lose all or part of your
[REDACTED] in us if our research and development fails.

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

necessary for commercial success.

. If we encounter difficulties enrolling patients in our clinical trials, our clinical trials
could be delayed or otherwise adversely affected.

. If we are not able to obtain, or experience delays in obtaining, required regulatory

approvals, we will not be able to commercialize our drug candidates, and our ability
to generate revenue will be materially impaired.
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[REDACTED] EXPENSES

[REDACTED] expenses to be borne by us are estimated to be approximately
HKS$[REDACTED] million (including [REDACTED], assuming an [REDACTED] of
HK$[REDACTED] per Share, being the mid-point of the indicative [REDACTED] range of
HK$[REDACTED] to HK$[REDACTED] per Share), assuming no exercise of the
[REDACTED]. Among such expenses, nil was recognized and charged to our consolidated
statements of profit or loss in 2018 and 2019. After December 31, 2019, approximately
HKS$[REDACTED] million is expected to be charged to our consolidated statements of profit
or loss, and approximately HK$[REDACTED] million is expected to be accounted for as a
deduction from equity upon the [REDACTED]. The [REDACTED] expenses above are the
latest practicable estimate for reference only, and the actual amount may differ from this
estimate.
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In this document, 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 document.

DEFINITIONS

“3W Partners”

“6 Dimensions Affiliates”

“6 Dimensions Capital”

“6 Dimensions Entities” or
“6 Dimensions”

“Articles of Association” or
“Articles”

“associate(s)”

“Boao Pilot Program”

“Board”

3W Partners Fund II, L.P., an exempted limited
partnership registered under the laws of the Cayman
Islands on June 7, 2017 and a Pre-[REDACTED]
Investor

6 Dimensions Affiliates Fund, L.P., a limited partnership
established under the laws of Cayman Islands on October
25, 2017 and one of our Controlling Shareholders

6 Dimensions Capital, L.P., a limited partnership
established under the laws of Cayman Islands on August
16, 2017 and one of our Controlling Shareholders

6 Dimensions Capital, 6 Dimensions Affiliates, Suzhou
Frontline II and Suzhou 6 Dimensions, the Controlling
Shareholders of our Company

[REDACTED]

articles of association of our Company conditionally
adopted on [®] and effective on the [REDACTED], as
amended from time to time, a summary of which is set
out in “Appendix III—Summary of the Constitution of
our Company and Cayman Companies Law” to this
document

has the meaning ascribed to it under the Listing Rules

a pilot examination and approval mechanism, approved
by the State Council and implemented in Boao Lecheng
International Medical Tourism Pilot Zone, Hainan
Province, to import drugs that are not approved in China

for urgent medical needs

the board of directors of our Company
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“Boyu”

“Business Day”

“China” or the “PRC”

“close associate(s)”

“Cayman Companies Law” or

“Companies Law”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)

Ordinance”

Boyu Capital Group Management Ltd., the management
company of Boyu Capital Fund IV, L.P., which is the sole
shareholder of Summer Iris Limited, a
Pre-[REDACTED] Investor

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

[REDACTED]

the People’s Republic of China, excluding, for the
purposes of this document and for geographical reference
only and except where the context requires otherwise,
Hong Kong, the Macau Special Administrative Region of
the PRC and Taiwan

has the meaning ascribed thereto under the Listing Rules

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

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
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“Company”

“Compliance Adviser”

“connected person(s)”

“connected transaction”

“Controlling Shareholder(s)”

“Coral Incentivization”

“Core Product”

“Cormorant Asset Management”

“COVID-19”

“Director(s)”

“dual source innovation strategy”

Ocumension Therapeutics (BKFEAERLAY), a company
incorporated under the laws of the Cayman Islands with
limited liability on February 27, 2018

Somerley Capital Limited
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules,
and unless the context otherwise requires, refers to the 6
Dimensions Entities

Coral Incentivization Limited, a business company
incorporated in the BVI with limited liability on March
31, 2020

has the meaning ascribed to it in Chapter 18A of the
Listing Rules; for the purposes of this document, our
Core Product refers to OT-401 (YUTIQ)

our Pre-[REDACTED] investors under the management
of Cormorant Asset Management, LP, an investment
adviser registered with the United States Securities and
Exchange Commission, including Cormorant Private
Healthcare Fund II, LP, Cormorant Global Healthcare
Master Fund, LP and CRMA SPV, L.P.

an infectious disease caused by the most recently
discovered coronavirus (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

our strategy to procure innovative drug assets through
two sources, being in-licensing or acquisition on the one
hand and internal research and development on the other
hand
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“Employee Stock Option Plan”

“Extreme Conditions”

“EyePoint”

“Frost & Sullivan”

“Frost & Sullivan Report”

“General Atlantic”

“Greater China”

“Group”

the employee stock option plan adopted by our Company
on May 23, 2018, as amended from time to time, the
principal terms of which are set out in “Appendix
IV—Statutory and General Information—D. Share
Incentive Schemes—1. Employee Stock Option Plan” to
this document

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

EyePoint Pharmaceuticals, Inc., formerly known as
pSivida Corp., a biotech company incorporated under the
laws of Delaware, the United States on March 19, 2008,
one of our licensing partners whose shares are listed on
the Nasdaq Stock Market (ticker symbol: EYPT)

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a
global market research and consulting company, which is
an Independent Third Party

an independent market research report commissioned by
us and prepared by Frost & Sullivan for the purpose of
this document

General Atlantic Singapore OT Pte. Ltd, a private
company limited by shares incorporated under the laws of
Singapore on July 9, 2018 and a Pre-[REDACTED]
Investor

[REDACTED]

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

[REDACTED]

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)
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“GTS” Gene Techno Science Co., Ltd.,, a corporation
incorporated under the laws of Japan on March 1, 2001,
one of our licensing partners whose shares are listed on
the Tokyo Stock Exchange (stock code: 4584)

“HK$” Hong Kong dollars, the lawful currency of Hong Kong
[REDACTED]
“Hong Kong” the Hong Kong Special Administrative Region of the
PRC
[REDACTED]
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“Huonland” Beijing Huonland Pharmaceutical Co., Ltd. (5 [ B 5
TEREA RN A]), a limited liability company established
under the laws of the PRC on August 3, 2012 and one of
our licensing partners

“Independent Third Party(ies)” 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

[REDACTED]
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“Joint Sponsors”

“Latest Practicable Date”

“Listing Committee”

“Listing Rules”

“M&A Rules”

“Main Board”

[REDACTED]

Morgan Stanley Asia Limited and Goldman Sachs (Asia)
L.L.C.

June 19, 2020, being the latest practicable date for the
purpose of ascertaining certain information contained in
this document prior to its publication

[REDACTED]

the listing committee of the Hong Kong Stock Exchange

[REDACTED]

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

supplemented from time to time

Regulations on Mergers and Acquisitions of Domestic
Companies by Foreign Investors ( B4 MI % & 4 1f i
RNAZERHEIE) ), which were jointly promulgated by
MOFCOM, the State Assets Supervision and
Administration Commission, the STA, the SAIC, the
CSRC, 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
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“Memorandum of Association”

“Nicox”

“Ocumension Hong Kong”

“Ocumension Shanghai”

“Ocumension Suzhou”

“Ocumension Zhejiang”

memorandum  of association of our Company
conditionally adopted on [®] to take effect on the
[REDACTED], as amended from time to time, a
summary of which is set out in “Appendix III—Summary
of the Constitution of our Company and Cayman
Companies Law” to this document

Nicox S.A., a corporation incorporated under the laws of
France on February 15, 1996, one of our licensing
partners whose shares are listed on the FEuronext
exchange (ticker symbol: COX)

Ocumension (Hong Kong) Limited (FREEAEAAEY) 5 44
(B #5) A PR/ F]), a company incorporated under the laws
of Hong Kong on March 7, 2018 and one of the
Company’s subsidiaries

Ocumension Therapeutics (Shanghai) Co., Ltd. (FKEE#E
HAEY L) AR/AF]), a company established
under the laws of the PRC on May 25, 2018 and one of
the Company’s subsidiaries

Suzhou Ocumension Biotech Co., Ltd. (FF Rk AEMAE
WERHLA A A, a company established under the laws
of the PRC on February 11, 2020 and one of the
Company’s subsidiaries

Ocumension (Zhejiang) Therapeutics Co., Ltd. (HEAER
(W) B2 FR/A 7)), a company established under the

laws of the PRC on May 11, 2020 and one of the
Company’s subsidiaries

[REDACTED]
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“Pre-[REDACTED]

Investment(s)”

“Pre-[REDACTED] Investor(s)”

“Preferred Shares”

“Regulation S”

“Renminbi” or “RMB”

“RSU Scheme”

“Rule 144A”

[REDACTED]

the pre-[REDACTED] investment(s) in our Company,
the details of which are set out in the section headed
“History, Restructuring and Corporate
Structure—Pre-[REDACTED] Investments”

the investors of Pre-[REDACTED] Investments

the Series A Preferred Shares and the Series B Preferred
Shares

[REDACTED]

Regulation S under the U.S. Securities Act

the lawful currency of the PRC

the restricted share unit scheme approved by the board of
directors of the Company, the details of which are set out
in “Statutory and General Information—D. Share
Incentive Schemes—2. RSU Scheme” in Appendix IV to
this document

Rule 144A under the U.S. Securities Act
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“SAFE Circular 377

“Series A Investors”

“Series A Preferred Shares”

“Series B Investors”

“Series B Preferred Shares”

usenju”

“Share(s)”

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 ( <[E 4 Mife /8 3 B 7 52 1A Je R A
Frok H 9 LAl & SRR B A A HEA B )
HIE R )

holder(s) of the Series A Preferred Shares

the series A preferred shares with a par value of
US$0.0001 per share in the authorized share capital of the
Company allotted and issued to the Series A Investors
during the Pre-[REDACTED] Investments, or the series
A preferred shares with a par value of US$0.00001 per
share held by the Series A Investors in the authorized
share capital of the Company following the Share
Subdivision, details of which are described in the section
headed  “History, Restructuring and  Corporate
Structure—Pre-[REDACTED] Investments”

holder(s) of the Series B Preferred Shares

the series B preferred shares with a par value of
US$0.0001 per share in the authorized share capital of the
Company allotted and issued to the Series B Investors
during the Pre-[REDACTED] Investments, or the series
B preferred shares with a par value of US$0.00001 per
share held by the Series B Investors in the authorized
share capital of the Company following the Share
Subdivision, details of which are described in the section
headed  “History, Restructuring and  Corporate
Structure—Pre-[REDACTED] Investments”

Senju  Pharmaceutical Co., Ltd., a corporation
incorporated under the laws of Japan on April 9, 1947 and

one of our licensing partners

ordinary shares in the share capital of our Company of
US$0.00001 each
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“Share Subdivision”

“Shareholder(s)”

“Sophisticated Investor(s)”

“State Council”

“Stock Exchange”

“subsidiary(ies)”

“Substantial Shareholder(s)”

“Suzhou 6 Dimensions”

“Suzhou Frontline II”

“Temasek”

the subdivision of each share in the Company’s issued
and unissued share capital with par value of US$0.0001
each into 10 shares of the corresponding class with par
value of US$0.00001 each on [®], the details of which are
set out in “History, Restructuring and Corporate
Structure—Share Subdivision and Share Conversion”

holder(s) of our Share(s)

has the meaning ascribed to it under Guidance Letter
HKEX-GL92-18 issued by the Stock Exchange and refers
to Summer Iris Limited, TLS Beta Pte. Ltd., General
Atlantic Singapore OT Pte. Ltd., Southern Creation
Limited and 3W Partners Fund II, L.P.

[REDACTED]

the State Council of the PRC (H 3 A R 3 B B %5 B¢ )

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

Suzhou 6 Dimensions Venture Capital Partnership L.P.
(BRMBEMBRBE SR BREREN), a  limited
partnership established under the laws of the PRC on
August 4, 2017 and one of our Controlling Shareholders

Suzhou Frontline BioVentures Venture Capital Fund II
LP.  (FRMZEM —HIRERE S B REERER)), a
limited partnership established under the laws of the PRC
on March 8, 2016 and one of our Controlling
Shareholders

Temasek Holdings Pte. Ltd., a company established under
the laws of Singapore on June 25, 1974 and the sole
shareholder of a Pre-[REDACTED] Investor, TLS Beta
Pte. Ltd.
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“Track Record Period” the period ended December 31, 2018 and the financial
year ended December 31, 2019

[REDACTED]

“U.S.” or “United States” the United States of America, its territories, its

possessions and all areas subject to its jurisdiction

“U.S. persons” U.S. persons as defined in Regulation S

“U.S. Securities Act” United States Securities Act of 1933, as amended
[REDACTED]

“WuXi AppTec” WuXi AppTec Co., Ltd. (4S5 %% R f55r 42 B 5 A0 A

F/ZyH]), a joint stock company with limited liability
incorporated in the PRC and whose shares are listed on
the Stock Exchange (stock code: 2359) and Shanghai
Stock Exchange (stock code: 603259), an Independent
Third Party, and, where the context so requires, any of its
subsidiaries and affiliates

[REDACTED]
ACRONYMS
“BVI” the British Virgin Islands
“CAGR” compound annual growth rate
[REDACTED]
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“CDE” the Center for Drug Evaluation of NMPA (|3 5¢ 45 i B &
B R EE T3 RE L), a division of the NMPA mainly
responsible for review and approval of IND and NDA

“CEO” chief executive officer

“CFDA” the China Food and Drug Administration (5% & 5% 5
EEE IR R)

“CMDE” the Center for Medical Device Evaluation of NMPA (|2

TR BB TR B R R A I 28 o0), a division of
the NMPA mainly responsible for the evaluation and
approval of medical devices

“CSRC” the China Securities Regulatory Commission (B 7%
EEEHZEE)
“EIT Law” the PRC Enterprise Income Tax Law ( ™13 A R ALA1

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

“EMA” European Medicines Agency

“EU” European Union

“FDA” the United States Food and Drug Administration

“FVTPL” fair value through profit or loss

“IFRS” International Financial Reporting Standards

“MOFCOM” the Ministry of Commerce of the PRC (3 A LA
P 5 )

“NDRC” the National Development and Reform Commission ('

1 N RIETN B 5 5 R A R 2 B

e

“NRDL” the National Reimbursement Drug List (B %X B {#44 H
k)
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“NMPA” the National Medical Products Administration (5% Z& i,
WBHE LR, the successor of the CFDA, the SFDA and
the State Drug Administration (1% %¢3E 5 BB 1), or

SDA

“NPC” the National People’s Congress of the PRC (3 A &1t
B2 N RAFKE)

“PCT” the Patent Cooperation Treaty

“QIB” qualified institutional buyer within the meaning of Rule
144A

“SAFE” the State Administration of Foreign Exchange of the PRC

(e N\ B RN 37 [ 5% 4/ REE A 1L )

“SAIC” the State Administration of Industry and Commerce of
the PRC (3 AR AN 3 [0 5 147 BUE BEAR )

“SAMR” the State Administration for Market Regulation of the
PRC (b NRIEIBIH 5 BB E AR,  the
successor of the SAIC

“SFC” the Securities and Futures Commission of Hong Kong

“SFDA” the State Food and Drug Administration (5% & 5% 5
SR R

“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 (1% A&
S [BR) [5R) RA05 4ER) )

For the purpose of this document, 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.
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This glossary contains definitions of certain terms used in this document in connection

with us and our business. Some of these may not correspond to standard industry definitions.

“abbreviated NDA”

“acetazolamide”

“AE”

“agonist”

“allergen”

“AMD”

“anterior chamber”

“anticholinergic”

“antihistamine”

“anti-VEGF drug”

“aqueous humor”

“arachidonic acid”

abbreviated new drug application, an application for a
generic drug to an approved drug

a drug that inhibits the activity of carbonic anhydrase, a
type of enzyme that helps regulate pH and fluid balance.
Acetazolamide is used in the treatment of glaucoma and

in the prevention of acute mountain sickness

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

a drug or other substance that activates a receptor to
produce a specific physiological effect

a substance that causes an allergic reaction

age-related macular degeneration, a disease that causes
damage to the macula and leads to progressive loss of
central vision

the front part of the eye between the cornea and the iris
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. Antihistamine is often used to treat allergic
rhinitis and other allergies

a drug that suppresses the activity of VEGF

a transparent watery fluid that fills both the anterior and
posterior chambers of the eye

unsaturated fatty acid that occurs in most animal fats and
is considered essential in animal nutrition
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“asthma”

“atropine”

“beta-blocker”

“bimatoprost”

“biosimilar”

“biosynthesis”

“blepharitis”

“bridging trial”

“brimonidine”

“CAC”

“capillary”

a chronic lung disorder that is marked by recurring
episodes of reversible airway obstruction manifested by
labored breathing accompanied especially by wheezing
and coughing and by a sense of constriction in the chest

atropine or atropine sulfate, a medication used to treat
certain types of nerve agent poisonings and certain types
of slow heart rates

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

a type of PGA used to treat increased intraocular
pressure, sold under the trade name Lumigan

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

the production of a complex chemical compound from

simpler precursors in a living organism

a disease characterized by the inflammation of the margin
of the eyelids

a supplemental trial performed in a new region to provide
clinical data on efficacy, safety and dosage, which allows
for the extrapolation of foreign clinical data to the
population in the new region

a drug indicated for lowering intraocular pressure in
open-angle glaucoma

conjunctival  allergen challenge, a conjunctival
provocation test that evaluates the efficacy of anti-
allergic agents by instilling allergens on the ocular
surface

any of the minute blood vessels that form networks
throughout the bodily tissues
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“carbonic anhydrase”

“cataract”

“cetirizine”

“chronic NIU-PS”

“CMC”

“CMO”

“collagen”

“confirmatory clinical phase III
trial”

“conjunctival epithelium”

a class of enzymes that catalyze the interconversion
between carbon dioxide and water and the dissociated
ions of carbonic acid, thereby helping regulate pH and
fluid balance

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

cetirizine  hydrochloride, a second-generation of
antihistamine that binds competitively to histamine
receptor sites to reduce swelling, itching, and
vasodilation with better safety and efficacy

chronic non-infectious uveitis affecting the posterior
segment of the eye

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
manufactures drug products for pharmaceutical
companies on a contract basis

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

cartilage

a phase III clinical trial which is generally used to
provide additional or firm evidence of efficacy or safety,
and an active control is required. Additionally,
confirmatory clinical phase III trial also evaluates the
efficacy of a drug candidate in comparison with currently
available drugs. In China, a confirmatory clinical phase
III trials is usually suggested by the CDE as part of a
bridging study to compare the efficacy and safety of an
in-licensed drug candidate against currently available
drugs in China.

non-keratinized, stratified layer that together with the
corneal epithelium provides stability to the tear film
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“conjunctival hyperemia”

“conjunctivitis”

“cornea”

“corticosteroid”

“CRO”

“cyclosporine”

“cytokines”

“D”

“degranulation”

“demodex”

“dermatology”

bl

“dexamethasone’

“DME”

conjunctival reaction that appears as dilation and redness

of the conjunctival vessels

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

a class of steroid hormones that are produced by the
adrenal cortex, a part of the adrenal gland

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

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

immediate response of tissue mast cells to wounding,
releasing preformed mediators into the local connective
tissue which results in the recruitment of cellular and
soluble effectors

a parasitic mite that infests the hair follicles and skin of
humans and domestic animals

a branch of science dealing with the skin, its structure,
functions and diseases

dexamethasone or dexamethasone sodium phosphate, a
synthetic steroid hormone used especially as an anti-

inflammatory agent

diabetic macular edema, a complication of diabetes that
causes damage to the macula
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“double-masked clinical trial”

“dry eye”

“edema”

“emedastine”

“endophthalmitis”

“epithelia”

“FA”

“fibrin”

“fibroblast”

“fluoroquinolone”

“fluticasone propionate”

“generic drug”

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

a condition associated with inadequate tear production
and marked by redness, itching and burning of the eye

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

a second-generation antihistamine used in eye drops to
alleviate the symptoms of allergic conjunctivitis

an infection of the tissues or fluids inside the eyeball

tissues that line the outer surfaces of organs and blood
vessels throughout the body, as well as the inner surfaces
of cavities in many internal organs

fluocinolone acetonide, a corticosteroid primarily used to
reduce inflammation and relieve itching

a blood component involved in the clotting process which
can be used as a matrix for tissue engineering

applications

a type of biological cell that synthesizes the extracellular
matrix and collagen, produces the structural framework
(stroma) for animal tissues, and plays a critical role in
wound healing

any of a class of synthetic antibiotics which are
fluorinated quinolones, and which have broad-spectrum
antibacterial activity and work by interfering with
bacterial DNA synthesis

a corticosteroid with anti-inflammatory properties
a drug that is chemically identical to an original drug and

is generally available in the same strength and dosage
forms as the original
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“glaucoma”

“glucocorticoid”

“GCP”

“GMP”

“Grade II hospital”

“Grade III hospital”

“gyrase”

“H 1 2

“histamine”

“hyaluronic acid”

“hydrophilia”

“hyperosmolarity”

“hypoxia”

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

any of the steroid hormones produced in the adrenal
cortex, a part of the adrenal gland, which are associated

with carbohydrate metabolism

good clinical practice, a quality standard for conducting

clinical trials

good manufacturing practice, a system for ensuring that
products are consistently produced and controlled
according to quality standards

a medium-sized city-, county- or district-level hospital in
China with a bed capacity of 101 to 500

a large city-, provincial- or national-level hospital in
China with a bed capacity exceeding 500

any of a class of bacterial enzymes that catalyze the
breaking and rejoining of bonds linking certain molecules
in circular DNA

histamine-1

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

sodium hyaluronate, a type of acid naturally produced by
the human or animal body to keep tissues lubricated and
moist

a tendency to absorb fluid

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 condition in which the body or a region of the body
does not have adequate oxygen supply at the tissue level
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“IgE”

ngle

“immuno-suppressant”

“inciting agent”

“IND”

“interleukin-4 cytokine”

“intravitreal implant”

“IOPN

“iI'iS”

“ITT population”

“keratoplasty”

“latanoprost”

“leukocyte”

“leukotriene”

Immunoglobulin E

immunoglobulin G1, a type of antibody in blood
circulation that controls infections in the human body

a class of drugs that suppress, or reduce, the strength of
the body’s immune system

a factor (as an infectious agent) that is the essential

causative agent of a particular disease

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 key cytokine in the development of allergic
inflammation

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
intraocular pressure

a thin, annular structure in the eye, responsible for
controlling the diameter and size of the pupil and thus the
amount of light reaching the retina

intent-to-treat population, a group of subjects in a clinical
trial that are intended to represent suitable patients and to
be reflective of the treatment outcome if the treatment is
used in clinical practice

a surgery for restoration of the cornea

a type of PGA used to treat increased intraocular
pressure, sold under the trade name Xalatan

white blood cells

any of a group of arachidonic acids that participate in
allergic responses
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“lipocortins”

“macula”

“macular edema”

“MAH”

“mast cells”

“mCNV”

“membrane phospholipid”

“muco-adhesion”

“moxifloxacin”

“MRCT”

“mucosa”

“myopia”

“nanocrystal”

“NDA”

also known as annexin, a group of proteins that suppress
phospholipase A2

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

color vision

a condition that occurs when blood vessels in the retina

leak, which can cause permanent vision loss if untreated

marketing authorization holder, who is allowed to market
a drug product within a certain region or country

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

myopic choroidal neovascularization, a complication of
myopia, which causes the creation of new blood vessels
in the choroid, a vascular membrane of the eyeball

complex molecules that, like proteins, harbor functional
groups known to coordinate copper ions

the adhesion between two materials, at least one of which
is a mucosal surface

moxifloxacin or moxifloxacin hydrochloride, an
antibiotic used to treat a number of bacterial infections

multi-regional clinical trial, a clinical trial that is
conducted in different regions under a common trial
design for simultaneous global new drug development

the membrane that covers the inside surface of organs

a refractive condition in which the image of distant

objects is focused in front of, rather than on, the retina
a nanoscale crystal

new drug application, an application through which the
drug sponsor formally proposes that the relevant

regulatory authority approve a new drug for sales and
marketing
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“neurotransmitter” a substance that transmits nerve impulse
“NIPU” non-infectious posterior uveitis
“NO” nitric oxide

1)

“ocular hypertension’ an eye pressure of greater than 21 mm Hg
“off-label use” medication which is being used in a manner not specified
in the approved packaging label

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

“optic nerve” the nerve layer that lines the back of the eye and senses
light and creates impulses to be transmitted to the vision
centers of the brain

