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Chairman’s Statement

Dear Shareholders,

Thank you for your recognition of and support to Ocumension. 2022 was an extraordinary year for China as a
whole, during which the Company survived the ups and downs of the COVID-19 pandemic and faced a train of
ensuing challenges and opportunities. During such a special year, adhering to its philosophy of “Virtus et Lumen”,
Ocumension had made progress with perseverance and attained gratifying achievements.

Firstly, in respect of R&D, the NDA for the Company’'s Core Product, Youshiying® (f2j%4®) (OT-401), was approved
by the NMPA in June 2022 for the treatment of chronic NIU-PS and commercialization in the PRC, ahead of the
expected schedule. Youshiying® was subsequently launched officially in December 2022 and completed the first
patient injection, bringing opportunities for numerous patients suffering from chronic NIU-PS in China to receive
proper treatment, which in turn is also expected to boost the sales performance of the Company in 2023. The
approval of marketing of Youshiying®, the first drug approved in China fully based on real-world study data and
overseas clinical data, marked a milestone achievement in the history of drug registration in China and demonstrated
the Company’s R&D capabilities.

In 2022, the phase Il clinical trial of ZERVIATE® (OT-1001), a potent and highly selective histamine-1 receptor
antagonist with anti-allergic properties, has achieved its primary clinical endpoint and received positive results, which
will further support the NDA registration of the product in 2023. In June 2022, the Company received approval from
CDE for the phase Il clinical trial of ILUVIEN® (OT-703) for the treatment of DME, which increased the total number
of drug candidates in the stage of phase Ill clinical trial to six and gave the Company a significant lead over other
competitors. In addition, OT-202, a new drug for the treatment of dry eye, being one of the in-house developed
new chemical entity (NCE) ophthalmic drugs with whole new targets and the fastest clinical progress in China for
many years, has freed itself from mainstream international practice of preparations improvement in the R&D of
ophthalmic drugs, and thus has drawn extensive attention from the medical community. As of now, the Company
has successfully completed the phase | clinical trial of OT-202, and has initiated its phase Il clinical trial on a
researcher conference. The smooth progression of the project of OT-202 served as concrete proof of the Company’s
solid innovation and R&D capabilities. In the meantime, despite the impact of the COVID-19 pandemic, the R&D
of the other pipeline products of the Company has also been continuously advancing in 2022. The completion of
patients enrollment in China for the global phase Ill clinical trial of OT-101 (0.01% atropine sulfate eye drop), a self-
developed new drug to treat the progression of myopia, signified the achievement of the milestone event of OT-101,
which is expected to greatly accelerate the R&D and registration process of such drug candidate, enabling patients in
China suffering from myopia to have the opportunities to receive timely treatment. Looking forward to the future, a
growing number of new in-house developed products of the Company will enter clinical stage and registration stage.

Secondly, in regard to commercialization, the Company has established a comprehensive marketing and promotion
system in 2022, with the support of which the Company generated a sales revenue of RMB159.0 million, increasing
by 183.1% as compared to the sales revenue generated for 2021. Such achievement indicated that Ocumension has
met its aggregated sales goal of a revenue of over RMB100 million in the fourth year since its inception. Meanwhile,
the Company's sales efficiency has also further improved. Although the sales network was still in the process of
taking shape in 2022, the gross profit from sales has nearly covered the marketing and promotion expenses for the
Reporting Period, laying a solid foundation for the Company to record positive net profit in the next stage.

Benefitting from its powerful commercialization network in the field of ophthalmic drugs, Ocumension has been
selected as a partner by an increasing number of multinational companies in the field of ophthalmology. During the
Reporting Period, the Company obtained the promotion right of all the ophthalmic pipeline products of Viatris in the
hospitals nationwide in the PRC, further fortifying its leading position in the key fields such as glaucoma and anti-
allergy in the PRC, as well as increasing the number of commercialized pipeline products of the Company to 11.
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Chairman’s Statement

Last but not least, in terms of production, the Company’s Suzhou manufacture site started pilot-scale and process
validation batch production in May 2022. With the highly automated production lines, the production standard of
the Suzhou manufacture site was able to reach the world-class manufacturing level and thus to ensure the quality
and production efficiency of the products of the Company. The inauguration and start of operation of the Suzhou
manufacture site have not only firmly assured the Company’s further improvement in sales, cost reduction, stable
supply and enhanced profitability, but also demonstrated the manufacturing capabilities of the Company, lay a
solid foundation for potential opportunities for international cooperation on the production of drug products in the
future.