“orbital fibrosis” a class of rare genetic disorders affecting one or more of
the muscles that move the eyeballs

“osteoarthritis” a joint disease characterized by destruction of articular
cartilage, usually occurring among the elderly and
causing pain and stiffness

“OTC drugs” over-the-counter drugs, drugs that are sold directly to a
consumer without a prescription

“pancreatitis” a disease characterized by inflammation of the pancreas

“pathogenesis” the mechanism whereby a disease is produced

“pediatric” the branch of medicine that involves the medical care of
infants, children and adolescents

“PGA” prostaglandin analog, a class of drugs that bind to
prostaglandin receptors

“phakic eye” an eye containing a phakic intraocular lens, which is

placed on top of the natural lens and is typically intended
to correct refractive errors and treat myopia
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“Phase I clinical trial”

“Phase II clinical trial”

“Phase III clinical trial”

“phosphate”

“phospholipase A,”

“photophobia”

“photoreceptor”

“placebo”

“plasma cells”

“preclinical research”

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

a compound derived from a phosphoric acid, usually a
constituent of cereals, minerals and rocks

an enzyme which releases fatty acids from glycerol

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

a cell or group of cells capable of converting a visible
light stimulus into an electrical signal in a nerve

a medical treatment or preparation with no specific
pharmacological activity

a type of immune cells that make large amounts of a
specific antibody

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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“primary efficacy endpoint”

“prostaglandin”

“pruritus”

“ptosis”

“pupil”

“pyrazole”

“quinolones”

“raceanisodamine”

“randomized clinical trial”

“ranibizumab”

“receptor antagonist”

“renal neoplasm”

“retina”

“rhinitis”

a clinical or laboratory outcome measured in an
individual after randomization that allows one to test the
primary hypothesis and provides the means of assessing
whether a therapy is effective compared with its control

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
the medical term for itch

a drooping or falling of the upper eyelid

the opening in the iris through which light passes through
to the lens

a compound whose molecule is an unsaturated five-

membered ring containing adjacent nitrogen atoms

any of a class of synthetic antibacterial drugs that inhibit
the replication of bacterial DNA

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 and is used for the treatment of wet AMD

a type of drug that blocks or dampens a biological
response by binding to and blocking a receptor rather

than activating it like an agonist

an abnormal mass of tissue in kidney that results when

cells divide abnormally, forming a tumor

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

inflammation of the mucous membrane of the nose
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“RVO” retinal vein occlusion, a disease due to the blockage of
the retinal vein, the blood vessel that drains the retina,
which can lead to blurry vision or loss of vision

“SAEs” serious adverse events, AEs that result in death, or is
life-threatening, or require in-patient hospitalization or
cause prolongation of existing hospitalization, or result in
persistent or significant disability or incapacity, or is a
congenital anomaly or birth defect

“sclera” the dense fibrous opaque white outer coat enclosing the
eyeball except the part covered by the cornea

“sham injection” the injection of a placebo or agent that simulates a drug
being administered in a clinical trial

)

“standard of care’ a treatment that is accepted and widely used by medical
experts as a proper and standard treatment for a certain

disease

“steroid” a large class of natural or synthetic organic compounds
characterized by a nucleus of 17 carbon atoms in the form
of four fused rings, which includes many types of
hormones and glycosides, and many of which have
important pharmacological uses

“tachycardia” a common type of heart rhythm disorder in which the
heart beats faster than normal while at rest

“TEAE” 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

“tear film” a thin fluid layer that covers the outer surfaces of the eye

“teratogenic risk” risk that a certain substance could result in a baby being
born with a birth defect

“Th2 cell” T helper type 2 cell, a type of T cell that plays an
important role in the immune system

“tonometry” a procedure performed to determine the IOP
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“topoisomerase”

“trabecular”

s

“type 2 diabetes mellitus’

“tyrosine kinase”

“uveoscleral outflow”

“vasodilation”

“VEGF”

“vehicle”

“visual cortex”

“vitreous humor”

“y-aminobutyric acid”

any of a class of enzymes that reduce winding in DNA by
breaking and rejoining one or both strands of the DNA
molecule

a small, often microscopic, tissue element in the form of
a small beam, strut or rod that supports or anchors a

framework of parts within a body or organ

formerly known as adult-onset diabetes, a type of
diabetes characterized by high blood sugar, insulin
resistance and relative lack of insulin

an enzyme that can transfer a phosphate group to a
protein in a cell

drainage of ocular aqueous humor from the anterior
chamber into the anterior chamber angle other than

through the trabecular meshwork

the widening of blood vessels

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

a vehicle control is used in studies in which a substance
(e.g., saline or mineral oil) is used as a vehicle for a
solution of the experimental compound, and the
supposedly innocuous substance is used alone without the
experimental compound in order to determine whether
the vehicle alone causes any effects

a part of the brain that processes visual information

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

gamma aminobutyric acid, the major inhibitory

neurotransmitter that reduces neuronal excitability

throughout the nervous system
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FORWARD-LOOKING STATEMENTS

We have included in this document forward-looking statements. Statements that
are not historical facts, including statements about our intentions, beliefs, expectations
or predictions for the future, are forward-looking statements.

This document contains 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

LR N3 2 < 99 ¢

this document, the words “aim,” “anticipate,” “believe,” “could,” “expect,” “going forward,”

LRI 9 ¢ G

“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
document. 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 operations and business prospects of our collaboration partners, service
providers and other suppliers;

. general political, economic and societal, including public health and safety,
conditions;

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

. the amount and nature of, and potential for, future development of our business.
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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 document, 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 document 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 document are qualified by reference to the cautionary
statements in this section.

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

are made as of the date of this document. Any such information may change in light of future
developments.
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You should carefully consider all of the information in this document, including
the risks and uncertainties described below, before making an [REDACTED] in our
Shares. Our business, financial condition and results of operations could be materially
and adversely affected by any of these risks and uncertainties. The [REDACTED] of
our Shares could decline due to any of these risks, and you may lose all or part of your
[REDACTED]. Additional risks and uncertainties not presently known to us, or not
expressed or implied below, or that we deem immaterial, could also harm our business,
financial condition and results of operations.

We believe there are certain risks and uncertainties involved in our operations, 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
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 operations;
(vii) risks relating to doing business in China; and (viii) risks relating to the [REDACTED].

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 have incurred significant operating losses since our inception, and may continue to
incur operating losses for the foreseeable future and may never become profitable. You
may lose substantially all of [REDACTED] in us if our business fails.

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.

We have incurred significant expenses related to the research and development of our
product candidates in the past. In 2018 and 2019, our research and development expenses
amounted to RMB40.7 million and RMB99.5 million, respectively. In addition to our
significant research and development expenses, we also incurred selling expenses and
administrative expenses associated with our operations. As a result, we recorded net losses of
RMB209.4 million and RMB1,325.5 million in the period ended December 31, 2018 and the
year ended December 31, 2019, respectively. Excluding the effect of fair value loss of financial
liabilities at FVTPL and share-based payment expenses, our non-IFRS adjusted net losses
would be RMB47.0 million and RMB82.4 million for the same periods, respectively. See
“Financial Information—Non-IFRS Measure.” The research and development of our drug
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candidates involves a lengthy and expensive process with an uncertain outcome. If the research
and development of any of our drug candidates is not successful, our profitability and business
prospects may be materially and adversely affected. Such failure may further impact
[REDACTED] perception of our potential value and could impair our ability to expand our

business or continue our operations.

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
late-stage 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 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 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 [REDACTED] in
us if our business fails.

We had net operating cash outflows during the Track Record Period.

We had net cash used in operating activities of RMB43.4 million and RMB108.1 million
in 2018 and 2019, respectively. While we believe we have sufficient working capital to fund
our current operations, we expect that we may 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.

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 inception. To date, we
have financed our operations primarily through the equity financing. Although we generated
revenue from the limited sales of OT-401 under the Boao Pilot Program and have started
marketing Ou Qin and brimonidine tartrate eye drop, and are conducting this [REDACTED],
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 upfront and milestone payments, agency and consulting fees, staff costs and
clinical trial expenses. Upfront and milestone payments primarily include in-license fees
related to our in-licensed drug candidates, which, during the Track Record Period, included
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payments made to EyePoint, Nicox, Senju and GTS. Agency and consulting fees primarily
include fees paid for CMC and regulatory affairs related to drug registration. Staff costs
primarily include (i) share-based compensation expenses and (ii) salaries and welfare for
research and development, sales and marketing and administrative personnel. Clinical trial
expenses primarily include fees paid to CROs. We expect our cash operating costs in 2020 will
increase significantly in light of our expanding pipeline and clinical trial programs. The
estimated cash operating costs reflect current expectations of our business operations and may
be subject to material changes. Our existing cash, cash equivalents and short-term investments
may not be sufficient to enable us to complete all development or commercially launch of our
current drug candidates for the currently anticipated indications and to invest in additional drug
candidates. If the financial resources available to us after the [REDACTED] are insufficient
to satisfy our cash requirements, we may seek additional funding through equity offerings, debt
financings, collaborations and licensing arrangements. 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. We have based this estimate on assumptions that may prove to be wrong, and
we could exhaust our available capital resources sooner than we currently expect. 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 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, licensing or other
arrangements that we may establish;

. cash requirements of any future acquisitions and/or the development of other
pipeline drug candidates;
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. 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.

Our results of operations, financial condition and prospects may be adversely affected by
fair-value changes in our Preferred Shares and the Share Purchase Option at fair value
through profit or loss.

During the Track Record Period, we issued the Preferred Shares and the Share Purchase
Option, which we recognized as financial liabilities at fair value through profit or loss on our
consolidated statements of financial position. We recorded total deficits of RMB777.3 million
and RMB2,068.5 million as of December 31, 2018 and 2019, respectively, primarily due to
such financial liabilities. In 2018 and 2019, we realized net fair-value losses of financial
liabilities at fair value through profit or loss of RMB158.7 million and RMB1,196.2 million,
respectively. The estimated changes in fair value involve the exercise of professional judgment
and the use of certain bases, assumptions and unobservable inputs, which, by their nature, are
subjective and uncertain. For more details, see “Financial Information—Critical Accounting
Policies and Estimates—Fair Value of Financial Assets and Financial Liabilities at Fair Value
Through Profit or Loss.” As such, the financial liabilities valuation has been, and will continue
to be, subject to uncertainties in accounting estimation, which may not reflect actual fair value
of these derivative financial liabilities and result in significant fluctuations in profit or loss
from year to year. The Share Purchase Option was exercised on September 18, 2019. The
Preferred Shares will automatically convert into Shares upon [REDACTED], at which time we
expect to record them as equity and, accordingly, turn into a net asset position. However, we
do expect to recognize additional loss from the fair-value changes of financial liabilities after
December 31, 2019 to the [REDACTED], and we may still retain accumulated losses due to
the fair-value loss of our Preferred Shares prior to the [REDACTED].

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

The Company was set up in the Cayman Islands on February 27, 2018. Our operations to
date have focused on organizing and staffing our Company, business planning, raising capital,
establishing our ophthalmic drug portfolio, conducting preclinical studies and clinical trials of
our drug candidates, developing manufacturing capabilities and building a sales network. Most
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 manufactured or commercialized any such drug candidates. During the Track
Record Period, we only derived a small amount of revenue from the limited sales of OT-401,
our Core Product, under the Boao Pilot Program. See “Business—Advanced-Stage Drug

— 57 -



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

RISK FACTORS

Candidates—OQOT-401 (YUTIQ)—Boao Pilot Program.” We have only recently commenced
commercial sales of two approved drugs with respect to which we had acquired rights from a
partner. Our limited operating history, particularly in light of the rapidly evolving
biopharmaceutical 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
[REDACTED] to lose substantially all of their [REDACTED] in our business.

We had net liabilities during the Track Record Period.

As of December 31, 2018 and December 31, 2019, we had net liabilities of RMB777.3
million and RMB2,068.5 million, respectively. Our deficit position was in part due to the
accounting treatment for our Preferred Shares and Share Purchase Option, which are classified
as financial liabilities measured at FVTPL. The Share Purchase Option was exercised on
September 18, 2019. The Preferred Shares will automatically convert into Shares upon
[REDACTED], at which time we expect to record them as equity and, accordingly, turn into
a net asset position.

Our results of operations, financial conditions, and prospects may be adversely affected
by changes in fair value of other financial assets.

During the Track Record Period, we had certain financial assets at fair value through
profit or loss, primarily consisting of wealth management products we purchased by using our
free cash. These wealth management products comprised risk-free or low-risk financial
products with short-term or flexible redemption options issued by commercial banks or
reputable financial institutions in China and the United States. The fair value of these financial
products was determined by discounted cash flow, which was estimated based on expected
return, and discounted at a rate that reflects the risk of underlying investments. The financial
assets at fair value through profit or loss are stated at fair value, and net changes in their fair
value are recorded as other gains or losses, and therefore directly affect our results of
operations. We cannot assure you that market conditions and regulatory environment will
create fair value gains and we will not incur any losses from changes in fair value of other
financial assets in the future. If we incur such fair value losses, our results of operations,
financial condition and prospects may be adversely affected.

If we fail to effectively manage our anticipated growth or execute on our growth
strategies, our business, financial condition, results of operations and prospects could
suffer.

Our growth strategies focus on identifying, developing and commercializing first- or
best-in-class ophthalmic therapies. For more information, 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
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biopharmaceutical 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 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.

A significant portion of our assets is denominated in foreign currencies.

Certain of our time deposits, bank balances and cash, other financial assets and trade and
other payables are denominated in foreign currencies, and are exposed to foreign currency risk.
We recorded net foreign exchange losses of RMB1.3 million and gains of RMB15.1 million in
2018 and 2019, 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 AND CLINICAL TRIALS OF OUR DRUG
CANDIDATES

We may not be able to in-license new drug candidates with high potential.

Historically, we have in-licensed a number of drug candidates to develop and
commercialize in the Greater China region. These assets are important for our portfolio and
in-licensing will remain important for our portfolio strategy. We cannot guarantee that we will
be able to continue to successfully identify and in-license new drug candidates with high
potential. In addition, we have limited financial resources, our resource allocation decisions
may cause us fail to capitalize on drug candidates that may later prove to have high commercial
potential and profitable market opportunities. Further, if disagreements or disputes arise
between us and our current licensing partners, our existing collaborations may be harmed and
we may not able to in-license new drug candidates from our current licensing partners or other
global pharmaceutical companies. As a result, we may not be able to successfully expand our
drug portfolio and our future growth and prospects may be adversely affected.

We may be unable to successfully complete clinical trials, obtain regulatory approval and
commercialize our drug candidates, or experience significant delays in doing so.

Our business will depend on the successful development, regulatory approval and
commercialization of the drug candidates in our development pipeline, most of which are still
in preclinical or clinical development, and other drug candidates we may in-license, acquire or
develop. 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:

. successful patient enrollment in, and completion of, clinical trials;

—59 —



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

RISK FACTORS

. 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;

. obtaining sufficient supplies, including, where applicable, suppliers from our
in-licensing partners, that may be necessary for use in clinical trials for evaluation
of our drug candidates;

. favorable safety and efficacy data from our clinical trials and other studies;

. 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 discover new drug candidates.

We may fail to discover new drug candidates for clinical development for a number of
reasons. Research programs to discover new drug candidates and new formulations or pursue
the development of our drug candidates for additional indications require substantial technical,
financial and human resources. Our research programs may initially show promise in
discovering new drug candidates or new formulations or developing additional potential
indications, yet fail to yield results for clinical development for a number of reasons, including:

. the research methodology used may not be successful in discovering new drug
candidates or formulations or developing additional potential indications;
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. there can be significant variability in safety and/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;

. potential drug candidates may, after further study, be shown to have harmful adverse
effects or other characteristics that indicate they are unlikely to be effective drugs;
or

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

Accordingly, our efforts and resources in discovering new drug candidates or other
potential programs that ultimately prove to be unsuccessful. We may not be able to successfully
expand our drug portfolio, which could materially adversely affect our future growth and
prospects.

If we encounter difficulties enrolling patients in our clinical trials, our clinical trials could
be delayed or otherwise adversely affected.

The timely completion of a clinical trial in accordance with its protocol 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 the size and nature of the patient population and the patient
eligibility criteria defined in the protocols. 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 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.
For example, due to the COVID-19 pandemic, we had enrolled 29 patients as of the Latest
Practicable Date for our Phase III clinical trial for OT-401, which is slower than what we had
expected. This 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 of our drug candidates.
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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. You may lose all or part of your [REDACTED] in us if
our research and development fails.

Before obtaining regulatory approval to market our drug candidates, we must do
substantial pre-clinical 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 lack of efficacy or adverse safety profiles, notwithstanding positive results in earlier trials.
Our future clinical trial results may not be favorable.

We may incur additional costs or experience delays in completing, or 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;
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. our inability 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;

. clinical trials of our drug candidates may produce negative or inconclusive results,
and additional clinical trials or abandon drug development programs may be
required;

. 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;

. 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, companion diagnostics 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 currently 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.
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If competing drugs are more effective, have fewer side effects, are more effectively
marketed and cost less than our drugs or drug candidates, or receive regulatory approval
or reach the market earlier, our drug candidates may not be approved, and our drugs or
drug candidates may not achieve the sales we anticipate and could be rendered
noncompetitive or obsolete.

We believe that other pharmaceutical companies, research organizations and other entities
are or may be seeking to develop drugs, therapies or approaches to treat our targeted diseases
or their underlying causes. For some of our targeted diseases, competitors have alternative
therapies that are already commercialized or are in various stages of development. Any of these
competing drugs may receive government approval or gain market acceptance more rapidly
than our future approved drugs and drug candidates, may offer therapeutic or cost advantages,
or may more effectively treat the targeted diseases or their underlying causes, or have fewer
side effects or may more easier to use, which could result in our drug candidates not being
approved, reduce demand for our future approved drugs and drug candidates or render them
noncompetitive or obsolete.

Our approved drugs 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 approved drugs 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 applicable
regulatory authorities in other countries.

Any approvals that we 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. The NMPA and other regulatory authorities actively enforce the laws and
regulations prohibiting the promotion of off-label uses, and a company that is found to have
improperly promoted off-label uses may be subject to significant liability.
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Adverse drug reactions and negative results from off-label use of our future approved
drugs could materially harm our business reputation, product brand name, financial
condition and expose us to liability.

Products distributed or sold in the pharmaceutical market may be subject to off-label drug
use. Off-label drug use is prescribing a product for an indication, dosage or in a dosage form
that is not in accordance with regulatory approved usage and labeling. Even though the NMPA
and other comparable regulatory authorities actively enforce the laws and regulations
prohibiting the promotion of off-label use, there remains the risk that our future approved drugs
be subject to off-label drug use and prescribed in a patient population, dosage or dosage form
that has not been approved by competent authorities. This occurrence may render our future
approved drugs less effective or entirely ineffective and may cause adverse drug reactions. Any
of these occurrences can create negative publicity and significantly harm our business
reputation, brand name, commercial operations and financial condition. These occurrences may
also expose us to liability and cause, or lead to, a delay in the progress of our clinical trials
and may also ultimately result in failure to obtain regulatory approval for our drug candidates.

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

The illegal importation of competing drugs from countries where government price
controls or other market dynamics result in lower prices may adversely affect the demand for
our future approved drug candidates and, in turn, may adversely affect our sales and
profitability in China and other countries where we commercialize our future approved drugs.
Unapproved foreign imports of prescription drugs are illegal under current laws of China.
However, illegal imports may continue to occur or even increase as the ability of patients to
obtain these lower priced imports continues to grow. Furthermore, cross-border imports from
lower-priced markets (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 operate. Any future legislation or regulations that increase consumer
access to lower priced medicines from outside China or other countries where we operate 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 are 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 can quickly erode the demand for our future
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approved drug candidates. Moreover, counterfeit products may or may not have the same
chemical composition as our products do, which may make them less effective than our
products, entirely ineffective or more likely to cause severe adverse side effects. 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.

RISKS RELATING TO COMMERCIALIZATION OF OUR DRUG CANDIDATES

If we are not able to obtain, or experience delays in obtaining, required regulatory
approvals, we will not be able to commercialize our drug candidates, and our ability to
generate revenue will be materially impaired.

Before obtaining regulatory approvals for the commercial sale of any drug candidate for
a target indication, we must demonstrate in preclinical studies, if applicable, and well-
controlled clinical trials, and, with respect to approval in China, to the satisfaction of the
NMPA, that the drug candidate is safe and effective for use for that target indication and that
the manufacturing facilities, processes and controls are adequate. In addition to preclinical and
clinical data, the NDA must include significant CMC information for a drug candidate. If we
submit an NDA to the NMPA, the NMPA can decide whether to accept or reject the submission.
We cannot be certain that our submissions will be accepted for filing and review by the NMPA.

We have limited experience in filing for regulatory approval for our drug candidates, and
have not yet demonstrated ability to receive regulatory approval for our drug candidates from
our development pipeline. So far, we have not independently submitted an NDA. Hence, our
ability to successfully submit an NDA and obtain regulatory approval for our drug candidates
may involve more inherent risk, take longer, or cost more than it would if we were a company

with more experience in obtaining regulatory approvals.

The process to develop, obtain regulatory approval for and commercialize drug
candidates is long, complex and costly, and approval is never guaranteed. Following any
approval for commercial sale of our drug candidates, 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. Also,
regulatory approval for any of our drug candidates may be withdrawn. If we are unable to
obtain regulatory approval for our drug candidates in one or more jurisdictions, or any approval
contains significant limitations, our target market will be reduced and our ability to realize the
full market potential of our drug candidates will be harmed. Furthermore, we may not be able
to obtain sufficient funding or generate sufficient revenue and cash flows to continue the
development of any other drug candidate in the future.
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We have limited experience in launching and marketing drug candidates.

Our operations to date have been largely focused on raising capital and developing our
drug candidates, including undertaking preclinical studies and conducting clinical trials. We
have only recently begun to market Ou Qin and brimonidine tartrate eye drop, two
NMPA-approved products with respect to which we acquired rights from a partner. Although
members of our management have years of experience relating to drug marketing and
commercialization, we have not yet demonstrated our ability to manufacture drugs at a
commercial scale, or arrange for a third party to do so on our behalf, or conduct sales,
marketing and distribution activities necessary for successful product commercialization.
Consequently, any predictions about our future success or viability may not be as accurate as
they could be if we had a longer history of successfully developing and commercializing drugs.

We will have to compete with other pharmaceutical companies to recruit, hire, train and
retain marketing and sales personnel. We may develop internal sales, marketing and
commercial distribution capabilities for any or all of our drug candidates. There can be no
assurance that we will be able to build an effective sales team.

Our future approved drugs may fail to achieve the degree of market acceptance by
physicians, 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 physicians,
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:

. 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 work with our CMOs to manufacture commercial supplies of our drugs

before we successfully develop our own manufacturing capabilities;

. 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;
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. 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 may not be able to effectively build and manage our sales network.

In anticipation of the commercialization of our drug candidates, we started building our
commercialization team in 2019. We cannot assure you that our pre-launch efforts will
guarantee immediate market success. There may be circumstances during the actual sales of
our future approved drugs that we did not anticipate prior to commercialization that may
require us to adjust our sales and marketing strategies, recruit additional personnel or incur
unforeseen costs and expenses to address those circumstances. For example, we may not be
able to maintain proper inventory levels for our drug candidates. Inventory levels in excess of
demand may result in inventory write-downs, expiration of future approved drugs and increase
in inventory holding costs. Conversely, we may experience inventory shortages if we
underestimate demand for our future approved drugs, which may result in unfilled orders and
have a negative impact on our relationship with distributors, hospitals and doctors. Moreover,
we may not be able to effectively manage and grow our sales network, which may affect our
business and future prospects.
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The manufacture of pharmaceutical drugs is a highly exacting and complex process. If we
encounter problems in manufacturing our drug candidates, our business could suffer.

The manufacture of pharmaceutical drugs is a highly exacting and complex process, due
in part to strict regulatory requirements. Problems may arise during manufacturing for a variety
of reasons, including equipment malfunction, failure to follow specific protocols and
procedures, problems with raw materials, 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, physical limitations that could inhibit continuous supply,
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 and we may
experience product shortages or incur added expenses. This could, among other things, lead to
increased costs, lost revenue, damage to customer relationships, time and expense spent
investigating the cause and, depending on the cause, similar losses with respect to other batches
or products. If problems are not discovered before the product is released to the market, recall
and product liability costs may also be incurred.

Reimbursement may not be available for our drug candidates.

Our ability to commercialize any future approved drugs successfully will depend in part
on the extent to which reimbursement for these drugs and related treatments will be available
to hospitals and other medical institutions ordering these drugs for use by their patients. Under
the national medical insurance program in China, patients purchasing pharmaceutical products
that are listed on the NRDL are entitled to reimbursement of all or a portion of their purchase
costs from the social medical fund. Consequently, the inclusion or exclusion of a
pharmaceutical product in the NRDL will significantly affect the demand for such drug in
China. We plan to pursue reimbursement opportunities at a national level. However, we cannot
be sure that reimbursement will be available for any drug that we commercialize and, if
reimbursement is available, what the level of reimbursement will be. Reimbursement may
impact the demand for, or the price of, any drug for which we obtain regulatory approval. If
reimbursement is not available or is available only to limited levels, we may not be able to
successfully commercialize certain drug candidates that we successfully develop.

If our future approved drugs are listed on the NRDL, changes in pricing regulations could
restrict the amount that we are able to charge for our current and future approved drugs.

We price our future approved drugs after receiving NDA approval. According to currently
effective PRC laws and regulations, the prices of approved drugs are determined by market
competition. The government regulate prices mainly by establishing a consolidated
procurement mechanism, revising the NRDL and strengthening regulation of medical and
pricing practices. We cannot predict the extent to which our business may be affected by
potential future legislative or regulatory developments. Changes in pricing regulation could
restrict the amount that we are able to charge for our future approved drugs, which would
adversely affect our revenue, profitability and results of operations.

—69 —



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

RISK FACTORS

We face substantial competition, which may result in others discovering, developing or
commercializing competing drugs before or more successfully than we do.

The ophthalmic pharmaceutical industry is highly competitive. We face potential
competition from many different actors, including pharmaceutical and biopharmaceutical
companies, academic institutions and public and private research institutions. Any drug
candidates that we successfully develop and commercialize will compete with existing drugs
and new drugs that may become available in the future. 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.

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 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 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 biopharmaceutical 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
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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.

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 future approved drugs. As
a result, we may not be able to prevent competitors from developing and commercializing
competitive drug products in territories included in all of our licenses.

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.

Our licensing partners may have relied on third-party consultants or collaborators or on
funds from third parties, or on upstream licenses from third parties, such that our licensing
partners are not the sole and exclusive owners of the intellectual property rights we in-license.
This could have a material adverse effect on our competitive position, business, financial
conditions, results of operations and prospects.

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 any of our licensing partners goes bankrupt, some or all of our rights under the
licensing agreements may be rejected during the bankruptcy proceeding. For details, see
“Business—Collaboration and License Arrangements.” As such, competitors would have the
freedom to seek regulatory approval of, and to market, products identical to ours. In addition,
we may seek to obtain additional licenses from our licensing partners in a manner that may be
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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. Any of these events could have a material
adverse effect on our competitive position, business, financial conditions, results of operations
and prospects.

Our licensing partners do not own some of the patents which they have licensed to us. 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 sub-licensed such rights to us. We are
not a party to the license agreements under 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.

Our 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 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, 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.

—72 —



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

RISK FACTORS

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:

. others 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 exclusively
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 exclusively 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 exclusively license, which could result in the patent applications not
issuing or being invalidated after issuing;

. others 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;

. it is possible that or our licensing partners’ or the ultimate owners’ pending patent
applications will not lead to issued patents;

. issued patents that we own or have exclusively 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;

. 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 our 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;
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. 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.

We could be unsuccessful in obtaining or maintaining adequate patent protection for one
or more of our drug candidates or development pipeline.

Our commercial success will depend, where relevant, on our ability to obtain and
maintain patent and other intellectual property protection with respect to our drugs, drug
candidates and development pipeline. The issuance of a patent is not conclusive as to its
inventorship, scope, validity or enforceability. Some of the patents and patent applications that
we own or license have been, are being or may be challenged at a future point in time in
opposition, derivation, reexamination, inter partes review, post-grant review or interference
proceedings. The patent position of biotechnology and pharmaceutical companies is generally
uncertain because it involves complex legal and factual considerations. We cannot be certain
whether patents will be issued or granted with respect to our owned or in-licensed patent
applications that are currently pending, the coverage claimed in our owned or in-licensed
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.

Publication of discoveries often lags behind 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 that are
currently issued or that are 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.

As such, we do not know the degree of future protection that we will have on our drugs
and technology, if any. If the patent applications we or our licensing partners had applied are

not granted in the end, or the scope of intellectual property rights we obtained is not adequate,
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third parties could develop or commercialize drugs similar to ours and compete against us. As
a result, a failure to obtain adequate intellectual property protection with respect to our drug
candidates or development pipeline could have a material adverse impact on our business.

The active pharmaceutical ingredient for certain of our products, including OT-401, is
off-patent and we therefore cannot prevent competitors from utilizing the same active
pharmaceutical ingredient.

Compound patent claims on the active pharmaceutical ingredient, or API, in
pharmaceutical drug products are generally considered to be the favored form of intellectual
property protection for drug products because such patents may provide protection without
regard to any particular method of use or manufacture or formulation of the API used. The
chemical structure of the API in certain of our products, including fluocinolone acetonide in
OT-401, is in the public domain given that patents covering such API have expired and as a
result such API can no longer be patented. Accordingly, we cannot prevent third parties,
including our competitors, from commercializing products in our field using the same API,
based on a compound patent claiming the API.

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
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
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to the same intellectual property. Ultimately, 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, if, as a result of actual or threatened patent or other intellectual
property claims, we are unable to enter into licenses on acceptable terms. 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. Thus, even if we were to ultimately prevail, or to settle at an early stage, such
litigation could burden us with substantial unanticipated.

Unfavorable outcomes in intellectual property litigation could limit our research and
development activities and/or our ability to commercialize certain future approved drugs.

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 licensing 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.

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.
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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 significant 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. In addition, there could be public announcements of
the results of hearings, motions, or other interim proceedings or developments, and if
[REDACTED] or [REDACTED] perceive these results to be negative, it could have a material
adverse effect on the [REDACTED] of our Shares.

Obtaining and maintaining our patent protection depends on compliance with various
procedural, document submission, fee payment and other requirements imposed by
governmental patent agencies, and our patent protection 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 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 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 any such
event, our competitors might be able to enter the market, which would have a material adverse
effect on our business.
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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 we require our employees and contractors who may be involved in the
conception or development of intellectual property to execute agreements assigning such
intellectual property to us, 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.

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. In the
course of our research and development activities and our business activities, we often rely on
confidentiality agreements to protect our proprietary information. Such confidentiality
agreements are used, for example, when we collaborated with CROs or potential strategic
partners, or recruited our senior management, key members of our research and development
team, and employees who have access to our trade secrets or confidential information. In
addition, each of our employees is required to sign a standard employment agreement with
invention assignment clause upon joining our Company. Such agreement ensure our employees
assign the rights of all inventions, technologies, know-how and trade secrets derived during the
course of his employment to us. We take steps to protect our proprietary information, and our
confidentiality agreements and invention assignment arrangements are carefully drafted to
protect our proprietary interests. 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.
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In addition, to the extent that our employees, consultants or contractors 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 or business partners 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.

Future changes in laws and regulations governing patents and relevant procedures through
which patents may be obtained and by which the validity of patents may be challenged could
change in unpredictable ways that would weaken our ability to obtain new patents or to enforce
patents that we might obtain in the future. There could be similar changes in the laws of foreign
jurisdictions that may impact the value of our patent rights or our other intellectual property
rights. Future changes in laws surrounding patent eligibility may narrow the scope of patent
protection available in certain circumstances and weaken our rights as a patent owner in certain
situations.

Our competitors may be able to circumvent our patents by developing similar or
alternative technologies or future approved drugs in a non-infringing manner.

Our competitors may seek approval to market their own drugs that are the same as, similar
to or otherwise competitive with our future approved drugs or drug candidates. In these
circumstances, we may need to defend or assert our patents by various means, including filing
lawsuits alleging patent infringement requiring us to engage in complex, lengthy and costly
litigation or other proceedings. In any of these types of proceedings, a court or government

agency with jurisdiction may find our patents invalid, unenforceable or not infringed. We may
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also fail to identify patentable aspects of our research and development before it is too late to
obtain patent protection. Even if we have valid and enforceable patents, these patents still may
not provide protection against competing products or processes sufficient to achieve our
business objectives.

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

During the Track Record Period, we did not procure raw materials or equipment for
commercial manufacturing. As of the Latest Practicable Date, we had not produced drug
products by ourselves. We expect to engage Huonland as our CMO for Ou Qin and to rely on
certain third parties to supply APIs and key raw materials for manufacturing our drug
candidates. Our future reliance on third party suppliers may expose us to the following risks,
any of which could limit commercial supply of our future approved drugs or limit supply of
our drug candidates used in clinical trials, 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, may experience technical issues that impact quality or compliance with
applicable and strictly enforced regulations governing the manufacture of
pharmaceutical products, and may experience shortages of qualified personnel to
adequately staff production operations;
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. 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
supply our drug candidates used in clinical trials;

. our CMOs, or other third parties we rely on, may not perform as agreed or may not
remain in business for the time required to successfully produce, store, sell and

distribute our future approved drugs and we may incur additional cost; and

. if our CMOs, or other third parties we rely on, were to terminate our arrangements
or fail to meet their contractual obligations, we may be forced to delay the
commercialization of our future approved product or impair our ability to continue
our research and development.

Furthermore, in line with industry norm, we rely on our licensing partners to, among
others, supply some of our drug candidates 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 of drugs 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. For example, EyePoint, our licensing
partner of OT-401 (YUTIQ), our Core Product, and OT-502 (DEXYCU), previously disclosed
uncertainties associated with achieving sufficient cash flows and risks about its liquidity
position leading to substantial doubt about its ability to continue as a going concern. If the
difficulties and uncertainties are not well managed, the business could deteriorate or even fail.
While we have contingency plans to mitigate risks associated with business disruptions caused
by third parties, including adjusting inventory levels by stockpiling or obtaining contractual
rights to seek alternative supplies in the event of shortage, there is no assurance that our
contingency plans would be effective.

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 require 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 supply the commercial volume of our future
approved drugs. 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
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production, suspension of ongoing clinical trials, refusal to approve pending applications or
supplemental applications, detention or product, refusal to permit the import or export of
products, injunction, imposing civil penalties or pursuing criminal prosecution.

We may rely on third parties (including our licensing partners) to manufacture or import
our clinical and commercial drug supplies, and our business could be harmed if those
third parties fail to provide us with sufficient quantities of product or fail to do so at
acceptable quality levels or prices.

We currently use third parties (including, in some cases, our in-licensing partners) for the
clinical and commercial supply of our drug candidates. Before our own manufacturing
capabilities are fully developed, we may continue to use contract manufacturers. Reliance on
third-party manufacturers would expose us to the following risks:

. we may be unable to identify manufacturers on acceptable terms or at all because the
number of potential manufacturers is limited and the NMPA or other comparable
regulatory authorities must evaluate and approve any manufacturers as part of their

regulatory oversight of our drug candidates;

. our third-party manufacturers might be unable to timely manufacture our drug
candidates or produce the quantity and quality required to meet our clinical and
commercial needs, if any;

. manufacturers are subject to ongoing periodic unannounced inspection by the
regulatory authorities. We do not have control over third-party manufacturers’

compliance with these regulations and requirements;

. we may not own, or may have to share, the intellectual property rights to any
improvements made by our third-party manufacturers in the manufacturing process
for our drug candidates;

. manufacturers 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;

. manufacturers may infringe, misappropriate or otherwise violate the patent, trade
secret or other intellectual property rights of third parties;

. raw materials and components used in the manufacturing process, particularly those

for which we have no other source or supplier, may not be available or may not be
suitable or acceptable for use due to material or component defects; and
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. our contract manufacturers may be subject to natural or man-made disasters,

epidemics, hostilities, social unrest, and other factors out of their control.

Each of these risks could delay or prevent the completion of our clinical trials or the
approval of any of our drug candidates, result in higher costs or adversely impact
commercialization of our future approved drug candidates. In addition, we may rely on third
parties to perform certain specification tests on our drug candidates prior to delivery to
patients. If these tests are not appropriately done and test data are not reliable, patients could
be put at risk of serious harm and regulatory authorities could place significant restrictions on

our Company until deficiencies are remedied.

Manufacturers of drug and biological products often encounter difficulties in production,
particularly in scaling up or out, validating the production process, and assuring high reliability
of the manufacturing process (including the absence of contamination). These problems
include logistics and shipping, difficulties with production costs and yields, quality control,
including stability of the product, product testing, operator error and availability of qualified
personnel. Furthermore, if contaminants are discovered in our supply of our drug candidates or
in the manufacturing facilities, such manufacturing facilities may need to be closed for an
extended period of time to investigate and remedy the contamination. We cannot assure you
that any stability failures or other issues relating to the manufacture of our drug candidates will
not occur in the future, either relating to our third-party CMOs or our future manufacturing
facilities. Additionally, our manufacturers may experience manufacturing difficulties due to
resource constraints or as a result of labor disputes or unstable political environments. If our
manufacturers were to encounter any of these difficulties, or otherwise fail to comply with their
contractual obligations, our ability to provide any future approved drug candidates for
commercial sale and our drug candidates to patients in clinical trials would be jeopardized. Any
delay or interruption in the provision of clinical trial supplies could delay the completion of
clinical trials, increase the costs associated with maintaining clinical trial programs and,
depending upon the period of delay, require us to begin new clinical trials at additional expense
or terminate clinical trials completely.

If we fail to comply with 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 could lose license rights that are important to our
business.

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 Arrangements.” 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
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agreements. Such an occurrence could diminish the value of these future approved drugs and
our business. 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
reinstated agreements with less favorable terms, or cause us to lose our rights under these
agreements, including our rights to important intellectual property or technology.

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 our
partners; and

. the priority of invention of patented technology.

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
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prospects. Moreover, if disputes over intellectual property that we have licensed prevent or
impair our ability to maintain our current licensing arrangements on commercially acceptable
terms, 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.

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.

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
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, 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 drugs in 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 pivotal 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.

If any of our relationships with these third-party CROs terminate, we may not be able to
enter into arrangements with alternative CROs on commercially reasonable terms, or at all. In
addition, our CROs are not our employees. 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 ongoing clinical and non-clinical programs. If CROs do not successfully carry
out their contractual duties or obligations or meet expected deadlines, if they need to be
replaced or if the quality or accuracy of the clinical data they or our clinical investigators
obtain is compromised due to failure to adhere to our clinical 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.
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Switching or adding CROs involves additional cost and delays, which can materially
influence our ability to meet our desired clinical development timelines. 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 effect on our business, financial condition
and prospects.

Our future revenues are dependent on our ability to work effectively with collaborators
to develop our drug candidates, including obtaining regulatory approval. Our arrangements
with collaborators will be critical to successfully bringing products to market and
commercializing them. We rely on collaborators in various respects, including to undertake
research and development programs and conduct clinical trials, manage or assist with the
regulatory filings and approval process and to assist with our commercialization efforts. We do
not control our collaborators. Therefore, we cannot ensure that these third parties will
adequately and timely perform all of their obligations to us. If third parties fail to complete the
remaining studies successfully, or at all, it could delay, adversely affect or prevent regulatory
approval. 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 cannot guarantee the satisfactory performance of any of our
collaborators and if any of our collaborators breach or terminate their agreements with us, we
may not be able to successfully commercialize the licensed drug which could materially and
adversely affect our business, financial condition, cash flows and results of operations.

We had a limited number of suppliers during the Track Record Period.

In 2018 and 2019, our purchases from our five largest suppliers in the aggregate
accounted for 56.5% and 92.8% of our total purchases, respectively. During the Track Record
Period, we had a small number of suppliers, and the largest purchase amounts related to upfront
payments for drug in-licensing and acquisition arrangements, which were not recurring in
nature. In an in-licensing arrangement, it is customary for the licensee to pay an upfront
payment to the licensor. Our other major purchases were fees paid to CROs we engaged to
manage, conduct and support our preclinical research and clinical trials. We expect to continue
our purchases from these suppliers as we fund the continuing research and development
activities of OT-401, our Core Product, and other drug candidates in our pipeline. The stability
of operations and business strategies of our suppliers are beyond our control but may affect us.
Any material disruption to their operations due to natural or other causes could adversely affect
our collaborations.
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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, independent contractors,
principal investigators, consultants, vendors and CROs may engage in fraudulent or other
illegal activity with respect to our business. Misconduct by these employees could include
intentional, reckless and/or negligent conduct or unauthorized activity that violates:

. NMPA regulations, including those laws requiring the reporting of true, complete
and accurate information to the NMPA;

. manufacturing standards; or
. laws that require the true, complete and accurate reporting of financial information
or data.

In particular, sales, marketing and business arrangements in the healthcare industry are
subject to extensive laws and regulations intended to prevent fraud, kickbacks, self-dealing and
other abusive practices. These laws and regulations may restrict or prohibit a wide range of
pricing, discounting, marketing and promotion, sales commission, customer incentive
programs and other business arrangements. Misconduct by these parties could also involve
individually identifiable information, including, without limitation, the improper use of
information obtained in the course of clinical trials, or illegal misappropriation of drug
product, which could result in regulatory sanctions and serious harm to our reputation.

We may not be able to identify and deter employee 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 a failure to be in 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, contractual damages, reputational harm, diminished profits
and future earnings and curtailment of our operations.
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RISKS RELATING TO OUR OPERATIONS

Our future success depends on our ability to retain key executives and to attract, train,
retain and motivate qualified and highly skilled personnel.

Our success depends in part on our continued ability to attract, retain and motivate
qualified management, clinical and scientific personnel. Accordingly, we are highly dependent
upon our senior management, as well as other key scientific personnel and consultants. In
particular, our executive Director and CEO, Mr. Liu Ye, and the other principal members of our
management and scientific teams, such as our chief scientific officer, Dr. Liu Changdong, our
chief medical officer, Dr. Chen DongHong, our chief development officer, Dr. Hu Zhaopeng,
and our vice president (commercialization), Mr. Zuo Qinglei, are crucial to our operations.
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. Further, we currently do not have a full time chief financial
officer, and we may not be able to find a suitable candidate within the timeframe we would like,
or at all.

In recognition of the contributions of our Directors and employees and to incentivize
them to further promote our development, our Company adopted the Employee Stock Option
Plan on May 23, 2018. The value to employees of equity grants under such plan that vest over
time may be significantly affected by movements in the [REDACTED] 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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We may not be able to develop our manufacturing capabilities as planned.

We plan to develop our own manufacturing capabilities through an agreement with a local
government in Suzhou, whereby the government party will construct a manufacturing facility
and we will acquire the facility from the government party upon the satisfaction of certain
conditions. See “History, Restructuring and Corporate Structure—Major Acquisitions,
Disposals and Mergers.” If the construction of the manufacturing facility is significantly
delayed by epidemics such as the COVID-19 pandemic or similar events, the development of
our manufacturing capabilities will be adversely impacted. If regulatory or other problems
(including breach of contract) require the construction of the Suzhou facility to be suspended
or even abandoned or impede our acquisition of the Suzhou facility, we will not be able to
develop the manufacturing capabilities as planned, which would materially and adversely
impact our business. Once completed and in operation, if the facility or the equipment in it is
significantly damaged or destroyed by fire, flood, power loss or similar events, we may not be
able to quickly or inexpensively replace our facility. In the event of a temporary or protracted
loss of either facility or equipment, we might not be able to transfer manufacturing to a third
party. Even if we could transfer manufacturing to a third party, the shift would likely be
expensive and time-consuming, particularly since the new facility would need to comply with
necessary regulatory requirements.

We may fail to comply with laws, regulations and industry standards or any adverse
actions by the drug approval authorities, 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 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. 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,
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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.

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; 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;

. the business of collaborators may run into difficulties. See “—Risks Relating to Our
Reliance on Third Parties—We expect to rely on third parties to supply drug
candidates or raw materials for manufacturing our future approved drugs, and our
business could be harmed if those third parties fail to provide us with sufficient
quantities of product or fail to do so at acceptable quality levels or prices”;

. 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.
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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
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 ( 550 B il 4 M 4% & # If i 5% A
L 2FATERME) ), 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
complementary businesses. 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
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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.

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, defects in design, improper, insufficient or improper labelling 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 [REDACTED].

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
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found to be defective. In addition, we may be required to recall the relevant products, suspend
sales or cease sales. 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.

Existing PRC laws and regulations do not require us to, nor do we, maintain liability
insurance to cover product liability claims. We currently only maintain insurance for adverse
effects in clinical trials. Such insurance may not fully cover our potential liabilities. Our
inability to obtain and 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.

If we fail to comply with anti-corruption, 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 anti-corruption laws and regulations. Our business activities create the
risks of unauthorized payments or offers of payments by our employees. It is our policy to
implement strict safeguards to discourage these practices. However, our existing safeguards
and any future improvements may prove to be less than effective, and our employees may
engage in conduct for which we might be held responsible, even if we do not explicitly
authorize such activities. Noncompliance with anti-corruption laws could subject us
investigations, enforcement actions, fines, or civil or criminal penalties.
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We may be subject to numerous environmental, health and safety laws and regulations
when we operate our manufacturing facilities, including those governing laboratory procedures
and the handling, use, storage, treatment and disposal of hazardous materials and wastes. When
we operate manufacturing facilities in the future, our operations may involve the use of
hazardous and flammable materials, including chemicals and biological materials, and may
produce hazardous waste products. We may 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. In the event of contamination or injury resulting from our use of hazardous
materials, we could be held liable for any resulting damages, and any liability could exceed our
resources. We also could incur significant costs associated with civil or criminal fines and
penalties.

Although we maintain workers’ compensation insurance to cover us for costs and
expenses we may incur due to injuries to our employees resulting from the use of or exposure
to hazardous materials, this insurance may not provide adequate coverage against potential
liabilities.

In addition, we may be required to incur substantial costs to comply with environmental,
health and safety laws and regulations when we operate our manufacturing facilities. These
laws and regulations may impair our research, development or production efforts. Failure to
comply with these laws and regulations also may result in substantial fines, penalties or other
sanctions.

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 the PRC and globally. In March 2020, the World Health
Organization characterized the COVID-19 outbreak as a global 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. We experienced a delay in patient screening for the ongoing Phase III
clinical trial of OT-401 due to travel restrictions implemented to contain the spread of
COVID-19 in China. See “Summary—Recent Developments—Impact of the COVID-19
Outbreak.” We are uncertain as to when the COVID-19 pandemic will be contained in China
and globally, and we also cannot predict whether COVID-19 will have long-term impact on our
business operations. In addition, the commencement of new clinical trials for other drug
candidates in our development pipeline could also be delayed or prevented by any delay or
failure in patient recruitment or enrollment. Our commercial plan for commercial-ready or near
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commercial-ready assets could also be disrupted. If we are not able to effectively and
efficiently develop and commercialize our drug candidates as planned, we may not be able to
grow our business and generate revenue from sales of our drug candidates as anticipated, our
business operations, financial condition and prospects may subsequently be materially and
adversely affected.

We face risks related to natural disasters, health epidemics and other outbreaks or other
unforeseen catastrophic events.

We are vulnerable to natural disasters and other calamities. Fire, floods, typhoons,
earthquakes, power loss, telecommunications failures, break-ins, war, riots, terrorist attacks or
similar events may adversely affect our drug development progress, on-going clinical trials,
manufacturing and commercialization. Natural disasters, health epidemics or other
unanticipated catastrophic events, including power interruptions, water shortages, storms,
fires, earthquakes, terrorist attacks and wars, could significantly impair our ability to operate
our business. Our business could also be adversely affected by the effects of Ebola virus
disease, Zika virus disease, HIN1 flu, H7N9 flu, avian flu, SARS, COVID-19 or other
epidemics, since it could require our employees to be quarantined and/or our offices to be
disinfected. In addition, our results of operations could be adversely affected to the extent that
any of these epidemics harms the PRC economy in general and the business of our customers
and suppliers. The occurrence of any such event could materially and adversely affect our
business, financial condition, results of operations and prospects.

Our internal computer systems, or those used by our CROs or partners or other
contractors or consultants, may fail or suffer security breaches.

Our internal computer systems and those of our CROs, partners and other contractors and
consultants are vulnerable to damage from computer viruses and unauthorized access.
Although to our knowledge we have not experienced any material system failure or security
breach to date, if such an event were to occur and cause interruptions in our operations, it could

result in a material disruption of our development programs and our business operations.

In the ordinary course of our business, we collect and store sensitive data, including,
among other things, legally protected patient health information, personally identifiable
information about our employees, intellectual property, and proprietary business information.
Information systems, networks and other technologies are critical to our operating activities,
shutdowns or service disruptions at our offices or vendors that provide information systems,
networks, or other services to us pose increasing risks. Such disruptions may be caused by
events, such as computer hacking, phishing attacks, ransomware, dissemination of computer
viruses, worms and other destructive or disruptive software, denial of service attacks and other
malicious activity, as well as power outages, natural disasters (including extreme weather),
terrorist attacks or other similar events. Such events could have an adverse impact on us and
our business, including loss of data and damage to equipment and data. In addition, system
redundancy may be ineffective or inadequate, and our disaster recovery planning may not be
sufficient to cover all eventualities. Significant events could result in a disruption of our
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operations, damage to our reputation or a loss of revenues. We could be subject to regulatory
actions and/or claims involving privacy issues related to data collection and use practices and
other data privacy laws and regulations, including claims for misuse or inappropriate
disclosure of data, as well as unfair or deceptive practices. In addition, as we outsource more
of our information systems to vendors and rely more on cloud-based information systems, the
related security risks will increase and we will need to expend additional resources to protect

our technology and information systems.

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 currently have rights to our in-licensed products in the Greater China region and, in
some cases, Southeast Asia and Korea. We may continue to explore commercialization rights
licenses in select international markets. For certain of our in-house developed drugs, we may
also consider obtaining global rights. Engaging in international business relationships subject
us to additional risks, including:

. efforts to enter into collaboration or licensing arrangements with third parties in
connection with our international sales, marketing and distribution efforts may

increase our expenses or divert our management’s attention;

. 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;

. workforce uncertainty and labor unrest;
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. 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 procure equipment
and raw material and to attain or sustain any future revenue from international markets.

Increased labor costs could slow our growth and affect our profitability.

Our operations require a sufficient number of qualified employees. We cannot assure you
that there will be no further increase in labor cost. If there is a significant increase in our labor
cost, our operations and profitability may be adversely affected.

In addition, we adopted the Employee Stock Option Plan and the RSU Scheme for the
primary purpose of providing incentives and reward to employees of the Group. See “Appendix
IV—Statutory and General Information—D. Share Incentive Schemes.” We will not grant any
further option under the Employee Stock Option Plan after the [REDACTED]. Share options
granted under our existing or future share-based compensation scheme could adversely affect
our net income.

We may be involved in claims, disputes or legal proceedings in the ordinary course of
business.

From time to time, we may be involved in claims, disputes and legal proceedings in our
ordinary course of business. These may concern issues relating to, among others, product
liability, environmental matters, breach of contract, employment or labor disputes and
infringement of intellectual property rights. As of the Latest Practicable Date, we were not
involved in any litigations and legal proceedings that may materially affect our business and
results of operations. Any claims, disputes or legal proceedings initiated by us or brought
against us, with or without merit, may result in substantial costs and diversion of resources, and
if we are unsuccessful, could materially harm our reputation. Furthermore, claims, disputes or
legal proceedings against us may be due to defective supplies sold to us by our suppliers, who
may not be able to indemnify us in a timely manner, or at all, for any costs that we incur as
a result of such claims, disputes and legal proceedings.
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We have limited insurance coverage, and any claims beyond our insurance coverage may
result in our incurring substantial costs and a diversion of resources.

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. In line with industry
practice in the PRC, we have elected not to maintain certain types of insurances, such as
business interruption insurance or product liability insurance. Our insurance coverage may be
insufficient to cover any claim for product liability, damage to our fixed assets or employee
injuries. Any liability or damage to, or caused by, our facilities or our personnel beyond our

insurance coverage may result in our incurring substantial costs and a diversion of resources.

Negative publicity may adversely affect our reputation, business and growth prospect.

Any negative publicity concerning us, our affiliates or any entity that shares the
“Ocumension” name, even if untrue, could adversely affect our reputation and business
prospects. We cannot assure you that negative publicity about us or any of our affiliates or any
entity that shares the “OcuMension” name would not damage our brand image or have a
material adverse effect on our business, results of operations and financial condition. In
addition, referrals have significantly contributed to our ability to establishing new partnerships.
As a result, any negative publicity about us or any of our affiliates or any entity that shares the
“OcuMension” name could adversely affect our ability to maintain our existing collaboration
arrangements or attract new partners.

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 from making payments to government 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 agents 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 agents, 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 federal 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.
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The political relationships between China and other countries may affect our business
operations.

During the Track Record Period, we have formed partnerships with entities in foreign
countries, including the United States, France and Japan, and establishing new collaboration
partnerships is key to our future growth. Our business is therefore subject to constantly
changing international economic, regulatory, social and political conditions, including
international trade relationships, and local conditions in those foreign countries. As a result,
China’s political relationships with those foreign countries may affect the prospects of
maintaining existing or establishing new collaboration partnerships. There can be no assurance
that potential collaboration partners will not alter their perception of us or their preferences as
a result of adverse changes to the state of political relationships between China and the relevant
foreign countries. Any tensions and political concerns between China and the relevant foreign
countries may adversely affect our business, financial condition, results of operations, cash

flows and prospects.

RISKS RELATING TO DOING BUSINESS IN CHINA

Changes in the political and economic policies of the PRC government may materially and
adversely affect our business, financial condition and results of operations and may result
in our inability to sustain our growth and expansion strategies.

During the Track Record Period, most of our business operation were located in China,
our business, results of operations, financial condition and prospects may be influenced to a
significant degree by economic, political, legal and social conditions in China. China’s
economy differs from the economies of developed countries in many respects, including with
respect to the amount of government involvement, level of development, growth rate, control
of foreign exchange and allocation of resources. While the PRC economy has experienced
significant growth over the past 30 years, growth has been uneven across different regions and
among various economic sectors of China. The PRC government has implemented various
measures to encourage economic development and guide the allocation of resources. Some of
these measures may benefit the overall PRC economy, but may have a negative effect on us.
For example, our financial condition and results of operations may be adversely affected by
government control over capital investments or changes in tax regulations that are currently
applicable to us. In addition, in the past the PRC government implemented certain measures,
including interest rate increases, to control the pace of economic growth. These measures may
cause decreased economic activity in China, which may adversely affect our business and
results of operation. More generally, if the business environment in China deteriorates from the
perspective of domestic or international investment, our business in China may also be
adversely affected.
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We may be restricted from transferring our scientific data abroad.

On March 17, 2018, the General Office of the State Council promulgated the Measures
for the Management of Scientific Data ( (BHEEBPEE L) ), or the Scientific Data
Measures, which provides a broad definition of scientific data and relevant rules for the
management of scientific data. According to the Scientific Data Measures, enterprises in China
must seek government approval before any scientific data involving a “state secret” may be
transferred abroad or to foreign parties. Further, any researcher conducting research funded at
least in part by the Chinese government is required to submit relevant scientific data for
management by the entity to which such researcher is affiliated before such data may be
published in any foreign academic journal. Given the term “state secret” is not clearly defined,
if and to the extent our research and development of drug candidates will be subject to the
Scientific Data Measures and any subsequent laws as required by the relevant government
authorities, we cannot assure you that we can always obtain relevant approvals for sending
scientific data (such as the results of our preclinical studies or clinical trials conducted within
China) abroad or to our foreign partners in China. If we are unable to obtain necessary
approvals in a timely manner, or at all, our research and development of drug candidates may
be hindered, which may materially and adversely affect our business, results of operations,
financial condition and prospects. If the relevant government authorities consider the
transmission of our scientific data to be in violation of the requirements under the Scientific
Data Measures, we may be subject to fines and other administrative penalties imposed by those
government authorities.

The PRC legal system has inherent uncertainties that could limit the legal protection
available to you.

Our business is conducted in China and is governed by PRC laws and regulations. Our
business operation is supervised by competent regulatory authorities in China. The PRC legal
system is based on written statutes and prior court decisions can only be cited as reference.
Additionally, written statutes in the PRC are often principle-oriented and require detailed
interpretations by the enforcement bodies to further apply and enforce such laws. Since 1979,
the PRC government has developed a comprehensive system of laws, rules and regulations in
relation to economic matters, such as foreign investment, corporate organization and
governance, commerce, taxation and trade. However, the interpretation and enforcement of
these laws, rules and regulations involve uncertainties and may not be as consistent or
predictable as in other more developed jurisdictions. As these laws and regulations are
continually evolving in response to changing economic and other conditions, and because of
the limited volume of published cases and their non-binding nature, any particular
interpretation of PRC laws and regulations may not be definitive. Moreover, we cannot predict
the effect of future developments in the PRC legal system and regulatory structure. Such
unpredictability towards our contractual, property and procedural rights as well as our rights
licensed, approved or granted by the competent regulatory authority could adversely affect our
business and impede our ability to continue our operations. In addition, the PRC legal system

is based in part on government policies and internal rules (some of which are not published on
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a timely basis, if at all) that some rules may have a retroactive effect. Hence, we may not be
aware of violation of these policies and rules until after such violation has occurred.
Furthermore, the legal protections available to us and our investors under these laws, rules and
regulations may be limited.

Uncertainties exist with respect to the interpretation and implementation of the PRC
Foreign Investment Law, which may impose new burdens on us.

The PRC Foreign Investment Law, or the FIL, was enacted by the NPC on March 15, 2019
and became effective on January 1, 2020, which replaces a trio of previous laws regulating
foreign investment in China, namely, the Sino-foreign Equity Joint Venture Enterprise Law, the
Sino-foreign Cooperative Joint Venture Enterprise Law and the Wholly Foreign-invested
Enterprise Law, together with their implementation rules and ancillary regulations. This law
has become the legal foundation for foreign investment in the PRC. The FIL embodies an
expected PRC regulatory trend to rationalize its foreign investment regulatory regime in line
with prevailing international practice and the legislative efforts to unify the corporate legal
requirements for both foreign and domestic investments. The Implementation Rules to the
Foreign Investment Law were promulgated by the State Council on December 26, 2019 and
became effective on January 1, 2020. However, uncertainties exist with respect to
interpretation and implementation of the FIL and its Implementation Rules, which may
adversely impact our corporate governance practice and increase our compliance costs. For
instance, we might be required by government interpretations or implementing rules of the FIL
to adjust the corporate governance of certain of our PRC subsidiaries in a five-year transition
period. In addition, the FIL imposes information reporting requirements on foreign investors
or foreign-invested enterprises. Failure to take timely and appropriate measures to cope with
any of these or other regulatory compliance requirements under the FIL may lead to
rectification obligations, penalties or other regulatory sanctions on us.

We may rely on dividends and other distributions on equity paid by our PRC subsidiaries
to fund any cash and financing requirements we may have, and any limitation on the
ability of our PRC subsidiaries to make payments to us could have a material and adverse
effect on our ability to conduct our business.

We are a holding company incorporated in the Cayman Islands, and we may rely on
dividends and other distributions on equity paid by our PRC subsidiaries for our cash and
financing requirements, including the funds necessary to pay dividends and other cash
distributions to our Shareholders or to service any debt we may incur. If any of our PRC
subsidiaries incur debt on its own behalf in the future, the instruments governing the debt may
restrict its ability to pay dividends or make other distributions to us. Under PRC laws and
regulations, our PRC subsidiaries may pay dividends only out of their respective accumulated
profits as determined in accordance with PRC accounting standards and regulations. In
addition, our PRC subsidiaries are required to set aside at least 10% of its accumulated
after-tax profits each year, if any, to fund a certain statutory reserve fund, until the aggregate
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amount of such fund reaches 50% of its registered capital. Such reserve funds cannot be
distributed to us as dividends. In addition, registered share capital and capital reserve accounts
are also restricted from withdrawal in China, up to the amount of net assets held in each
operating subsidiary.

In response to the persistent capital outflow in China and the Renminbi’s depreciation
against the U.S. dollar, People’s Bank of China, or PBOC, and the SAFE promulgated a series
of capital control measures, including stricter vetting procedures for domestic companies to
remit foreign currency for overseas investments, dividends payments and shareholder loan
repayments. The PRC government may continue to strengthen its capital controls, and more
restrictions and substantial vetting process may be put forward by the SAFE for cross-border
transactions falling under both the current account and the capital account. Any limitation on
the ability of our PRC subsidiaries to pay dividends or make other kinds of payments to us
could materially and adversely limit our ability to grow, make investments or acquisitions that
could be beneficial to our business, pay dividends to our investors or other obligations to our
suppliers, or otherwise fund and conduct our business.

Our dividend income from our PRC subsidiaries may be subject to a higher rate of
withholding tax than what we currently anticipate.

The EIT Law and its implementation rules provide that China-sourced income of foreign
enterprises, such as dividends paid by a PRC subsidiary to its equity holders that are non-PRC
resident enterprises, will normally be subject to PRC withholding tax at a rate of 10%, unless
any such foreign investor’s jurisdiction of incorporation has a tax treaty with China that
provides for a different withholding arrangement.

Pursuant to the Arrangement Between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and Prevention of Fiscal Evasion
with Respect to Taxes on Income ( PRI 5 45 Il A7 IEAC [ [ 77 3 9 15 Ak 4 B8 o SO 0 9 1L
B % HE) ), the withholding tax rate on dividends paid by our PRC subsidiary to our
Hong Kong subsidiary would generally be reduced to 5%, provided that our Hong Kong
subsidiary is a Hong Kong tax resident as well as the beneficial owner of the PRC-sourced
income and we have obtained the approval of the competent tax authority. On February 3, 2018,
the STA issued the Announcement on Certain [ssues Concerning the Beneficial Owners in a Tax
Agreement ( BB E Pz 55 i A N A B R 245 ) ), also known as Circular 9,
which provides guidance for determining whether a resident of a contracting state is the
“beneficial owner” of an item of income under China’s tax treaties and similar arrangements.
According to Circular 9, a beneficial owner generally must be engaged in substantive business

activities and an agent will not be regarded as a beneficial owner.

If our Hong Kong subsidiary holds any equity interest in a PRC subsidiary and does not
engage in any substantive business activity in the future, based on the abovementioned
principles, PRC tax authorities would not consider our Hong Kong subsidiary as the “beneficial
owner” of any dividends paid from our PRC subsidiaries and would deny the claim for the
reduced rate of withholding tax. Under the current PRC tax law, if our Hong Kong subsidiary
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is not considered as a “beneficial owner,” dividends from our PRC subsidiaries to our Hong
Kong subsidiary being subject to PRC withholding tax at a 10% rate instead of a 5% rate. This
would negatively impact us and it would impact our ability to pay dividends in the future.

Restrictions on currency exchange may limit our ability to utilize our revenue effectively.

The PRC government imposes controls on the convertibility of RMB into foreign
currencies and, in certain cases, the remittance of currency out of China. A substantial majority
of our future revenue is expected to be denominated in Renminbi and will need to convert
Renminbi into foreign currencies for the payment of dividends, if any, to holders of our Shares.
Shortages in the availability of foreign currency may restrict our ability to remit sufficient
foreign currency to pay dividends or other payments to us, or otherwise satisfy their foreign
currency denominated obligations. The Renminbi is currently convertible under the “current
account,” which includes dividends, trade and service-related foreign exchange transactions,
but not under the “capital account,” which includes foreign direct investment and foreign
currency debt, including loans we may secure for our onshore subsidiaries. Currently, our PRC
subsidiaries may purchase foreign currency for settlement of “current account transactions,”
including payment of dividends to us, without the approval of SAFE by complying with certain
procedural requirements. However, the relevant PRC governmental authorities may limit or
eliminate our ability to purchase foreign currencies in the future for current account
transactions. Any existing and future restrictions on currency exchange may limit our ability
to utilize revenue generated in Renminbi to fund our business activities outside of the PRC or
pay dividends in foreign currencies to holders of our Shares. Foreign exchange transactions
under the capital account remain subject to limitations and require approvals from, or
registration with, SAFE and other relevant PRC governmental authorities. This could affect our
ability to obtain foreign currency through debt or equity financing for our subsidiaries.

It may be difficult to effect service of process upon us or our management that reside in
China or to enforce against them or us in China any judgments obtained from foreign
courts.

Some of our Directors and management personnel reside in China and substantially all of
assets of our Directors and management personnel are located within China. Therefore, it may
not be possible for investors to effect service of process upon us or our management inside
China. China has not entered into treaties or arrangements providing for the recognition and
enforcement of judgments made by courts of most other jurisdictions.

On July 14, 2006, Hong Kong and China entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements Between Parties Concerned (7% A Hh B 5 45 191l 47 IBC I 325 e A B8 mT A
PATHE F A RSN R RO AL E) ), or the Arrangement, pursuant to which a
party with a final court judgment rendered by a Hong Kong court requiring payment of money
in a civil and commercial case according to a choice of court agreement in writing may apply
for recognition and enforcement of the judgment in China. Similarly, a party with a final
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judgment rendered by a Chinese court requiring payment of money in a civil and commercial
case pursuant to a choice of court agreement in writing may apply for recognition and
enforcement of such judgment in Hong Kong. On January 18, 2019, the Supreme People’s
Court and the Hong Kong Government signed the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and
of the Hong Kong Special Administrative Region ( €[BJ7 [Ay b B A s 45 7l 47 R [ 32 B AH BR8]
AT R PRI ZHE) ), or the New Arrangement, which seeks to establish a
mechanism with greater clarity and certainty for recognition and enforcement of judgments in
wider range of civil and commercial matters between Hong Kong and the mainland. The New
Arrangement discontinued the requirement for a choice of court agreement for bilateral
recognition and enforcement. The New Arrangement will only take effect after the
promulgation of a judicial interpretation by the Supreme People’s Court and the completion of
the relevant legislative procedures in the Hong Kong. The New Arrangement will, upon its
effectiveness, supersedes the Arrangement. Therefore, before the New Arrangement becomes
effective it may be difficult or impossible to enforce a judgment rendered by a Hong Kong
court in China if the parties in the dispute do not agree to enter into a choice of court agreement

in writing.

Furthermore, China does not have treaties or agreements providing for the reciprocal
recognition and enforcement of judgments awarded by courts of the United States, the United
Kingdom, most other western countries or Japan. Hence, the recognition and enforcement in
China of judgments of a court in any of these jurisdictions in relation to any matter not subject

to a binding arbitration provision may be difficult or even impossible.

Any failure by the Shareholders or beneficial owners of our Shares to comply with certain
PRC foreign exchange regulations relating to offshore investment activities could restrict
our ability to distribute profits, restrict our overseas and cross-border investment
activities and subject us to liability under PRC laws.

The SAFE has promulgated several regulations requiring PRC residents to register with
local qualified banks before engaging in direct or indirect offshore investment activities,
including SAFE Circular 37. SAFE Circular 37 requires PRC residents to register with local
branches of the SAFE in connection with their direct establishment or indirect control of an
offshore entity, for the purpose of overseas investment and financing, with assets or equity
interests of onshore companies or offshore assets or interests held by the PRC residents,
referred to in SAFE Circular 37 as a “special purpose vehicle.” SAFE Circular 37 further
requires amendment to the registration in the event of any significant changes with respect to
the special purpose vehicle. If a shareholder who is a PRC citizen or resident does not complete
the registration with the local SAFE branches, the PRC subsidiaries of the special purpose
vehicle may be prohibited from distributing their profits and proceeds from any reduction in
capital, share transfer or liquidation to the special purpose vehicle, and the special purpose
vehicle may be restricted to contribute additional capital to its PRC subsidiaries. Moreover,
failure to comply with the various SAFE registration requirements described above may result
in liabilities for the PRC subsidiaries of the special purpose vehicle under PRC laws for
evasion of applicable foreign exchange restrictions, including (1) the requirement by the SAFE
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to return the foreign exchange remitted overseas within a period of time specified by the SAFE,
with a fine of up to 30% of the total amount of foreign exchange remitted overseas and deemed
to have been evasive and (2) in circumstances involving serious violations, a fine of no less
than 30% of and up to the total amount of remitted foreign exchange deemed evasive.

According to the Notice of the State Administration of Foreign Exchange on Issuing the
Provisions on the Foreign Exchange Administration of the Overseas Direct Investments ( [
FA NS FHL Sy [ % % A 155 A W R B O B R P& AR A BT ZE RO ) ), or SAFE Circular 30,
and other regulations, if our Shareholders who are PRC entities do not complete their
registration with the competent SAFE, NDRC or MOFCOM branches, our PRC subsidiaries
may be prohibited from distributing their profits and proceeds from any reduction in capital,
share transfer or liquidation to us, and we may be restricted in our ability to contribute
additional capital to our PRC subsidiaries. In addition, our Shareholders may be required to
suspend or stop the investments and complete the registration within a specified time, and may
be warned or prosecuted for relevant liability. Moreover, failure to comply with the SAFE
registration described above could result in liability under PRC laws for evasion of applicable
foreign exchange restriction.

Pursuant to the Circular on Further Simplifying and Improving Foreign Exchange
Administration Policies in Respect of Direct Investment ( [ 5 71 i & #1 J&y BH i 4 — 25 fij{L Fn
PO E RS SNE S FBCR YA N ), or SAFE Circular 13, local banks shall review and
handle foreign exchange registration for overseas direct investment, including the initial
foreign exchange registration and amendment registration under SAFE Circular 37 and SAFE
Circular 30, while the application for remedial registrations shall still be submitted to,
reviewed and handled by the relevant local branches of SAFE.

There remains uncertainty as to the interpretation and implementation of the latest SAFE
rules at practice level. We are committed to complying with and procuring that our
Shareholders who are subject to the regulations comply with the relevant SAFE rules and
regulations. However, due to the inherent uncertainty in the implementation of the regulatory
requirements by PRC authorities, such registration might not always be practically available in
all circumstances as prescribed in those regulations. In addition, we may not always be fully
aware or informed of the identities of our beneficiaries who are PRC nationals or entities, and
may not be able to compel them to comply with SAFE Circular 37, SAFE Circular 30 or other
related regulations. We cannot assure you that the SAFE or its local branches will not release
explicit requirements or interpret the relevant PRC laws and regulations otherwise. Failure by
any such shareholders to comply with SAFE rules or other regulations may result in restrictions
on the foreign exchange activities of our PRC subsidiaries and may also subject the relevant

PRC resident or entity to penalties under the PRC foreign exchange administration regulations.
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Any failure to comply with the PRC regulations regarding our employee equity incentive
plans may subject the PRC plan participants or us to fines and other legal or
administrative sanctions.

In February 2012, the SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of
Overseas Publicly Listed Companies ( B 2414 3R BE A B3 A8\ 2 BLE A B i 28 B JROHE
BT E AN RE A LA A [T RE Y A ) ), or the Stock Option Rules. In accordance with the
Stock Option Rules and relevant rules and regulations, PRC citizens or non-PRC citizens
residing in China for a continuous period of not less than one year, who participate in any stock
incentive plan of an overseas publicly listed company, subject to a few exceptions, are required
to register with SAFE through a domestic qualified agent, which could be a PRC subsidiary of
such overseas listed company, and complete certain procedures. Our PRC subsidiaries and our
employees who are PRC citizens or who reside in China for a continuous period of not less than
one year and who participate in our stock incentive plan will be subject to such regulation. We
plan to assist our employees to register their share options or shares. However, any failure of
our PRC individual beneficial owners and holders of share options or shares to comply with
the SAFE registration requirements may subject them to fines and legal sanctions and may
limit the ability of our PRC subsidiaries to distribute dividends to us. We also face regulatory
uncertainties that could restrict our ability to adopt additional incentive plans for our Directors
and employees under PRC law.

We face uncertainty relating to transfers by a non-resident enterprise of assets of a PRC
resident enterprise.

On February 3, 2015, the STA issued the Announcement on Issues of Enterprising Income
Tax Arising from Indirect Property Transfer Between Nonresident Enterprises ( B JF /& K
A S W] 4 R B A SE P AR B TR 4% ) ), or Circular 7, which supersedes certain
provisions in the Notice on Strengthening the Administration of Enterprise Income Tax on
non-Resident Enterprises (B MNGE IF & AR SEMER A SE TS BUE BLAYIE SN ),  or
Circular 698, which was previously issued by the STA on December 10, 2009, as well as certain
other rules providing clarification on Circular 698. Circular 7 provides comprehensive
guidelines relating to, and heightened the PRC tax authorities’ scrutiny over, indirect transfers
by a non-resident enterprise of assets (including equity interests) of a PRC resident enterprise,
or PRC Taxable Assets.

Provisions of Circular 7, which impose PRC tax liabilities and reporting obligations, do
not apply to “non-resident enterprise acquiring and disposing of the equity interests of the same
offshore listed company in a public market,” or the Public Market Safe Harbor, which is
determined by whether the parties, number and price of the shares acquired and disposed are
not previously agreed upon, but determined in accordance with general trading rules in the
public securities markets, according to one implementing rule for Circular 698. In general,
transfers of the Shares by Shareholders on the Stock Exchange or other public market would
not be subject to the PRC tax liabilities and reporting obligations imposed under the Circular
7 if the transfers fall under the Public Market Safe Harbor. As stated in “Information about this

- 107 -



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

RISK FACTORS

Document and the [REDACTED]” in this document, potential [REDACTED] should consult
their professional advisors if they are in any doubt as to the tax implications of [REDACTED]
for, purchasing, holding, disposing of and [REDACTED] in the Shares.

Under China’s EIT Law, we may be classified as a “resident enterprise” of China. This
classification could result in unfavorable tax consequences to us and our non-PRC
shareholders.

Under the EIT Law, an enterprise established outside of China with “de facto management
bodies” within China is considered a “resident enterprise,” meaning that it will be treated in
a manner similar to a Chinese enterprise for PRC enterprise income tax purposes. Under the
Circular of the STA on Issues Concerning the Identification of Chinese-Controlled Overseas
Registered Enterprises as Resident Enterprises in Accordance With the Actual Standards of
Organizational Management ( CBRFASR AN E M b B2 I A SEAK I B PR/ B AR YERR J
RASFEA B ER %N ) issued by the STA on April 22, 2009, or Circular 82, dividends and
other distributions paid by resident enterprises will be considered to be PRC source income,
subject to PRC withholding tax, currently at a rate of 10%, when received or recognized by
non-PRC resident enterprise shareholders. This circular also subjects such resident enterprises
to various reporting requirements with the PRC tax authorities. The implementing rules of the
EIT Law define “de facto management bodies” as ‘“management bodies that exercise
substantial and overall management and control over the production and operations, personnel,
accounting, and properties” of the enterprise. In addition, Circular 82 specifies that certain
China-invested enterprises will be classified as resident enterprises. On July 27, 2011, the STA
issued Administrative Measures of Enterprise Income Tax of Chinese-Controlled Offshore
Incorporated Resident Enterprises (Trial) ( <3ohaE Mo &4 B R A 2E A5 B FRFE Gt
17)) ), or Bulletin 45, which became effective on September 1, 2011, to provide further
guidance on the implementation of Circular 82. Bulletin 45 clarifies certain issues related to
determining PRC resident enterprise status, including which the competent tax authorities are
responsible for determining offshore incorporated PRC resident enterprise status, as well as
post-determination administration.

Despite the foregoing, the STA may take the view that the determining criteria set forth
in Circular 82 and Bulletin 45 reflect the general position on how the “de facto management
body” test should be applied in determining the tax resident status of all offshore enterprises.
Additional implementing regulations or guidance may be issued determining that our Cayman
Islands holding company is a “resident enterprise” for PRC enterprise income tax purposes. If
the PRC tax authorities determine that our Cayman Islands holding company is a resident
enterprise for PRC enterprise income tax purposes, a number of unfavorable PRC tax
consequences could follow. First, we and our non-PRC subsidiaries may be subject to
enterprise income tax at a rate of 25% on our worldwide taxable income, as well as to PRC
enterprise income tax reporting obligations. Second, although under the EIT Law and its
implementing rules and Bulletin 45 dividends paid by a PRC tax resident enterprise to an
offshore incorporated PRC tax resident enterprise controlled by PRC enterprise would qualify
as tax-exempted income, we cannot assure that dividends paid by our PRC subsidiaries to us
will not be subject to a 10% withholding tax, as the PRC foreign-exchange control authorities
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and tax authorities have not yet issued guidance with respect to the processing of outbound
remittances to entities that are treated as resident enterprises for PRC enterprise income tax
purposes but not controlled by PRC enterprise like us. Finally, the EIT Law and its
implementing rules issued by PRC tax authorities provide that dividends paid by us to our
non-PRC shareholders and, while less clear, capital gains recognized by them with respect to
the sale of our Shares may be subject to tax of 10% for non-PRC resident enterprise
shareholders and 20% for non-PRC resident individual shareholders. In the case of dividend
payments, such PRC tax may be withheld at source.

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

Any loans provided by our offshore holding companies to our PRC subsidiaries are
subject to PRC regulations and such loans must be registered with the local branch of SAFE.
Additionally, our capital contributions must be registered with the SAMR or its local branch.
We cannot assure you that we will be able to obtain these government registrations or approvals
or to complete registration procedures on a timely basis, if at all, with respect to future loans
or capital contributions by us to our subsidiaries or any of their respective subsidiaries. If we
fail to obtain such approvals or registrations, our ability to make equity contributions or
provide loans to our PRC subsidiaries or to fund their operations may be materially and
adversely affected. This may materially and adversely affect our PRC subsidiaries’ liquidity,
their ability to fund their working capital and expansion projects, and their ability to meet their
obligations and commitments. As a result, this may have a material adverse effect on our
business, financial condition and results of operations.

We may be subject to fines due to the lack of registration of our leases.

Pursuant to the Measures for Administration of Lease of Commodity Properties ( {7
f5 ZFEEH L) ), which was promulgated by the Ministry of Housing and Urban-Rural
Development of the PRC (e A RILHNE A FIRAR &% #8) on December 1, 2010 and
became effective on February 1, 2011, both lessors and lessees are required to file the lease
agreements for registration and obtain property leasing filing certificates for their leases. As of
the Latest Practicable Date, we leased certain properties primarily as office space in China and
did not register all of our seven lease agreements as tenant. We may be required by relevant
government authorities to file these lease agreements for registration within a time limit, and
may be subject to a fine for non-registration exceeding such time limit, which may range from
RMB1,000 to RMB10,000 for each lease agreement. As of the Latest Practicable Date, we were
not aware of any action, claim or investigation being conducted or threatened by the competent
governmental authorities with respect to such defects in our leased properties.
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RISKS RELATING TO THE [REDACTED]

No public market currently exists for our Shares; an active [REDACTED] market for our
Shares may not develop and the market [REDACTED] for our Shares may decline or
became volatile.

No public market currently exists for our Shares. The initial [REDACTED] for our
Shares to the public will be the result of negotiations between our Company and the
[REDACTED] (on behalf of the [REDACTED]), and the [REDACTED] may differ
significantly from the [REDACTED] of the Shares following the [REDACTED]. We have
applied to the [REDACTED] for the [REDACTED] in, the Shares. A [REDACTED] on the
[REDACTED], however, does not guarantee that an active and liquid [REDACTED] for our
Shares will develop, or if it does develop, that it will be sustained following the
[REDACTED], or that the [REDACTED] of the Shares will not decline following the
[REDACTED].

The [REDACTED)] of our Shares may be volatile, which could lead to substantial losses
to [REDACTED].

The [REDACTED] of our Shares may be subject to significant volatility in response to
various factors beyond our control, including the general market conditions of the securities in
Hong Kong and elsewhere in the world. In particular, the business and performance and the
[REDACTED] of the shares of other companies engaging in similar business may affect the
[REDACTED)] of our Shares. In addition to market and industry factors, the [REDACTED]
of our Shares may be highly volatile for specific business reasons, such as the results of clinical
trials of our drug candidates, the results of our applications for approval of our drug candidates,
regulatory developments affecting the pharmaceutical industry, healthcare, health insurance
and other related matters, fluctuations in our revenue, earnings, cash flows, [REDACTED] and
expenditures, relationships with our suppliers, movements or activities of key personnel, or
actions taken by competitors. Moreover, shares of other companies [REDACTED] the Stock
Exchange with significant operations and assets in China have experienced [REDACTED] in
the past, and it is possible that our Shares may be subject to [REDACTED] not directly related
to our performance.

There will be a gap of several days between [REDACTED] of our Shares, and the
[REDACTED] of our Shares when [REDACTED] begins could be lower than the
[REDACTED].

The initial [REDACTED] to the public of our Shares sold in the [REDACTED] is
expected to be determined on the [REDACTED]. However, the Shares will not commence
[REDACTED] on the Stock Exchange until they are delivered, which is expected to be five
Business Days after the [REDACTED]. As a result, [REDACTED] may not be able to sell or
otherwise [REDACTED] the Shares during that period. Accordingly, holders of our Shares are
subject to the risk that the [REDACTED] of the Shares when [REDACTED] begins could be
lower than the [REDACTED] as a result of adverse market conditions or other adverse
developments that may occur between the time [REDACTED] begins.
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Future sales or perceived sales of our Shares in the public market by major Shareholders
following the [REDACTED] could materially and adversely affect the [REDACTED] of
our Shares.

Sales of substantial amounts of Shares in the public market after the completion of the
[REDACTED], or the perception that these sales could occur, could adversely affect the
[REDACTED] of our Shares. Although our Controlling Shareholders are subject to restrictions
on its sales of Shares within 12 months from the [REDACTED] as described in
“[REDACTED]” in this document, future sales of a significant number of our Shares by our
Controlling Shareholders in the public market after the [REDACTED], or the perception that
these sales could occur, could cause the [REDACTED] of our Shares to decline and could
materially impair our future ability to raise capital through [REDACTED] of our Shares. We
cannot assure you that our Controlling Shareholders will not dispose of Shares held by them
or that we will not issue Shares pursuant to the [REDACTED] to issue shares granted to our
Directors as described in “Appendix IV—Statutory and General Information” or otherwise,
upon the expiration of restrictions set out above. We cannot predict the effect, if any, that any
future sales of Shares by our Controlling Shareholders, or the availability of Shares for sale by
our Controlling Shareholders, or the issuance of Shares by the Company may have on the
[REDACTED] of the Shares. Sale or issuance of a substantial amount of Shares by our
Controlling Shareholders or us, or the market perception that such sale or issuance may occur,
could materially and adversely affect the prevailing [REDACTED] of the Shares.

You will incur immediate and significant dilution and may experience further dilution if
we issue additional Shares or other equity securities in the future.

The [REDACTED] of the [REDACTED] is higher than the [REDACTED] immediately
prior to the [REDACTED]. Therefore, purchasers of the [REDACTED] in the [REDACTED]
will experience an immediate dilution in [REDACTED] value. In order to expand our
business, we may consider [REDACTED] and issuing additional Shares in the future.
[REDACTED] of the [REDACTED] may experience dilution in the net [REDACTED] of
their Shares if we issue additional Shares in the future at a [REDACTED] which is lower than
the net [REDACTED] at that time.

We do not expect to pay dividends in the foreseeable future after the [REDACTED].

We currently intend to retain most, if not all, of our available funds and any future
earnings after the [REDACTED] to fund the development and commercialization of our
pipeline drug candidates. As a result, we do not expect to pay any cash dividends in the
foreseeable future.

Our Board has complete discretion as to whether to distribute dividends. Even if our

Board decides to declare and pay dividends, the timing, amount and form of future dividends,
if any, will depend on our future results of operations and cash flow, our capital requirements
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and surplus, the amount of distributions received by us from our subsidiaries, our financial
condition, contractual restrictions and other factors deemed relevant by our Board. As a result,
we cannot assure you that we will make any dividend payments on our Shares in the future.

We are a Cayman Islands company and, because judicial precedent regarding the rights
of shareholders is more limited under the laws of the Cayman Islands than other
jurisdictions, you may have difficulties in protecting your shareholder rights.

Our corporate affairs are governed by our Memorandum and Articles and by the Cayman
Companies Law and common law of the Cayman Islands. The rights of Shareholders to take
legal action against our Directors and us, actions by minority Shareholders and the fiduciary
responsibilities of our Directors to us under Cayman Islands law are to a large extent governed
by the common law of the Cayman Islands. The common law of the Cayman Islands is derived
in part from comparatively limited judicial precedent in the Cayman Islands as well as from
English common law, which has persuasive, but not binding, authority on a court in the
Cayman Islands. The laws of the Cayman Islands relating to the protection of the interests of
minority shareholders differ in some respects from those established under statutes and judicial
precedent in existence in the jurisdictions where minority Shareholders may be located. See
“Appendix III—Summary of the Constitution of Our Company and Cayman Companies Law.”

As a result of all of the above, minority Shareholders may have difficulties in protecting
their interests under the laws of the Cayman Islands through actions against our management,
Directors or Controlling Shareholders, which may provide different remedies to minority
Shareholders when compared to the laws of the jurisdiction in which such shareholders are
located.

Facts, forecasts and statistics in this document relating to the ophthalmic pharmaceutical
industry may not be fully reliable.

Facts, forecasts and statistics in this document relating to the ophthalmic pharmaceutical
industry in and outside China are obtained from sources that we believe are reliable, including
official government publications as well as the Frost & Sullivan Report that we commissioned.
However, we cannot guarantee the quality or reliability of these sources. Neither we, the
[REDACTED], the Joint Sponsors, the [REDACTED] nor our or their respective affiliates or
advisers have verified the facts, forecasts and statistics nor ascertained the underlying
economic assumptions relied upon in those facts, forecasts and statistics obtained from these
sources. Due to possibly flawed or ineffective collection methods or discrepancies between
published information and factual information and other problems, the statistics in this
document relating to the ophthalmic pharmaceutical industry in and outside China may be
inaccurate and you should not place undue reliance on it. We make no representation as to the
accuracy of such facts, forecasts and statistics obtained from various sources. Moreover, these
facts, forecasts and statistics involve risks and uncertainties and are subject to change and
should not be unduly relied upon.
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[REDACTED] should read the entire document and should not consider any particular
statements in this document or in published media reports without carefully considering
the risks and other information contained in this document.

Subsequent to the date of this document but prior to the completion of the [REDACTED],
there may be press and media coverage regarding us and the [REDACTED], which may
contain, among other things, certain financial information, projections, valuations and other
forward-looking information about us and the [REDACTED]. We have not authorized the
disclosure of any such information in the press or media and do not accept responsibility for
the accuracy or completeness of such press articles or other media coverage. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any of the
projections, valuations or other forward-looking information about us. To the extent such
statements are inconsistent with, or conflict with, the information contained in this document,
we disclaim responsibility for them. Accordingly, prospective [REDACTED] are cautioned to
make their [ REDACTED] decisions on the basis of the information contained in this document
only and should not rely on any other information.

You should rely solely upon the information contained in this document in making your
[REDACTED] decision regarding our Shares. We do not accept any responsibility for the
accuracy or completeness of any information reported by the press or other media, nor the
fairness or appropriateness of any forecasts, views or opinions expressed by the press or other
media regarding our Shares, the [REDACTED] or us. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such data or publication.
Accordingly, prospective [REDACTED] should not rely on any such information, reports or
publications in making their decisions as to whether to [REDACTED] in our [REDACTED].
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In preparation for the [REDACTED], our Company has sought the following waivers
from strict compliance with the relevant provisions of the Listing Rules and certificates of
exemption from strict compliance with the relevant provisions of the Companies (Winding Up
and Miscellaneous Provisions) Ordinance:

MANAGEMENT PRESENCE IN HONG KONG

According to Rule 8.12 of the Listing Rules, our Company must have sufficient
management presence in Hong Kong. This normally means that at least two of our executive
Directors must be ordinarily resident in Hong Kong. Since our headquarters and all of our
business operations are not principally located, managed or conducted in Hong Kong, our
Company does not, and for the foreseeable future will not, have executive Directors who are
ordinarily resident in Hong Kong for the purpose of satisfying the requirements under Rule
8.12 of the Listing Rules.

Accordingly, our Company has applied to the Stock Exchange for, and the Stock
Exchange [has granted], a waiver from strict compliance with Rule 8.12 of the Listing Rules.
Our Company has made the following arrangements to maintain effective communication
between the Stock Exchange and us:

(i) both of our Company’s authorized representatives, Mr. Ye LIU, an executive
Director, and Ms. Pui Chun Hannah SUEN (#filJ%), a joint company secretary of
our Company, will act as our Company’s principal channel of communication with
the Stock Exchange. Accordingly, the authorized representatives of our Company
will be able to meet with the relevant members of the Stock Exchange on reasonable

notice and will be readily contactable by telephone, facsimile and email;

(i) each of the authorized representatives of our Company has means of contacting all
Directors (including our independent non-executive Directors) promptly at all times
as and when the Stock Exchange proposes to contact a Director with respect to any

matter;

(iii)) each Director has provided his mobile phone number, office phone number, fax
number and e-mail address to the authorized representatives of our Company and the
Stock Exchange, and in the event that any Director expects to travel or otherwise be
out of the office, he will provide the phone number of the place of his
accommodation to the authorized representatives;

(iv) each of the Directors not ordinarily residing in Hong Kong possesses or can apply

for valid travel documents to visit Hong Kong and will be able to meet with the
relevant members of the Stock Exchange within a reasonable period of time;
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(v) our Company has, in compliance with Rule 3A.19 of the Listing Rules, appointed
Somerley Capital Limited as our compliance adviser (the “Compliance Adviser”),
who will also act as an additional channel of communication with the Stock
Exchange for the period commencing from the [REDACTED] to the date on which
our Company complies with Rule 13.46 of the Listing Rules in respect of its
financial results for the first full financial year commencing after the
[REDACTED]. The Compliance Adviser will maintain constant contact with the
authorized representatives, Directors and senior management through various
means, including regular meetings and telephone discussions whenever necessary.
Our authorized representatives, Directors and other officers of our Company will
provide promptly such information and assistance as the Compliance Adviser may
reasonably require in connection with the performance of the Compliance Adviser’s
duties as set forth in Chapter 3A of the Listing Rules;

(vi) any meeting between the Stock Exchange and the Directors will be arranged through
the authorized representatives or the Compliance Adviser or directly with the
Directors within a reasonable time frame. We will inform the Stock Exchange
promptly in respect of any changes in our authorized representatives and our
Compliance Adviser; and

(vii) we will also retain legal advisers to advise on on-going compliance requirements as
well as other issues arising under the Listing Rules and other applicable laws and
regulations of Hong Kong after [REDACTED].

JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the Company must appoint a
company secretary who possesses the necessary academic or professional qualifications or
relevant experience is, in the opinion of the Stock Exchange, capable of discharging the
functions of the company secretary. Note 1 to Rule 3.28 of the Listing Rules provides that the
Stock Exchange considers the following academic or professional qualifications to be

acceptable:
(a) a member of The Hong Kong Institute of Chartered Secretaries;

(b) asolicitor or a barrister as defined in the Legal Practitioners Ordinance (Chapter 159
of the Laws of Hong Kong); and

(c) a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).
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Note 2 to Rule 3.28 of the Listing Rules further sets out the factors that the Stock
Exchange will consider in assessing an individual’s “relevant experience”:

(a) length of employment with the issuer and other issuers and the roles he/she played;

(b) familiarity with the Listing Rules and other relevant laws and regulations including
the SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Takeovers Code;

(c) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

We have appointed Ms. Yun JI (Z£2%) and Ms. Pui Chun Hannah SUEN (f&{ilE) as our
joint company secretaries. Ms. Ji has extensive experience in matters concerning the Board and
our corporate governance. However, given that Ms. Ji does not possess a qualification
stipulated in Rule 3.28 of the Listing Rules, she is not able to solely fulfill the requirements
as a company secretary of a listed issuer stipulated under Rules 3.28 and 8.17 of the Listing
Rules. Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange [has
granted], a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of
the Listing Rules in relation to the appointment of Ms. Ji as our joint company secretary. In
order to provide support to Ms. Ji, we have appointed Ms. Suen, an associate member of The
Hong Kong Institute of Chartered Secretaries, who meets the requirements under Rules 3.28
and 8.17 of the Listing Rules, as a joint company secretary to provide assistance to Ms. Ji, for
a three-year period from the [REDACTED] so as to enable her to acquire the relevant
experience (as required under Rule 3.28(2) of the Listing Rules) to duly discharge her duties.

Such waiver will be revoked immediately if and when Ms. Suen ceases to provide such
assistance. We will liaise with the Stock Exchange before the end of the three-year period to
enable it to assess whether Ms. Ji, having had the benefit of Ms. Suen’s assistance for three
years, will have acquired relevant experience within the meaning of Rule 3.28 of the Listing
Rules so that a further waiver will not be necessary. See “Directors, Senior Management and
Advisors” of this document for further information regarding the qualifications and experience
of Ms. Ji and Ms. Suen.

WAIVER AND EXEMPTION IN RESPECT OF ACCOUNTING AND DISCLOSURE
REQUIREMENTS FOR ACQUISITIONS OF SUBSIDIARIES AND BUSINESSES
CONDUCTED AFTER THE TRACK RECORD PERIOD

Pursuant to Rules 4.04(2) and 4.04(4)(a) of the Listing Rules, the accountant’s report to
be included in a [REDACTED] document must include the income statements and balance
sheets of any subsidiary or business acquired, agreed to be acquired or proposed to be acquired
since the date to which its latest audited accountants have been made up in respect of each of
the three financial years immediately preceding the issue of the [REDACTED] document.
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Pursuant to guidance letter HKEx-GL32-12 issued by the Stock Exchange (“GL32-127),
the Stock Exchange may consider granting a waiver of the requirements under Rules 4.04(2)
and 4.04(4) of the Listing Rules on a case-by-case basis, and having regard to all relevant facts
and circumstances. Pursuant to GL32-12, the Stock Exchange will ordinarily grant a waiver in
relation to acquisitions of equity securities in the ordinary and usual course of business subject
to the following conditions: (i) the percentage ratios (as defined under Rule 14.07 of the Listing
Rules) of each acquisition are all less than 5% by reference to the most recent financial year
of the applicant’s trading record period, (ii) the applicant is neither able to exercise any control,
nor has any significant influence, over the underlying company or business; and (iii) the listing
document should include the reasons for the acquisitions and a confirmation that the
counterparties and the ultimate beneficial owners of the counterparties are Independent Third

Parties of the applicant and its connected persons.

Pursuant to paragraph 32 of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, if the proceeds, or any part of the proceeds, of the issue
of shares are applied in the purchase of any business, a separate accountants’ report in relation
to the business in respect of each of the three financial years immediately preceding the issue
of the [REDACTED)] is required.

On October 18, 2019, Ocumension Hong Kong entered into a cooperation agreement (the
“Cooperation Agreement”) with Suzhou Wuzhong Economic and Technological Development
Zone Management Committee (ffJH 5 HHARTF T BHEE IR HEZE B &) (the “Management
Committee”), a local branch of the Suzhou government and an Independent Third Party of the
Company, pursuant to which Suzhou Xiaxiang Biomedicine Co., Ltd. (#fN =2 FI4- 1) B 464
/3 F]) (“Suzhou Xiaxiang”) was established on October 18, 2019 by Suzhou Wuzhong Asset
Management Co., Ltd. (FfJ T 5% & 2 £ HLA BR/A 7)), a wholly owned subsidiary of the
Management Committee and will construct manufacturing facilities for us in Suzhou according
to our instructions to meet our future needs. Ocumension Suzhou is obligated to acquire 100%
equity interest in Suzhou Xiaxiang upon completion of the Proposed [REDACTED] or within
three years from the commencement of productions of Ocumension Suzhou, whichever is
earlier, on the conditions that relevant completion procedures of construction have been
completed and the property ownership certificates for the manufacturing facilities to be
constructed by Suzhou Xiaxiang have been obtained (the “Suzhou Xiaxiang Acquisition”).
Before the acquisition is completed, Suzhou Xiaxiang owns the land use rights and properties
of the manufacturing facilities being constructed by it, and Ocumension Suzhou will lease such
manufacturing facilities from Suzhou Xiaxiang. The rent will be paid and then returned in full
to Ocumension Suzhou in the form of government grant. The consideration for the acquisition
will be determined based on the valuation of land use right, properties and equipment owned
by Suzhou Xiaxiang by an asset appraiser. The net amount to be paid in relation to the Suzhou
Xiaxiang Acquisition after deduction of government grants is expected to be no more than
RMB400 million. The Company proposes to use part of the [REDACTED] from the
[REDACTED] to pay for part of the consideration. See “Future Plans and Use of
[REDACTED]” in this document.
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The Company (i) has applied to the Stock Exchange for, and the Stock Exchange [has
granted], a waiver from strict compliance with Rules 4.04(2) and 4.04(4)(a) of the Listing
Rules; and (ii) has applied to the SFC for, and the SFC [has granted], a certificate of exemption
pursuant to section 342A(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance from strict compliance with paragraph 32 of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance on the following grounds:

(a) Percentage ratio

Suzhou Xiaxiang was established on October 18, 2019 and it did not engage in any
operation, generate any revenue or record any profit in 2019. The total assets of Suzhou
Xiaxiang were nil as at December 31, 2019. The consideration for the acquisition has not been
determined yet. Therefore, the applicable percentage ratios as required under Rule 14.07 of the
Listing Rules are less than 5% and it will be not meaningful to disclose Suzhou Xiaxiang’s

audited financial report of 2019 in this document.

(b) Undue burden to prepare historical financial information

Suzhou Xiaxiang is under full control of the Management Committee, a local branch of
the Suzhou government. As such, the Company does not have full access to the relevant
financial records for purposes of audit by its reporting accountant and disclosure in this
document. Therefore, having considered the immateriality of Suzhou Xiaxiang, it would be
unduly burdensome for the Company to prepare and include the historical financial information
of Suzhou Xiaxiang in this document.

(c) Disclosure in this document

With a view of allowing the potential [REDACTED] to understand the Suzhou Xiaxiang
Acquisition in greater details, the Company has disclosed in this document the following
information in relation to the Suzhou Xiaxiang Acquisition, which is comparable to the
information that is required to be included in the announcement of a discloseable transaction
under Chapter 14 of the Listing Rules, including: (a) the identity and background information
of the counterparty; (b) a confirmation that the counterparty is an independent third party of
the Company; (c) the basis on which the consideration will be determined; (d) the proposed use
of [REDACTED] into the transaction; (e¢) reasons for and benefits of the transactions; and (f)
other material terms of the cooperation agreement in relation to the acquisition. Please refer to
the sections headed “Business” and “Future Plans and Use of [REDACTED]” for more details.

- 118 -



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

WAIVERS FROM COMPLIANCE WITH THE LISTING RULES AND EXEMPTION FROM
THE COMPANIES (WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

The Company also undertakes that once Ocumension Suzhou enters into the share
purchase agreement relating to the Suzhou Xiaxiang Acquisition in the future, it will perform
size tests pursuant to Rule 14.07 of the Listing Rules and comply with requirements under
Chapter 14 of the Listing Rules.

EXEMPTION FROM COMPLIANCE WITH SECTION 342(1) OF THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE AND
PARAGRAPH 27 OF PART I OF THE THIRD SCHEDULE TO THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

According to section 342(1) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the [REDACTED] shall include an accountants’ report which contains
the matters specified in the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance.

According to paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, the Company is required to include in this document
a statement as to the gross trading income or sales turnover (as the case may be) of the
Company during each of the three financial years immediately preceding the issue of the
[REDACTED] as well as an explanation of the method used for the computation of such
income or turnover and a reasonable breakdown of the more important trading activities.

According to paragraph 31 of Part II of the Third Schedule to the Companies (Winding
Up and Miscellaneous Provisions) Ordinance, the Company is required to include in this
document a report prepared by the Company’s auditor with respect to profits and losses of the
Company in respect of each of the three financial years immediately preceding the issue of the
[REDACTED] and the assets and liabilities of the Company at the last date to which the
financial statements were prepared. According to paragraph 40 of Part III of the Third Schedule
to the Companies (Winding Up and Miscellaneous Provisions) Ordinance, if in the case of a
company which has been carrying on business, or of a business which has been carried on for
less than three years, the financial statements of the company or business have only been
prepared in respect of two years or one year, Part II of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance shall have effect as if references to two
years or one year, as the case may be, were substituted for references to three years. As such,
references to “three years” under paragraph 31 of Part II of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance would not be strictly
applicable if paragraph 40 of Part III of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance applies to the Company.

According to section 342A(1) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the SFC may issue, subject to such conditions (if any) as the SFC thinks
fit, a certificate of exemption from compliance with the relevant requirements under the
Companies (Winding Up and Miscellaneous Provisions) Ordinance if, having regard to the
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circumstances, the SFC considers that the exemption will not prejudice the interests of the
investing public and compliance with any or all of such requirements would be irrelevant or
unduly burdensome, or is otherwise unnecessary or inappropriate.

According to Rule 4.04(1) of the Listing Rules, the Accountant’s Report contained in this
document must include, inter alia, the results of the Company in respect of each of the three
financial years immediately preceding the issue of the [REDACTED] or such shorter period
as may be acceptable to the Stock Exchange.

According to Rule 18A.06 of the Listing Rules, an eligible biotech company shall comply
with Rule 4.04 modified so that references to “three financial years” or “three years” in that
rule shall instead reference to “two financial years” or “two years” as the case may be.
Accordingly, we applied to the SFC for, and the SFC [has granted], a certificate of exemption
from strict compliance with the requirements under section 342(1) of the Companies (Winding
Up and Miscellaneous Provisions) Ordinance and paragraph 27 of Part I of the Third Schedule
to the Companies (Winding Up and Miscellaneous Provisions) Ordinance, on the conditions
that the particulars of the exemption are set forth in this document, on the following grounds:

(a) our Company is primarily engaged in the research and development, application and
commercialization of biotech products, and falls within the scope of biotech
company as defined under Chapter 18A of the Listing Rules;

(b) the Accountant’s Report for each of the two financial years ended December 31,
2019 has been prepared and is set out in Appendix I to this document in accordance
with Rule 18A.06 of the Listing Rules;

(c) During the Track Record Period, we only generated revenue of approximately
RMBO0.2 million in 2019 from the limited sales of OT-401 under the Boao Pilot
Program. We have just begun to commercialize two approved drug products in
China, Ou Qin and brimonidine tartrate eye drop. Save as disclosed above, we have
never generated any revenue from product sales during the Track Record Period.
Details of major financing activities conducted by us since our incorporation have
been fully disclosed in the section headed “History, Restructuring and Corporate
Structure—Major Corporate Development and Shareholding Changes of Our
Group” of this document;

(d) notwithstanding that the financial results set out in this document are only for the
two years ended December 31, 2019 in accordance with Chapter 18A of the Listing
Rules, other information required to be disclosed under the Listing Rules and
requirements under the Companies (Winding up and Miscellaneous Provisions)
Ordinance has been adequately disclosed in this document pursuant to the relevant

requirements; and
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(e) furthermore, Chapter 18A of the Listing Rules provides that the track record period
for biotech companies in terms of financial disclosure is two years. As the Company
was incorporated in February 2018 and accordingly it has no financial information
of 2017, section 342(1) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and paragraph 27 of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance would not be
strictly applicable to our Company.

Our Company is of the view that the Accountant’s Report covering the two financial years
ended December 31, 2019, together with other disclosure in this document, has already
provided the potential [REDACTED] with adequate and reasonably up-to-date information in
the circumstances to form a view on the track record of our Company; and our Directors
confirm that all information which is necessary for the [REDACTED] to make an informed
assessment of the business, assets and liabilities, financial position, management and prospects
has been included in this document. Therefore, the exemption would not prejudice the interests
of the [REDACTED].
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The information and statistics set out in this section and other sections of this
document were extracted from different official government publications, available
sources from public market research and academic research. In addition, we
commissioned Frost & Sullivan to prepare the Frost & Sullivan Report, upon which
this section is based. See “—Source of Information.” We believe that the source of this
information is an appropriate source for such information and have taken reasonable
care in extracting and reproducing such information. We have no reason to believe that
such information is false or misleading or that any fact has been omitted that would
render such information false or misleading. The information from official and
non-official sources has not been independently verified by us, the [REDACTED],
Joint Sponsors, [REDACTED], [REDACTED], any of the [REDACTED], any of their
respective directors and advisers, or any other persons or parties involved in the
[REDACTED], save for Frost & Sullivan, and no representation is given as to its
accuracy. Accordingly, the information from official and non-official sources
contained herein may not be accurate and should not be unduly relied upon.

OVERVIEW OF CHINA’S OPHTHALMIC DRUG MARKET

China’s ophthalmic drug market has grown rapidly in recent years. The market size of
ophthalmic drugs in China grew from US$2.1 billion in 2015 to US$2.8 billion in 2019,
representing a CAGR of 8.0%. It is estimated to further grow to US$5.9 billion in 2024 at a
CAGR of 16.0% from 2019, and to US$16.9 billion in 2030 at a CAGR of 19.1% from 2024.
The chart below illustrates the historical and estimated size of China’s ophthalmic drug market
in comparison with the global ophthalmic drug market:

Global and China Ophthalmic Pharmaceutical Market, 2015-2030E

CAGR Global China
2015-2019 8.0% 8.0%
2019-2024E 3.6% 16.0%

2024E-2030E 10.6% 19.1%

734

Billion USD 64.9

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Il Global I China

Source: Frost & Sullivan Analysis

Note: Frost & Sullivan confirms that the projection of industry performance has taken into account the COVID-19
outbreak. Patients of serious ophthalmic disease have little obstacles to obtain medicines and the COVID-19
outbreak has not materially impacted the ophthalmic drug market.
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Key Trends in the Treatment of Eye Diseases

Eye diseases refer to the conditions that affect any of the eye components such as cornea,
iris, pupil, optic nerve, lens, retina, macula, choroid, conjunctiva or the vitreous. According to
Frost & Sullivan, the top 10 most prevalent eye diseases in China in 2019 included refractive
errors (including myopia, hyperopia, presbyopia and astigmatism), conjunctivitis, dry eye,
cataract, blepharitis, retinal diseases, strabismus, amblyopia, glaucoma and uveitis. Among the
top 10 eye diseases, most refractive errors (except for myopia), strabismus and amblyopia are
mainly treated by corrective lenses rather than medication. The following diagram sets forth
the prevalence of the major eye diseases mainly treated by medication in China and the United
States. The comparison indicates that the patient populations of such major eye diseases in
China were much larger than those in the United States, whereas the size of China’s ophthalmic
drug market was only one-fifth of that of the United States in 2019, indicating a strong growth
potential of China’s ophthalmic drug market:

Comparison of Ophthalmic Disease Pr
Between China and the U.S., 2019

Millions
Comparison of Ophthalmic
Drug Market Between China

and the U.S., 2019 China

U.s.

China

US. \
Myopia

(below 20)
(F)

Billion USD Allergic
conjunctivitis

(F)

Cataract
(F)

u.s.

Retinal
Disease
(B)

Uveitis
(F) & (B)

Glaucoma
(F)

Blepharitis
(F)

Source: Frost & Sullivan Analysis

Notes:

(I)  “F” refers to front-of-the-eye diseases; “B” refers to back-of-the-eye diseases.

(2)  Frost & Sullivan confirms that all Frost & Sullivan analyses are indicative of the latest updates and published

guidelines of the American Academy of Ophthalmology. There are certain differences in the treatment
guidelines in the U.S. and in China, but there are no major differences on treatment paradigm.
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Limited by the slow progress in scientific research on the pathogenesis of eye diseases
and disorders, the drug discovery efforts of ophthalmic pharmaceutical companies worldwide
primarily focus on developing new formulations and new dosage forms that possess advantages
over currently approved drug products rather than discovering new targets or new mechanisms
of action. Only seven new ophthalmic drugs have been approved in China since 2015, all of
which had been developed by MNCs and approved before 2015 outside of China. By
comparison, 17 new ophthalmic drugs have been approved in the United States since 2015.
Among them, one was discontinued shortly after approval and six are formulation of chemical
entities that have been approved and marketed in China. The remaining ten drugs are not yet
available in China in any formulation. The charts below set forth details of the new ophthalmic
drugs approved in China and the United States since 2015:

Comparison of Approved New Ophthalmic Drug, — New Ophthalmic Drugs in the United States—

2015-2019
New drug definition

—U.S.: 505b(1), 505b(2) and BLA
— China: Class 1, 2 and 5.1

7
4
3
1 2 3
2 2 2 2 W 505(b)(2) W 505(b)(1)* & BLA
1 1 New Ophthalmic Drugs in China
» all 7 are imported innovative drugs.
0 » 5 out of 7 drugs were approved by the FDA

2015 2016 2017 2018 2019 and the other 2 were approved by the
Pharmaceuticals and Medical Devices
m U.S. ® China Agency of Japan.

Source: FDA, Pharmaceuticals and Medical Devices Agency, NMPA, Frost & Sullivan Analysis
Notes:

1. An NDA submitted under 505(b)(2) is an application that contains full reports of investigations of safety and
effectiveness but where at least some of the information required for approval is from studies not conducted
by or for the applicant and for which the applicant has not obtained a right of reference.

2. An NDA submitted under 505(b)(1) is an application that contains full reports of investigations of safety and
effectiveness.

3. A biologics license application (BLA) is an application for permission to introduce, or deliver for introduction,
a biologic product into interstate commerce.

The significant unmet medical needs in ophthalmic clinical practice in China are
attributable to the limited number of qualified ophthalmologists and effective medications. In
2018, there were only 30.2 ophthalmologists per million population in China, compared to 51.5
in the United States, according to Frost & Sullivan. To address these huge unmet needs,
tremendous efforts have been made to train ophthalmologists and encourage new drug
discovery. In addition, the PRC government is dedicated to improving access to core treatments
through the health insurance programs. These measures are likely to reduce the medical costs
substantially and make these drugs more affordable for eye patients.
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Key Drivers of the Ophthalmic Drug Market in China

Expanding patient pool. A large number of people in China suffer from eye diseases and
disorders, and this number is expected to further grow because of an accelerating aging
population, overuse of electronic screens as well as environmental pollution. Increasing
prevalence of eye diseases, together with the broad disease coverage of all age groups, drives
the growth of China’s ophthalmic drug market.

Increasing treatment demand. Vision impairment and the associated complications caused
by eye diseases not only affect patients’ quality of life, but also impose economic and
emotional burdens on their caregivers and the society. As the living standards in China continue
to rise, and the public awareness of eye diseases improves, demand for better healthcare in eye
diseases will keep growing in the future and drives the overall growth of China’s ophthalmic
drug market.

Development of novel therapies. The research in ophthalmology has progressed steadily.
Anti-VEGF biologics have been identified as effective therapies for retinal diseases and
treatment options using anti-VEGF biologics have continued to expand. Topical PGAs are
gradually emerging as better, safer choices for lowering IOP. Substantial advances in
ophthalmic treatments are expected in the coming years and will lay the foundation for the
overall market growth.

Favorable governmental policies. China has made great efforts in enhancing eye health
in the past few decades. In 2016, China adopted a Five-Year National Plan for Eye Heath (“
= H A AR #1(2016-20204F)), aiming to reduce the burden of major vision-threatening
eye diseases. In addition, the Chinese government promulgated a series of policies to shorten
the review and approval interval for innovative drugs, which will further accelerate the
development and commercialization of drugs with potential to address urgent, unmet clinical
needs in the ophthalmic field. The favorable government policies will encourage the
ophthalmic drug market to grow rapidly. See “Regulations—PRC Laws and
Regulations—Regulation on Pharmaceutical Product Development, Approval and
Registration” for details of favorable governmental policies and ongoing health care reforms.

Increasing affordability. In the past five years, the average disposable income of Chinese
residents grew significantly to RMB30,733.0 in 2019. In addition, the PRC government is
dedicated to improving access to core treatments through the health insurance programs. For
example, the NRDL included olopatadine for allergic conjunctivitis patients in 2017, and
further incorporated anti-VEGF drugs for wet AMD patients in 2017 as well. Both the increase
in disposable income and the expansion of medical reimbursement coverage are expected to
make ophthalmic drugs more accessible and present new opportunities for China’s ophthalmic
drug market.
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Competitive Landscape of the Ophthalmic Drug Market in China

There are only a limited number of specialized and dedicated ophthalmic pharmaceutical
companies in China, such as Santen, Allergan, Bausch & Lomb and Sinqi, most of which are
MNCs. Only a few ophthalmic pharmaceutical companies have a drug portfolio that covers
both front- and back-of-the-eye diseases. The following table sets forth a comparison of our
major competitive peers and their major drug assets:

Market Earliest
Company Share Drug Assets Chinese Name Approval Eye Indication Addressable Patients(2019)
2019 Time

o - Blepharitis: 94.5 million
Tobramycin and Dexamethasone % Afi fll Z M AEKFA 2013 Ocular inflammation e —

Company A 12.9%

18.3 million

Sodium Hyaluronate 23.5 million

Ranibizumab

Company B 7.3%  Ofloxacin

Fluorometholone AT 2007 Anti-inflamation
Allergic Conjunctivitis: 250.9 million
Brimonidine Tartrate A RIS JE E 1999 Glaucoma 19.6 million
Company C  3.0%  Prednisolone Acctate  WARGBUBHA 2017 Ocular inflammation _ Blepharitis: 945 million
Bimawoprost AxuisE 2015 Glwoma  196milon T
Deproteinized Calf Blood Extract /NIl 238 F1H2I4Y 2007 Anti-inflamation Allergic Conjunctivitis: 250.9 million

Diclofenac Sodium

Gatifloxacin
Company D 2.8%

Atropine Sulfate 2009 Iridocyclitis, Mydriatic
Ofloxacin AR 1994 Anti-infection
Postoperative endophthalmitis prevention: 4.3 million
Sodium Hyaluronate Tl 2005 Dry eye 23.5 million
COmpanyE L1 1G0 o o ey TTmmmmmmmmmmmmm s m s e e
Loteprednol Etabonate i 2011 Anti-inflamation Blepharitis: 94.5 million

Source: NMPA, Frost & Sullivan Analysis

Licensing is a common business model in the ophthalmology pharmaceutical industry.
Four out of seven new ophthalmic drugs approved in China since 2015 were in-licensed,
according to Frost & Sullivan. In recent years, other Chinese pharmaceutical companies have
in-licensed plenty of ophthalmic drugs from outside China, according to Frost & Sullivan,
including, for example, Jiangsu Hengrui Medicine Co., Ltd. (SH.600276), which has
in-licensed CyclASol and NOVO03 from Novaligq GmbH, Arctic Vision Ltd., which has
in-licensed XIPERE from Clearsider Biomedical, Inc. (NASDAQ.CLSD), and Essex Bio-
Technology Limited (HK.1061), which has in-licensed SkQ1 from Mitotech S.A..
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NIPU

Uveitis is characterized by inflammation of uvea. It produces swelling and destroys eye
tissues, and can lead to severe vision loss. There are four types of uveitis depending on the part
of uvea that is affected, namely, anterior uveitis, intermediate uveitis, posterior uveitis and
panuveitis. Uveitis affecting the posterior segment is one of the major types of eye diseases that
causes permanent vision loss, especially in young adults. A retrospective study showed that the
mean age of onset of blindness is 34 years old, and blindness is noted in 25.3% of the patients
with posterior uveitis and panuveitis. Uveitis can also be categorized into infectious uveitis and
non-infectious uveitis. Infectious uveitis is typically caused by bacteria, fungi, parasites or
viruses. Non-infectious uveitis is typically caused by problems intrinsic to the eye or
conditions associated with systemic autoimmune diseases. The NIPU drug market is expected
to continue to grow as driven by innovations in the diagnosis and treatment of uveitis, the
increasing affordability of treatments and the increase in the number of qualified practitioners.

Uveitis is one of the leading causes of blindness worldwide, particularly in young adults.
The prevalence of NIPU in China grew from 1.3 million in 2015 to 1.4 million in 2019,
representing a CAGR of 2.9%. It is estimated to reach 1.6 million in 2024 at a CAGR of 2.6%
from 2019, and further grow to 1.8 million in 2030 at a CAGR of 2.1% from 2024. The
following chart illustrates the prevalence of NIPU in China:

Prevalence of Non-infectious Uveitis Affecting Posterior Segment in China, 2015-2030E

Period CAGR
2015-2019 2.9%
2019-2024E 2.6%
2024E-2030E 2.1%
Millions

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan literature review and analysis
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Treatment Paradigm and Unmet Medical Needs

Early detection and treatment of NIPU is crucial to reduce the risk of vision loss.
Currently, there is no standard of care for NIPU in China. The overarching principle for NIPU
treatment is to control inflammation at the back of eye. Currently, the mainstay therapy of
NIPU generally includes local administration of a corticosteroid, systemic steroid
administration or immuno-suppressants if there is a lack of sufficient response. The following

table illustrates the comparison of different corticosteroid regimens:

Periocular/Intravitreal . .. . venous
administration Corticosteroid implants! admi ation

Type of therapy Local Local Systemic
ey 3-4 months Up to 3 years Dail
administration : plooys y
Fluocinol acetonid
Medication Triamcinolone acetonide ur;;.:;;:::;:zz;)em ¢ Prednisone
. ¢ Ocular side effects * Systemic side effects
Side effects * Adverse outcome of repeated + Ocular side effects only + Ocularside effects

injection

Sustained control of inflammation ¢  Effective when uveitis is related to
* High-concentration drug with « Avoids complications systemic disease
Strengths greater ocular penetration associated with repeated injection ¢ Non-invasive for oral form

*  Minimal systemic side effects Minimal systemic side effects

21.8% of patients experience relapse Treatment period < 6 month: ~50%
within 6 months of follow-up patients experience relapse
Treatment period > 6 month: ~5%
patients experience relapse

Most patients experience
Recurrence recurrence within 6 months
following injection

Source: Frost & Sullivan literature review and analysis, Company Information
Note:

1. Currently, no corticosteroid implants indicated for chronic NIU-PS have been approved by the NMPA.
Information regarding corticosteroid implants is based in YUTIQ clinical data from FDA-approved label.
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The high rate of recurrence and chronicity of uveitis make the treatment for this disease
expensive. The increasing affordability has a positive impact on patients’ willingness for
treatment. Particularly, patients are more willing to try novel and efficacious therapies. Local
therapy with steroid implants are gaining popularity in the long-term management of posterior
uveitis. Globally, there are only three marketed steroid implants indicated for chronic NIU-PS.
None of these implants are currently available for uveitis patients in China. OT-401 is the only
steroid implant being evaluated under a Phase III clinical trial in China. The following table

illustrates a comparison of globally marketed steroid implants:

Treatment
FDA A Effect
@ ' P R — Implantation Indicated Duration of Endpoint in et
ompany Approva P procedure population action clinical study pres
Time by recurrence
rates)
Preloaded Patients aged .
. 18 and older, Recurrence in
Fluoccinolone  NeedI® aPPHCAtOr iy oponic the study eye
OcuMension/ ° that can be e o) OT-401 (21.8%):
0T-401 a 2018 acetonide Pars q noninfectious 36 months within 6 months
Eyepoint administered in i > | Sham (53.8%)
0.18 mg o uveitis affecting following
pys posterior segment implantation
office
of the eye
Implanted via
pars plana Patients aged 7 Recurrence of
5 incision and and older, with uveitis in the
Fluoceinolone (. req by a chronic study eye within  Retisert (14%):
Retisert Bausch & Lomb 2005 acetonide ey 30 months vy o
suture in the recurrent non- 34 weeks Sham (40%)
0.59 mg . . ) .
sclera in an infectious following
operating room posterior uveitis implantation
setting.
Given Patients aged Propomon. of
Sy i 18 and older, patients with
Ozurdex Allergan 2009 DEamease injector in an W“h. o 6 months vllrenua‘ ez Crmmiles ERNoF
0.7 mg noninfectious score of 0 (no Sham (88%)
office-based 5 . 5 3
intermediate or inflammation) at
procedure

Source: Frost & Sullivan literature review and analysis, Company Information
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MYOPIA

Myopia is a vision condition in which close objects are seen clearly, but objects farther
away appear blurred. Myopia is usually caused by an elongation of the eyeball, causing the
image to be focused in front of the retina. The prevalence of myopia in children and
adolescents in China grew from 148.0 million in 2015 to 168.8 million in 2019, representing
a CAGR of 3.3%. It is estimated to further grow to 185.7 million in 2024 at a CAGR of 1.9%
from 2019, and 191.4 million in 2030 at a CAGR of 0.5% from 2024. The myopia drug market
is expected to continue to grow as driven by the large patient population and the proven
efficacy of myopia medication. The chart below illustrates the prevalence of myopia in

population aged below 20 in China:

Prevalence of Myopia in Population Aged below 20 in China, 2015-2030E

Period CAGR
2015-2019 3.3%
2019-2024E 1.9%
2024E-2030E 0.5%
Millions

1877 1892 1904 1912 1915 1914

180.7 183.4 185.7

1658 1731 o

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan literature review and analysis
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Treatment Paradigm and Unmet Medical Needs

Myopia tends to progress rapidly between the ages of 5 and 15, and usually stabilizes by
the end of one’s early 20s. Therefore, prevention or control of the progression of myopia is
critical for children and adolescents. Current treatments include (i) optical correction,
including spectacle lenses and contact lenses; (ii) use of antimuscarinic eye drops; and (iii)

exposure to outdoor activities:

Clinical Management of > Bifocal or Multifocal Spectacles
Myopia in Children and Spectacle .
Adolescents r;enses i e
> Progressive Spectacles i catment
for myopia in
mmmmma Optical Correction Soft hydrophilic children and'
» adolescents are
contact lens spectacles. At the
Contact . same time, there
lenses Orthokeratology is emerging
evidence showing
“» Rigid Gas Permeable Contact Lenses that low-
concentration
_ i i atropine and
—> Anticholinergics —p Low concer;:;eg;;):rr?{g; ‘Z;;tropme, 1% outdl:)or time can
effectively
reduce the

Environmental Time spent Exposure to more than 2 hours of progression of
— 3 P —» outdoor activity per day or >10 hours of myopia.
Interventions outdoors ..
outdoor activity per week

Source: Frost & Sullivan literature review and analysis

While corrective lenses remain the mainstay of vision correction in myopic children and
adolescents, its effect in delaying the progression of myopia is limited. Compared to corrective
lenses and contact lenses, atropine leads to considerable reduction in myopia progression in
terms of refraction change and axial change. The following table sets forth a comparison of

corrective lenses and contact lenses and atropine in slowing progression of myopia:

Mean difference Mean difference
Subtypes in refraction in axial change, Shortcomings Strengths
change, D/yr mm/yr
Bifocal corrective lenses 0.26 -0.08 « Distort vision at the edge ¢ Large field of.v1ew
q . . . ¢ Less chromatic
Corrective lenses of the lens if astigmatism aberrations
Progressive spectacles 0.17 -0.05 exists a »errduons .
« High affordability
Soft hydrophilic ¢ Children are less likely to * More natural vision
0.06 -0.01 .
contact lens follow hygiene and safety compared to glasses
Orthokeratol 015 practice ¢ Cosmetically
Contact lenses rthokeratology - e * May induce problems acceptable, more
o related to cornea, eyelid easily handled, and
Rigid Gas Permeable -0.03 0.02 and dryness of the eye more convenient for
Contact Lenses * Relatively expensive daily activities
High-concentration N . y cohoconc e
(1% or 0.5%) 0.68 0.22 L()ng,.term high-concentration
atropine use may have o Clear effects i
Moderate-dose (0.1%) 053 -0.22 potential risks including. car etfects
. . ? myopia control, better
Atropine eye local allergic and
. . outcome than
drops systemic reactions . . e
concentrati 1%) 0.53 0.15 ¢ Possible myopic rebound corrective lenses and
Low-concentration (0.01% .53 -0. rossible myop contact lenses
if atropine is stopped
suddenly

Source: Frost & Sullivan literature review and analysis
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Note: For all comparisons, the stated values represent the differences in final refraction or axial elongation between
the stated intervention and the single vision corrective lenses. In terms of refractive error, a positive indicates
that the stated intervention is better. In terms of axial length, a negative indicates the first intervention is better.

Anticholinergic drugs are one of the few effective drugs in myopia control. Although
anticholinergic agents have been extensively studied in scientific research, there are only two
pharmaceutical agents approved by the NMPA around 30 years ago for use as myopia
treatments, namely tropicamide eye drops and raceanisodamine eye drops.

Among ophthalmic anticholinergics, low-concentration atropine is found to have a
reliable effect in slowing myopia progression and a good safety profile. In addition, atropine
is the only anticholinergic recommended in Appropriate Technical Guidelines for Prevention
and Control of Myopia in Children and Adolescents (V02 /DAFEATH B B HL MU P8 R9). Tt
has emerged as the most promising myopia-control eye drops. High-concentration (0.5-1%)
atropine has been shown to be effective in reducing myopia progression but also proved to have
more occurrences of adverse effects. Low-concentration (0.01%) atropine can also effectively
control myopia progression, with significantly fewer adverse effects compared to high-
concentration atropine. The instability of low-concentration atropine solutions has long been
a technical barrier. At 25°C and neutral pH, 0.01% atropine remains stable for only 2-8 weeks,
which limited its usage in myopia treatment. Globally, there are a total of four clinical trials
investigating the efficacy of atropine for myopia control. Three of them have reached Phase 111
clinical trial stage. The following table sets forth a comparison between the four clinical-stage
drugs and OT-101:

“ode/ Name . A Clinical Regulatory | First Posted
Drug (IOd"/ Ndl“‘. AgL Group ¥ [ Date
III

NVK-002 Nevakar , LLC 3 - 17 years FDA 2017/11/22
SYD-101 Sydnexis , Inc. 3 - 14 years 1 FDA 2019/4/18
AT 0.01%_0[) Lihainic Eyenovia Inc. 3 - 12 years 111 FDA 2019/5/8
Solution
Atropine 0.01% Eye Drop Singi 6 — 12 years 111 NMPA 2020/05/27
DE-127 Ophthalmic Solution ~ S21t€n Pha‘m]i‘f;“‘ical | - il s 1 smﬁg‘:"e 2017/11/6
OT-101 Ocumension 5 -14 years Pre -clinical = N/A

Source: NMPA, FDA, Frost & Sullivan Analysis
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GLAUCOMA

Glaucoma is a group of degenerative diseases due to elevated IOP, which damages the
optic nerve and leads to vision loss and eventually blindness if not treated. Glaucoma is the
second-leading cause of irreversible blindness worldwide. The prevalence of glaucoma in
China increased from 18.1 million in 2015 to 19.6 million in 2019, representing a CAGR of
2.0%. It is estimated to further increase to 21.3 million in 2024 at a CAGR of 1.7% from 2019,
and 23.0 million in 2030 at a CAGR of 1.2% from 2024. The glaucoma drug market is expected
to continue to grow as driven by the aging population and improvements in diagnostic
technology. The following chart illustrates the prevalence of glaucoma in China:

Prevalence of Glaucoma in China, 2015-2030E

Period CAGR
2015-2019 2.0%
2019-2024E 1.7%
2024E-2030E 1.2%

Millions

181 185 189

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan literature review and analysis

Glaucoma can be primarily divided into two types, open-angle glaucoma and angle-
closure glaucoma, based on whether the anterior chamber angle, which is where the majority
of ocular fluid outflow, is open or closed. In contrast to angle-closure glaucoma where patients
experience obvious symptoms and signs, individuals with open-angle glaucoma rarely
experience symptoms. Thus, open-angle glaucoma is poorly diagnosed and generally detected
incidentally during comprehensive ophthalmic examination or at a relatively late stage where
the risk of irreversible visual loss is high. Of the 19.6 million patients with glaucoma in China
in 2019, 43.9% had open-angle glaucoma and 56.1% had angle-closure glaucoma.
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Treatment Paradigm and Unmet Medical Needs of Glaucoma

The dominant approaches to treating glaucoma encompass pharmacologic therapy, laser
therapy and conventional surgery. The ultimate goal of glaucoma treatment is to preserve
enough vision during the patient’s lifetime to meet functional needs. Treatment typically aims
to delay, stop and ideally reverse the damage to the optic nerve and ganglion cell layer. The
only way proven to slow or stop damage from progressing is to reduce IOP to be below the
level that will cause continued damage to the optic nerve. Therefore, the overarching principle
in many glaucoma treatment guidelines is to reduce IOP to a target level.

Among different types of glaucoma drugs, topical PGAs are considered the mainstream
treatments due to their efficacy and safety in lowering IOP. Below is a comparison of common
IOP-lowering agents:

IOP Reduction (%) Adverse Effects Strengths

Strong IOP lowering effect
Minimal side effects

Less diurnal IOP variation
Preferred dosage scheme

¢ Blurred vision, increased
-25.0-33.0% Once per day pigmentation of eye color, or
irritation of eye.

Prostaglandin
(PGAs)

¢ Blurred vision, a burning or
stinging in thy .
Beta-adrenergic stinging n the eye.
q . * Adverse side effects in . . "
antagonists -20.0-25.0% Once or twice per day Lo . « Potential neuroprotective effect
individuals with heart
(beta-blockers)
problems, lung problems,
depression.

* Higher likelihood of allergic
reactions

Alph: :dr.etr;erglc -20.0-25.0% Three times per day *  Systemic side effects : z::z:;ﬂg cardio-pulmonary
gonis including somnolence and
fatigue

Four times per day

Topical carbonic when monotherapy,

¢ Burning/stinging on instillation,

anhydrase -15.0-20.0% . - ocular hyperemia, and * Few systemic adverse effects
A-THT or twice per day as an .
inhibitors (CAls) . b discharge
adjunctive treatment
Three times per day ¢ Brow-ache, dim vision, . . .
when monotherapy. blurred vision and headache * Relatively inexpensive
A q q 90 095 (09 i s . o g .
Cholinergic agonists 20.0-25.0% or twice per day as * May cause uveitis and pupil S;l;g)nir:la)lcplg:slowcnng
adjunctive treatment reduction

Source: Primary Open-Angle Glaucoma Preferred Practice Pattern, Frost & Sullivan Analysis

Note: These clinical data are collected from different medical publications, not head-to-head research. As a result,

these data are only for reference and may not be directly comparable.
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Currently marketed PGA drugs in China include PGA monotherapy eye drops and
fixed-dose combination PGA eye drops. The PGA monotherapy eye drops are composed of one
type of PGA, while the fixed-dose combination PGA eye drops combine PGAs and other active
ingredients in a single dosage form. Fixed-dose combination PGA eye drops usually result in
more adverse effects than PGA monotherapy eye drops and have potential teratogenic risks.
Under medical guidelines, the PGA monotherapy eye drops are recommended as first-line
therapy, the fixed-combination eye drops are only used in patients with progression or who
have failed to achieve the target IOP. The following table sets forth a summary of competing
PGA eye drops approved by the NMPA:

. -~ (2)

- Representative Product Number of Other | Earliest NMPA NRDL Price
Generic Name Manufacturers A al Ti Inclusion® per ml
Tradc Nalnc I\’[anufacturcr anulacturers Approval me nclusion ‘RI\’[B'

PGA M herapy Eye Drops
Latanoprost Xalatan® HfLi / Plizer 5 1999 v 533
Travoprost Travatan® 7t 3 /Novartis 1 2004 N 67.3
Bimatoprost Lumigan® AT/ Allergan 0 2005 y 47.6
Tafluprost Tapros® %K /Santen 0 2015 v 29.9
Fixed-dose Combination PGA Eye Drops
Latanoprost/Timolol Xalacom® S/ Phizer 1 2008 x 78.1
Maleate
Bimatoprost/Timolol Ganfort® W/ Allergan 0 2013 x 50.0
Maleate
Travoprost/Timolol DuoTrav® 7ti % /Novartis 0 2014 x 743

Maleate

Source: NMPA, Frost & Sullivan Analysis
Note:
(1)  Refers to the 2020 NRDL which is currently in effect.

(2)  Refers to the hospital procurement price.

Comparison between OT-301 and Other PGA Monotherapy Eye Drops

Compared to other current PGA monotherapy eye drops, OT-301 employs a dual
mechanism of action, which allows activation of both the primary and secondary aqueous
humor outflows of the eye, leading to a greater IOP-lowering effect for the treatment of
glaucoma. It adds NO-mediated efficacy to bimatoprost, which is marketed under the brand
name LUMIGAN and considered the most efficacious PGA among those approved to date,
according to Frost & Sullivan. In OT-301’s completed Phase II clinical trial, it demonstrated
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both statistically significant non-inferiority for the primary endpoint and superiority for a
secondary endpoint over latanoprost (0.005% concentration), the most widely prescribed
first-line therapy for glaucoma and ocular hypertension in China, with greater IOP reduction.
The table below illustrates a comparison of OT-301 and other PGAs:

VYZULTA Lumi [ — XALATAN TAPROS
OT-301 (Latanoprostene umigan ravatan (Latanoprost (Tafluprost
Bunod 0.024%) 0.005%) 0.0015%)

(Bimatoprost 0.01%) | (Travoprost 0.004%)

Reduction in

Mean IOP 7.6-9.8 mmHg 7.0-9.0 mmHg <7.5 mmHg 7.0-8.0 mmHg 6.0-8.0 mmHg 6.0-8.0 mmHg
Patient Mean
Baseline IOP 26.8 mmHg 26.7 mmHg 23.5 mmHg 25.0-27.0 mmHg 24.0-25.0 mmHg 23.0-26.0 mmHg

Blurred vision,
burning and stinging,

Conjunctival conjunctival Conjunctival
P . 7 . ia(4%.- g
Typical Adverse @rfira o Conj uljlcuval hyperemia (30% hyperemla, hyperemia(4%-20%);

X Conjunctival hyperemia (25%- 50%); decreased foreign body ocular
Events hyperemia 3 N q 3 q e 1 P P

(Incidence 35%) (16.8%) hyperemia (6%) 45%); ocular visual acuity, foreign sensation, increased stinging and irritation

- . pruritus (>10%) body sensation, pain pigmentation of the (7%); allergic

and pruritus (5%-10%) iris, punctate conjunctivitis (5%)
epithelial

keratopathy (5-15%)

Source: FDA, Company Information, Frost & Sullivan Analysis

Note: These clinical data are collected from different medical publications, not head-to-head research. As a result,

these data are only for reference and may not be directly comparable.

There are only two registered clinical trials for PGAs targeting the glaucoma indication
in China. The only indication under Phase III investigation is a fixed-dose combination PGA
eye drop, and the other Phase I medication developed by Sinqi is a conventional monotherapy
PGA:

Clinical Regulatory Initial Publication

Drug Code Sponsor Phase Authority Date®

Fixed-dose Combination PGA Eye Drops

DE-111A Eye Drops

(Tafluprost/timolol maleate) Santen Pharmaceutical 1T NMPA 2018/11/26
PGA Monotherapy Eye Drops
Latanoprost Eye Gel Singi Pharmaceutical 1 NMPA 2014/04/02

Source: CDE, Frost & Sullivan Analysis
Note:

(1)  Refers to the date on which the information of the respective clinical trial is published for the first time.

Carbonic anhydrase inhibitors, or CAls, and hyperosmotic agents are the most commonly
used drugs prior to surgery to prevent glaucoma due to their marked IOP reduction effect. Both
options have a series of systemic side effects and hyperosmotic agents are especially dangerous
for patients with predisposing cardiopulmonary risks. Currently, only two systemic CAls,
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acetazolamide and methazolamide, have been approved by the NMPA and included in the
NRDL. Both approved CAls are in the form of orally administered tablets. There are no
injectable systemic CAls at clinical phase.

. Representative Product Number of Other | Earliest NMPA NRDL e
Generic Name ] o ) . . per Tablet
Trade Name Manufacturer Manufacturers Approval Time Inclusion (RMB)

Systemic CAIs Tablets

ESSVILE S V)
Acetazolamide N.A. Tianjin Lisheng 11 1983 y 0.04
Pharmaceutical

BN R e/

ST JeHyinl/ Hangzhou Aoyi
Methazolamide NiMuKeSi® Baoling 0 2000 y 0.06

Pharmaceutical

Source: NMPA, Frost & Sullivan Analysis

Comparison between Competing Brimonidine Tartrate Eye Drops

Brimonidine tartrate eye drop is indicated for the treatment of open-angle glaucoma and
ocular hypertension. Brimonidine tartrate is an alpha-2 adrenergic receptor agonist, which may
lower intraocular pressure by reducing aqueous humor formation and enhancing uveoscleral
outflow. The following table sets forth a comparison between our brimonidine tartrate eye
drops and competing brimonidine tartrate eye drops marketed in China:

Representative Product Number of Other | Earliest NMPA | NRDL Bidding Price

Category Brand Name Manufacturer Manufacturers Approval Time Inclusion 0{[5;;];"
AR .
5ml:7.5mg /Algﬂ)halan ST EE/Allergan 0 2009 V 14.6
0.15% -
] 5
10ml:15mg / EL’: E\n T/ Allergan 0 2009 N X
QNS
, Sp ﬁgﬁ . i/ Allergan 2005 N
0.2% 5ml:10mg 3 6.9
e R I
- A 2016 v

/Huonland

Source: NMPA, Frost & Sullivan Analysis

0T-302

OT-302 is an acetazolamide injection for the treatment of chronic glaucoma and for
reducing high IOP after glaucoma and other intraocular surgeries. As an intravenous dosage,
OT-302 has similar IOP-lowering outcome as typical oral dosage while it has shorter onset time
and can lower IOP immediately after administration.
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ALLERGIC CONJUNCTIVITIS

Allergic conjunctivitis occurs when an allergic reaction causes conjunctivitis. It is part of
a larger systemic atopic reaction and is usually seasonal with associated upper respiratory tract
symptoms and complaints of redness and swelling of the conjunctiva with severe itching and
increased lacrimation. The drug market for allergic conjunctivitis is expected to continue to
grow, as people have more exposure to allergens due to pet keeping, outing and increased

pollution.

The number of allergic conjunctivitis patients in China increased from 205.7 million in
2015 to 250.9 million in 2019, representing a CAGR of 5.1%. It is estimated to reach 308.6
million in 2024 at a CAGR of 4.2% from 2019, and 375.9 million in 2030 at a CAGR of 3.3%
from 2024. The following chart sets forth the prevalence of allergic conjunctivitis in China:

China Prevalence of Allergic Conjunctivitis, 2015-2030E

CAGR

2015-2019 5.1%

2019-2024E 4.2% 1759
2024E-2030E 3.3% 353.9 365.0 g

3428 o
331.5
308.6 320.0
Millions 297.0 -
285.5
273.9
2509 2624
217.0 228

205.7

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan Analysis

Treatment Paradigm and Unmet Medical Needs
Comparison between OT-1001 and Competing Eye Drops for Allergic Conjunctivitis

The treatment principles of allergic conjunctivitis include removing allergens and
alleviating symptoms and signs. Due to the limited number of allergic conjunctivitis therapy
choices and the lack of potent drugs with long-term safety, it is urgent to discover and develop
a wider variety of effective therapies. Currently, mainstream primary therapies of allergic
conjunctivitis involve the use of anti-allergic therapeutic agents such as antihistamines,
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multiple-action anti-allergic agents and mast cell stabilizers. Most primary therapies are topical
use eye drops. The following table sets forth a comparison of marketed primary eye drops for
allergic conjunctivitis in China:

ching Score Change Pric
. . NRDL It(hm;: Score Change Onset Duration rice
Category Generic Name Dosage Inclusion (3 min post-CAC, Group (i (fine per ml
placebo baseline) srouy (RMB)
Cetirizine! ol sarhaticcted x 138 g2cas 5 8 hours N/A
eye twice daily old minutes
Antihistamines
q 1 drop each affected eye >3 years 30 4to
Elusdal up to 4 times daily v =il old minutes 8 hours 9
1 or 2 drops in each 53 years
Pemirolast affected eye 4 times X -1.3 = N.A N.A. 4.1
. old
Mast cell daily
stabilizers
. 1 drop each affected eye >4 years 2t03
Cromoglycate 40,6 times aily V N.A old days N.A. 1.3
. 1 drop every 8 to 12 >3 years 15 8to
ettty hours \ E old minutes 12 hours the
1 drop in each eye twice N
Olopatadine daily at an interval of v -1.43 pohcas ,<30 8 hours 17.3
. . 6 to 8 hours old minutes
Multiple-action
agents
Azelastine ] d.rop e'?Ch diEsEeR v -0.85 IS 3 minutes 8 hours 6.9
twice daily old

Source: Frost & Sullivan literature review and analysis

Note: These clinical data are collected from different medical publications, not head-to-head research. As a result,
these data are only for reference and may not be directly comparable.

1. Cetirizine ophthalmic solution, or OT-1001 (ZERVIATE), was approved by the FDA in 2017, and has not been
approved in China yet.

The first generation antihistamines are rarely used in clinical practice at present due to the
adverse effects that may be caused. Compared with the first-generation antihistamines, the
second-generation antihistamines such as cetirizine have the advantages of wider patient
coverage, less frequent dosing, shorter onset time, longer duration time and lower AE rate. In
contrast, mast cell stabilizers, another group of drugs for allergic conjunctivitis, have longer
onset time and only have controlling, but not curative, effects. The following table sets forth
a comparison of the first generation and second generation of antihistamines:

_ senemion dvanages of and generaton

Representative drugs

Pharmacokinetics

Blood brain permeability

Specificity

Source: Frost & Sullivan literature review and analysis

Brompheniramine,

diphenhydramine, ketotifen, etc.

Short half-life, more frequent of

administration and large
dosage

Easy to cross the blood-brain
barrier due to lipophilic drugs
Produces CNS inhibition

Poor H1 receptor selectivity
Weak anti-choline and anti-a
receptor blockers

Cetirizine, emedastine,
azelastine, olopatadine, etc.

Most of them are long-acting
sustained-release preparations,
less frequent of administration
and small dosage

Hard to cross the blood-brain
barrier
CNS inhibition is not obvious

Strong H1 receptor selectivity
Barely anti-choline and anti-a
receptor blockers
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POSTOPERATIVE INFLAMMATION

Postoperative endophthalmitis is a severe infection involving both the anterior and
posterior segments of the eye following intraocular surgery. Postoperative endophthalmitis
following cataract surgery is presumed to be caused by bacteria, fungi or, on rare occasions,
parasites that enter the eye during the perioperative period. Symptoms of endophthalmitis
following cataract surgery vary slightly. Their symptoms depend on whether the infection
occurs early (six weeks or less) or late (months or years) after surgery. Early symptoms include
a dramatic decrease in vision in the affected eye, eye pain that worsens after surgery, red eyes
and swollen eyelids. Late symptoms tend to be milder than early symptoms, which include
blurred vision, increased sensitivity to bright light and mild eye pain. The postoperative
inflammation drug market, especially, the drug market for inflammations post cataract surgery,
is expected to continue to grow as the cataract surgery rate continues to rise and the access to
cataract treatment continues to improve.

The total number of patients receiving cataract surgery in China increased from 2.4
million in 2015 to 4.3 million in 2019, representing a CAGR of 15.5%. A large number of such
patients have postoperative inflammation following the cataract surgery. Compared to
developed countries, postoperative endophthalmitis incident rates in China remain high,
especially in small or mid-sized hospitals. Once post-cataract endophthalmitis occurs, 50% of
eyes recover with 20/40 vision and 10% are left with no useful vision (5/200 or less). The
following chart illustrates the cataract surgery volume in China:

Cataract Surgery Volume in China, 2015-2030E

Period CAGR
2015-2019 15.5%
2019-2025E 11.7%
2025E-2030E 7.0%
11.4
Millions 100 108

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan literature review and analysis

Treatment Paradigm and Unmet Medical Needs

Due to the high rate of blindness of post-operative endophthalmitis, preventive
approaches during the operation are of paramount significance. Typical methods to reduce risk
of endophthalmitis include placing povidone-iodine to the affected area before surgery,
pre-operative and postoperative use of antibiotics and anti-inflammatory agents, and
intracameral administration of antibiotics at the conclusion of surgery.
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Fluoroquinolones and aminoglycosides are two topical antibiotic categories that are
recommended by medical guidelines for post-operative endophthalmitis prevention.
Fluoroquinolones generally have better corneal penetration and broader spectrum coverage,
and are more effective in inhibiting postoperative endophthalmitis. Commercially available
drugs indicated for postoperative endophthalmitis prevention in China include fluoroquinolone
eye drops and aminoglycoside eye drops. The third- and fourth-generation fluoroquinolones are
widely used in clinical practice and are preferred over aminoglycosides. The following table
illustrates the marketed drugs indicated for postoperative endophthalmitis in China:

Representative Product Earliest Price
sener _ e " NMPA NRDL e
Generic Name Other q per Unit
’ 5 Approval Inclusion
Trade Name Manufacturer | Manufacturers Time (RMB)

Fluoroq 1 Eye Drops
S gene ration Levofloxacin Cravit® %K /Santen 19 2004 V 6.1
fluoroquinolones
LR e/
Gatifloxacin Zhuning® Anhui Shuangke 8 2005 Y 3.1
. Pharmaceutical
4th generation
fluoroquinolones
Moxifloxacin . ® 2y .
hydrochloride Vigamox' it % /Novartis 0 2018 Y 10.2
Aminoglycosides Eye Drops
Tobramycin Tobrex® W4 /Novartis 31 1999 Y 1.0
Tobramycin / Dexamethasone Tobradex® Wi 3 /Novartis 8 2001 V 24

Source: NMPA, Frost & Sullivan Analysis

Though members of the fourth-generation fluoroquinolones appear to possess similar
spectrum of bactericidal activity, the intraocular penetration properties of moxifloxacin and
gatifloxacin differ. Compared to gatifloxacin, moxifloxacin has higher concentration in
different intraocular sites and thereby has favorable penetration characteristics, which makes
it an ideal candidate for ophthalmic indications. Below is a comparison of moxifloxacin and

gatifloxacin:
Intraocular penetration of instilled topical Moxifloxacin and Gatifloxacin
Cornea (ng/g) Aqueous humor (ng/g) Conjunctiva (ng/g)
Moxifloxacin (0.5%) 12.23 £5.33 2.677 £ 1.094 3.15+1.60
Gatifloxacin (0.3%) 6.32 +2.47 1.112 +£0.438 1.84 +0.94

Source: Frost & Sullivan literature review and analysis
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The topical antibiotics plus corticosteroids eye drops protocol is credited with keeping
infectious and inflammatory complications at their current low rate. Compared to the
conventional, separately dosed moxifloxacin and dexamethasone treatment, single-vehicle,
fixed-dose combination moxifloxacin/dexamethasone formulation is found to be
therapeutically equivalent. In addition, the fixed-dose combination can help patients to receive
proper dosage and improve medication adherence. The following chart illustrates the benefit of
fixed-dose combination of moxifloxacin and dexamethasone:

59, Moxifloxach
5% Rilp:Tilmerdiv Conventional 0.5% Moxifloxacin

+ 0.1% Dexamethasone Therapy

10.1% Dexamethasone fixed-dose
Combination

The clinical outcome was evaluated at Day 15

Ocular pain 0.0% 1.6%

Sign of active ocular
Inflammation (redness, 0.0% 1.6%
edema, tearing, or discharge)

Number of cells per
field in the anterior 3.1% 3.3%
chamber (>5 cells)

Benefit of Fixed-dose Combination of Moxifloxacin and Dexamethasone

« Comparable results versus . N . - .
P . . . * More convenient for patients, * Increased likelihood of
conventional Moxifloxacin better treat ¢ i ivine the d
and Dexamethasone therapy ctter treatment compliance receiving the proper dosage

Source: Frost & Sullivan literature review and analysis

Antibiotic eye drops is a complicated treatment regiment, requiring up to 70 eye drops
over three to four weeks on a tapered dosing schedule. Further, cataract surgery patients are
often elderly and can have compromised cognitive function, osteoarthritis in their hands and
poor eyesight due to the cataract surgery. These complexities can lead to poor compliance due
to failure to administer eye drops according to the prescribed schedule, or administering an eye
drop but failing to have it go into the eye, and/or not finishing the treatment regimen.
Sustained-release intraocular injection has been developed to reduce inconvenience and
non-compliance caused by the complicated treatment regimen currently available. OT-502 is a
9% dexamethasone intraocular suspension administered as a single dose into the surgical site
at the conclusion of the cataract surgery. It provides a constant release of dexamethasone to
control postoperative inflammation. The major benefits of OT-502 include improvement in
patient compliance and proper dosing.
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DRY EYE

Dry eye is characterized by inflammation of the ocular surface epithelia due to reduced
tear quantity and ocular surface sensitivity. Dry eye has become a common eye condition in
modern society. The number of dry eye patients in China grew from 210.7 million in 2015 to
234.9 million in 2019, representing a CAGR of 2.7%. It is estimated that the number may
increase to 256.2 million in 2024 at a CAGR of 1.8% from 2019, and 272.8 million in 2030
at a CAGR of 1.1% from 2024. The chart below sets forth the prevalence of dry eye in China:

China Prevalence of Dry Eye Disease, 2015-2030E

CAGR DED
2015-2019 2.7%
2019-2024E 1.8%
2024E-2030E 1.1%
Millions

sug6 2524 2562 2399 2630 2660 2684 =
o 248, . A

244
2349 2394 :
2107 2173 2

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan literature review and analysis

Treatment Paradigm and Unmet Medical Needs

Treatment options for dry eye mainly include artificial tears and anti-inflammatory drugs.
Artificial tears are the first-line therapy, especially for mild dry eye. Although artificial tears
relieve symptoms, they cannot cure dry eye. For the treatment of moderate and severe dry eye,
artificial tears need to be combined with anti-inflammatory drugs, which address the

underlying cause of dry eye, the inflammation of the cornea and conjunctiva.
Artificial Tears

Artificial tears increase tear volume, minimize desiccation and lubricate the ocular
surface, thus providing temporary relief of irritation symptoms and reducing the eye surface
reaction related to high osmotic pressure of tears. Low viscosity artificial tears are thin and
watery, providing quick relief with little or no blurring of vision, but their lubrication effect is
short-lived. In contrast, high viscosity artificial tears are more gel-like and can provide longer
lubrication. Low viscosity artificial tears are suitable for mild dry eye patients, while moderate
to severe dry eye patients benefit more from high viscosity artificial tears. For those patients
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with severe eye surface inflammation and abnormal tear dynamics, or need long term or high

frequency use (more than six times daily) of artificial tears, artificial tears without

preservatives or with less preservative toxicity are preferred.

Low viscosity

High viscosity

Source: Frost & Sullivan Analysis

Polyols

Polyvinyl alcohol (PVA)

Hyaluronic Acid

Cellulose derivatives

Oil-based emulsions
(mineral and castor oil)

Hydrophilia

Hydrophilia

Film-formation

Hydrophilia

Film-formation

Hydrophilia
Film-formation

Film-formation

.

.

Increases viscosity

Forms protective layer over mucous
membrane to relieve irritation

Lowers tear viscosity

Binds multiples of its weight in water and
lowers tear osmolarity

Adheres to ocular surface
Stabilizes and evens out the tear film
Highly viscous until blink thins it out

Cross links upon contact with tear film

due to pH difference to increase viscosity

Stabilize emulsions

Replace or thicken lipid layer to increase
tear stability and reduce tear evaporation

)

Hyaluronic acid
has the advantages
of high viscosity,
dual characteristics
of hydrophilia and
film-formation,
and the function of
accelerating
corneal wound
healing.

—

Comparison between Ou Qin and Competing Hyaluronic Acid Artificial Tears

Hyaluronic acid artificial tears are a high viscosity artificial tears. Currently, there are a

total of 18 manufacturers of 22 registered hyaluronic acid artificial tear eye drops:

Hyaluronic Acid

Specification

Representative Product

I\/Ianu fac .

Number of Other Earliest NMPA
Approval Time

Manufacturers

NRDL Price

per ml

Inclusion (RMB)

0.4ml % JH/Hialid % K/Santen 3 2003 y 8.6
0.1% Mono-
dosage - i SR(7)
; : / 4.
0.8ml T RE/Run 1i Bauseh & Lomb 0 2005 y 7
5ml % JiE/Hialid % K/Santen 11 2000 y 45
01 Muli- - h A . Va5
©Y dosage gy GRS i/ PRI A/ 0 2004 v 6.9
Liangjingjing United Laboratories
10ml 1} % /Hycosan URSAPHARM 0 2003 N 5.7
0.4ml M Hialid % K /Santen 2 2000 N 122
Mono-
Y%
P douge e e /L
0.8ml [&i0/Ou Qin Huonland/OcuMension 0 2019 N 10.0
Multi- PRy TR %
0.3% dosage 5ml %% J#/Hialid 2 K/Santen 0 2008 v 74

Source: NMPA, Frost & Sullivan Analysis
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The artificial tears market experienced rapid growth in China. The market size increased
from RMB1.2 billion in 2015 to RMB2.2 billion in 2019, representing a CAGR of 16.5%. It
is estimated to further grow to RMB4.1 billion in 2024 at a CAGR of 13.1% from 2019, and
RMBOI.1 billion in 2030 at a CAGR of 14.4% from 2024. The following charts illustrates the
artificial tears market in China:

China Artificial Tears Market, 2015-2030E

CAGR
2015-2019 16.5%
2019-2024E 13.1%
2024E-2030E 14.4%
Billions RMB

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan Analysis

Anti-Inflammatory Drugs

For mild to severe dry eye, anti-inflammatory drugs are used to address the underlying
cause of dry eye, the inflammation of cornea and conjunctiva. Moderate to severe dry eye
patients generally account for 50% of total dry eye patients in China, representing a significant
group of patients who are in need for anti-inflammatory drugs. Anti-inflammatory agents used
for ocular surface management broadly fall under two categories, namely corticosteroids and
immunomodulators. Corticosteroids interfere with expression and transcription of pro-
inflammatory genes by targeting receptor and nonreceptor-mediated pathways, respectively.
The immunomodulators function by reducing cytokine production to achieve anti-
inflammation effects.

As for the development of anti-inflammatory drugs for dry eye, although there are many
ongoing studies investigating the efficacy of calcineurin, alpha adrenergic receptor agonists,
and TNF-a inhibitors, none of these studies target tyrosine kinases, an enzyme related to the
downstream pathway leading to ocular inflammation.
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BLEPHARITIS

Blepharitis is one of the most common eye diseases characterized by eyelid inflammation.
It commonly occurs when tiny oil glands located near the base of the eyelashes become clogged
and tends to recur. Blepharitis has a significant impact on ocular comfort and quality of life.
Symptoms of blepharitis include burning, itchiness, gritty feeling in the eyes, contact lens
intolerance, photophobia, redness, swelling and crusting of the eyelid margins. Blepharitis
generally is not sight-threatening, but can induce permanent eyelid margin alternations, such
as eyelid scarring, loss of eyelashes and in-turning of eyelashes. We expect the blepharitis drug
market to continue to grow as driven by the large and increasing patient population, enhanced
availability of treatments and the development of novel drug formulations.

The number of blepharitis patients in China increased from 92.7 million in 2015 to 94.5
million in 2019, accounting for nearly 6.8% of the population in China. With the improvement
of health awareness and living conditions, the prevalence of blepharitis is slowly decreasing
and the total number of blepharitis patients in China is estimated to reach 95.9 million in 2024
at a CAGR of 0.3% from 2019. The following chart illustrates the prevalence of blepharitis in
China:

China Prevalence of Blepharitis, 2014-2030E

CAGR
2014-2019 0.4%
2019-2024E 0.3%
2024E-2030E 0.1%
Million

955 957 959 960 961 962 962 962 96

2014 2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan Analysis

- 159 -



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

INDUSTRY OVERVIEW

Treatment Paradigm and Unmet Medical Needs

Currently, there is no treatment solely indicated for blepharitis in China. Topical or
systemic administration of antibiotics and topical administration of anti-inflammation drugs
are common treatments for blepharitis. Topical cyclosporine and corticosteroid are helpful for
eyelid or ocular surface inflammation such as severe conjunctival infection. Several
corticosteroid eye drops have been approved by the NMPA for the treatment of steroid-
responsive inflammatory ocular conditions. Compared with drugs applied directly to the eyelid
margin, corticosteroid eye drops have the limitations of causing increased IOP as discussed
below in more detail. The following table illustrates the marketed topical corticosteroid drugs
for blepharitis in China:

Representative Product Earliest

Number of Other NMPA NRDL ]
Brand Iz c < y /2 clusi
N Manufacturer Manufacturers A!)V].)roml Inclusion (RMB)
ame Time

Price
Category Generic Name

Topical Corticosteroid Drugs

Dexamethasone Sodium JEM AL

. 12 1982 ( 4.7
Phosphate NA Baiyunshan v
Fluorometholone FML AT/ Allergan 2 1999 v 34
v
Monotherapy Drug Hydrocortisone NA LAY 9 1981 X 0.1
Wujing Medicine

Loteprednol Lotemax Baul‘jh [&{ﬁLﬁ)mb 0 2007 X 14.0

Prednisolone Pred Forte CHTEE/ Allergan 0 1999 X 5.8

Dexamethasone/Tobramycin Tobradex #fi 3 /Novartis 8 2001 v 24

Fixed-dose Fluorometholone/Gentamicin Infectoflam #fi ¥ /Novartis 1 1999 X 5.8

Combination Drug -

Loteprednol/Tobramycin Sai Le ML A/ 0 2012 X 20.4

Bausch & Lomb

Source: NMPA, Frost & Sullivan Analysis
Comparison between OT-503 and Competing Topical Corticosteroid Eye Drops

Eye drops interact with the tears in eyes and spread when eyelids are closed. The eye
often eliminates topically applied medications via tear elimination, limiting the penetration of
drugs into the ocular tissue. It is difficult to deliver an accurate dosage of eye drops and its
long-term use may induce side effects. To overcome the limitation of eye drops, novel
formulation drugs that use direct application to eyelid margin may decrease the dosage
exposure of eye surface and lower the risk of side effects, such as increased IOP. In addition,
another novel formulation is the nanocrystal suspension formulation, which can slow down the
drug release rate through improving drug saturation solubility, thus extending the duration of
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action, reducing the peak concentration and side effects. Nanocrystals also increase drug
bioavailability and change its administration routes. The following table is a comparison of
marketed topical corticosteroid eye drops for blepharitis and OT-503:

q ) Anti-Inflammatory Potency IOP incidence Average IOP
C d Daily Dosage Form Dy (Potency relative to rate increase
‘ompoun . Sag P ) 2 S
RISuEnSy Durationifctiony Hydrocortisone) (Major AE) (mean mmHg)
X Suspension Eye .
Loteprednol 2-6 times Drop Long acting N.A 1.7% 4.1
. Suspension Eye .
Fluorometholone 2-5 times Drop Long acting 131 0.13% 6.1
Eye D
Dexamethasone 3-6 times ye rop & Long acting 30 52% 82
Ointment
. . Suspension Eye . .
Prednisolone 2-4 times Drop Intermediate acting 4 6.7% 10.0
. . Suspension Eye .
Hydrocortisone 3-4 times D Short acting 1 N.A. 32
rop
Nanocrystal
OT-503 1-2 times suspension via Intermediate acting 1~10 None N.A

an eyelid applicator

Source: Frost & Sullivan literature review and analysis

RETINAL DISEASES

Retinal diseases cause damage to the retina, which contains the light-sensitive nerve cells
that convert light into signals. They are often characterized by leakage of fluid, hemorrhage
and fibrous scarring in the eye. Retinal diseases include wet AMD, DME, RVO and myopic
choroidal neovascularization, or mCNV. These diseases are major causes of visual impairment
and blindness worldwide. AMD is a degenerative retinal disease that causes progressive loss
of central vision. It is a leading cause of irreversible blindness in the elderly. Though wet AMD
patients only account for approximately 10% of AMD patients, wet AMD causes 80% to 90%
of vision loss among all AMD patients. DME is a complication of diabetes where a diabetic
patient loses part or all of the central vision. RVO occurs when the central retinal vein, the
blood vessel that drains the retina, or one of its branches becomes blocked. mCNV is a
complication of myopia that causes visual impairment. The retinal diseases drug market is
expected to continue to grow as driven by an expanding patient population, development of
innovative therapy and biosimilar drugs, which further contributes to the drugs’ increasing
affordability.
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Among the four types of retinal diseases, prevalence of wet AMD increases more rapidly
than the other three because of the aging population. The chart below sets forth the prevalence

of retinal diseases in China:

Prevalence of Major Retinal Diseases, 2015-2030E

CAGR
Period
RVO DME wetAMD mCNV  Total
2015-2019 0.5% 3.1% 3.4% 0.5% 1.9%
2019-2024E 0.4% 2.7% 2.8% 0.4% 1.7%
2024E-2030E 0.1% 24% 2.4% 0.1% 1.5%
Millions 505 208 211 214 217 220

19.5 19.8 20.1 0.7 0.7 0.7 0.7

171 175
0.7

2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

2015 2016 2017 2018
HRVO Il DME M wet AMD mCNV

Source: Frost & Sullivan literature review and analysis
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Treatment Paradigm and Unmet Medical Needs

Anti-VEGEF drugs are currently the first-line therapy for the treatment of wet AMD. Three
anti-VEGEF biologics have launched in China and all of them have been included in the NRDL.
Among these three anti-VEGF biologics, ranibizumab (Lucentis®) is the only anti-VEGF drug
that is approved for wet AMD, DME, RVO and mCNV:

NMPA Approval History of Anti-VEGF Biologics

¢ Ranibizumab (Lucentis®) is the only anti-VEGF biologic that is approved for wAMD/RVO/DME/mCNYV in China.

Lucentis®
NMPA approval for NMPA approval for DME
WwAMD NMPA approval for RVO and mCNV
2013.11 2017.05 2019.05
Langmu®
NMPA approval for NMPA approval for
WAMD mCNV NMPA approval for DME
2018.02 2018.05
Eylea®
NMPA approval for NMPA approval for
DME wAMD

Source: NMPA, Frost & Sullivan Analysis

The three major anti-VEGF drugs, ranibizumab (Lucentis®), Langmu® and aflibercept
(Eylea®), had a unit price of RMB9,725, RMB6,725 and RMBS5,850, respectively, when they
first entered the PRC market. As these three anti-VEGF drugs were included in the NRDL in
2019, their current unit prices decreased to RMB3,950, RMB4,160 and RMB4,100,
respectively.
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Comparison between OT-701 and Competing Anti-VEGF Drugs

As the PRC patents for aflibercept and ranibizumab will expire between 2020 and 2021,
many biosimilar drugs are under development, and are expected to launch within the next two
to three years. The launch of these biosimilar drugs are expected to cause general price drops
of anti-VEGF drugs and lead to an increase in market availability for anti-VEGF drugs. The
following table illustrates a comparison between OT-701 and clinical-stage anti-VEGF drugs
that are currently under development in China:

S e - S 5 ; Initial
111

wAMD

NMPA

2019/5/20

QL1207 Fusion Protein Qilu Pharma
DME I NMPA 2018/12/7
QL1205 Monoclonal Antibody Qilu Pharma wAMD it NMPA 2019/7/117
Faricimab Bispecifics Roche DME 1 NMPA 2019/7/26
Brolucizumab Monoclonal Antibody Novartis wAMlg}é) e, i NMPA 2019/7/29
TKO001 Monoclonal Antibody T-mab Biopharma wAMD I NMPA 2016/1/4
HB002.1M Fusion Protein Huabo Biopharma wAMD I NMPA 2018/1/2
TABO14 Monoclonal Antibody TOT Biopharma wAMD I NMPA 2018/3/21
JY028 Monoclonal Antibody Eastern Biotech wAMD 1 NMPA 2018/7/2
601A Monoclonal Antibody 38 Guojian WAMD, DME I NMPA 2018/8/13
Pharma
BAT5906 Monoclonal Antibody Bio-thera Pharma wAMD 1 NMPA 2018/10/26
SOLOT-Eye Monoclonal Antibody Stainwei Biotech wAMD I NMPA 2018/11/1
1BI302 Bispecifics Innovent Biologics wAMD 1 NMPA 2019/1/23
LY09004 Fusion Protein Luye Pharma wAMD I NMPA 2019/6/20
RC28-E Fusion Protein RemeGen Biotech wAMD 1 NMPA 2020/1/15
OT-701 Fusion Protein Ocumension wAMD Pre-clinical - N/A

Source: CDE, Frost & Sullivan Analysis

Note:

(1)  Refers to the date on which the information of the respective clinical trial is published for the first time.
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BACTERIAL CONJUNCTIVITIS

Bacterial conjunctivitis is a common type of conjunctivitis. It is caused by bacteria that
infect the eye through various sources of contamination. The incidence of bacterial
conjunctivitis in China is slowly decreasing because of improvement in hygiene conditions and
personal health awareness. The following chart illustrates the incidence of bacterial
conjunctivitis in China:

Incidence of Bacterial Conjunctivitis, 2015-2030E

Period CAGR
2015-2019 -0.7%
2019-2024E -0.9%
2024E-2030E -1.2%
Million

302 301 299 297 294 292 29.0

2015 2016 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E

Source: Frost & Sullivan literature review and analysis

Treatment Paradigm

There is no guideline or consensus for the treatment of bacterial conjunctivitis in China.
The core treatment for bacterial conjunctivitis involves topical broad-spectrum antibiotics.
Benefits of antibiotic treatment includes quicker recovery and decrease in transmissibility in
patients with different levels of severity. The choice of antibiotics usually depends on patients’
allergies, resistance patterns and local availability. The following table illustrates the marketed
drugs indicated for bacterial conjunctivitis in China:

Gen Representative Product Number of Other Earliest NMIPA NRDL pI:-l::]
N e e

Aminoglycoside
Neomycin Poly-Pred LT/ Allergan 12 1984 X 1.2
Tobramycin Tobrex i1 /Novartis 30 1999 v 1.0
Gentamycin Wei Lun [#f 1-ffir /Bausch & Lomb 16 1983 v 1.0
Fluoroquinolone
Moxifloxacin Vigamox Wi 3 /Novartis 0 2018 N 10.2
Gatifloxacin Zhuning Shﬁiﬁ*}fiﬁf‘; ?S‘L‘lll‘;‘cial 6 2005 y 3.1
Levofloxacin Cravit %K /Santen 18 2004 v 6.1
Ofloxacin Tarivid %K /Santen 48 1993 v 0.7
Pazufloxacin N.A Shapﬁf}%ﬂ?}f&iﬁtical 0 2011 X 10.9
Enoxacin N.A ﬁﬁﬁ?}ﬁi{] AY;LYI‘I"L‘: ' 9 1996 N 10
Ciprofloxacin BaMeiLuo  B7FAR4E/Singi Pharmaceutical 31 1993 v 0.9
Lomefloxacin Le Fen BT 4E S/ Wjing Medicine 21 1995 X 1.0
Norfloxacin N.A 5 4E2E / Wujing Medicine 30 1991 v 1.8
Chloramphenicol
Chloramphenicol Run Shu -+ fr/Bausch & Lomb 60 1981 y 0.8
Others (Sulfonamide, Tetracyclines, etc.)
Fusidic Acid Fucithalmic Amdipharm Limited 0 2011 X 1.1
Sulfamethoxazole Le Dun Kang 2 75T %/ Mentholatum 0 1998 X 1.7

Source: NMPA, Frost & Sullivan Analysis
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Among all three antibiotic categories commonly used for bacterial conjunctivitis,
fluoroquinolones are the most used category. Fluoroquinolones act by converting their targets,
gyrase and topoisomerase IV, into toxic enzymes that fragment the bacterial chromosome.
Fluoroquinolones are categorized into four generations according to their spectrum of
bactericidal activity. Compared to previous generations, the fourth-generation
fluoroquinolones offer considerable advantages, including a wider spectrum of activity, longer
duration of activity and a smaller likelihood to provoke antibiotic resistance. Moxifloxacin and
gatifloxacin are the two main fourth-generation fluoroquinolone antibiotics. Apart from
Vigamox by Novartis which has already been marketed in China, there are another 10

moxifloxacin eye drops that have submitted an abbreviated new drug application, or ANDA:

Company Submission Date

Shanghai Haohai Biological Technology Co., Ltd. 2019/1/28
Essex Bio-Technology Limited 2019/5/22

China Resources Zizhu Pharmaceutical Co., Ltd. 2019/5/29
Shijiazhuang Great Pharmaceutical Co. Ltd 2019/7/30
Singi Pharmaceutical 2019/11/22

Yangtze River Pharmaceutical Group 2019/12/11
Suzhou Industrial Park Tianlong Pharmacy Co., Ltd. 2019/12/31
Jiang Xi Kelun Pharmaceutical Co., Ltd. 2020/1/17
Huonland / Ocumension 2020/2/13

Qilu Pharmaceutical 2020/2/28

Source: CDE, Frost & Sullivan Analysis

SOURCE OF INFORMATION

In connection with the [REDACTED], we have commissioned Frost & Sullivan, an
Independent Third Party, to conduct a detailed analysis and to prepare an industry report on the
global and PRC ophthalmic drug markets. The Frost & Sullivan Report has been prepared by
Frost & Sullivan independent from our influence. We have agreed to pay Frost & Sullivan a
fee of RMB680,000 for the preparation of the Frost & Sullivan Report which we consider is
in line with the market rates. Except as otherwise noted, all data and forecasts in this section
are derived from the Frost & Sullivan Report. Our Directors confirm that, after taking
reasonable care, there is no adverse change in the market information since the date of the Frost
& Sullivan Report which may qualify, contradict or have an impact on the information
disclosed in this section.
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Frost & Sullivan prepared its report based on its in-house database, Independent Third
Party reports and publicly available data from reputable industry organizations. To prepare the
Frost & Sullivan Report, Frost & Sullivan also conducted analysis on projected figures based
on historical data, macroeconomic data and specific industry related drivers, and reviewed
annual reports of listed companies in the