In 2022, against the backdrop of the COVID-19 pandemic, Ocumension adhered to its established strategy, growing
from a biopharma start-up to a biopharma scaling up. Looking forward to 2023, the Company will further advance
and accelerate the process for registration and commercialization of the drug candidates under R&D, introduce more
in-house developed products into clinical trial stage and maintain a wholesome product portfolio, so as to sustain its
leadership among the peers in terms of the product pipeline. Pivoting the launch of the Core Product, Youshiying®,
the Company's commercialization team will further widen the scope and deepen the level of its promotion in
academic aspect, and strive to maintain the Company’s exponential growth in sales. In addition, the Company
also aims to further improve its financial situation through implementing the plans of cost reduction and efficiency
optimization for the Suzhou manufacture site.

As a young biopharma, upholding the philosophy of “Virtus et Lumen”, Ocumension is marching into the fifth
year since its inception. Leveraging the ameliorative market trend and favorable business environment in 2023, the
Company will continue to grow at an exceptional pace as a pioneer, so as to repay the Shareholders’ trust in and
support to the Company.

Thank you!
Yours faithfully,

Dr. Lian Yong CHEN
Chairman and Non-executive Director
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Financial Summary

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out
below:

For the year ended December 31,

2022 2021 2020 2019 2018
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue 158,957 56,146 13,096 - -
Cost of sales (56,041) (19,211) (1,724) - -
Gross profit 102,916 36,935 11,372 180 -
Other income 35,654 27,589 19,271 3,877 25
Other expenses (128) (160) (1,753) - -
Other gains and losses 19,901 112,403 (1,789,480) (1,170,347) (159,977)
Impairment losses under expected credit

loss model, net of reversal (683) - - - -
Selling and marketing expenses (183,039) (127,647) (50,729) (2,479) -
R&D expenses (184,309) (169,055) (179,550) (99,464) (40,679)
Administrative expenses (190,748) (126,159) (232,811) (57,185) (8,769)
Listing expenses - - (41,127) - -
Share of results of an associate - (13,331) - - -
Finance costs (1,793) (567) (59) (63) (5)
Loss before tax (402,229) (259,992) (2,264,866) (1,325,481) (209,405)
Income tax expense (414) - - - -
Loss for the year attributable to:

—Owners of the Company (402,643) (259,992) (2,264,866) (1,312,311) (207,608)

—Non-controlling interests - - - (13,170) (1,797)

(402,643) (259,992)  (2,264,866) (1,325,481) (209,405)

Other comprehensive expense:
Item that will not be reclassified
to profit or loss
Fair value on investments in equity
instruments at fair value through
other comprehensive income (177,401) (305) - - -

Total comprehensive expense for the year
attributable to:
—Owners of the Company (580,044) (260,297) (2,264,866) (1,312,311) (207,608)
—Non-controlling interests - - - (13,170) (1,797)

(580,044) (260,297)  (2,264,866)  (1,325,481) (209,405)

Ocumension Therapeutics



Financial Summary

For the year ended December 31,

2022 2021 2020 2019 2018
RMB’000 RMB’'000 RMB’'000 RMB’'000 RMB’'000

Loss per Share

—Basic and diluted (RMB) (0.64) (0.43) (7) (32) (12)
Loss for the year (402,643) (259,992) (2,264,866) (1,325,481) (209,405)
Add:
Impairment loss on other asset 3,179 - - - -
Loss on changes in fair value of

financial liabilities at FVTPL - - 1,694,543 1,196,248 158,736
Gains related to transaction with EyePoint - (100,621) - - -
Gains related to transaction with Alimera - (14,534) - - -
Share-based payments 218,792 188,116 293,588 46,803 3,681
Non-IFRS measure:
Adjusted net loss for the yeart" (180,672) (187,031) (276,735) (82,430) (46,988)

Notes:

(1) The adjusted net loss for the year is defined as loss for the year adjusted by (a) adding back (i) impairment loss on other asset, (i) loss on
changes in fair value of financial liabilities at FVTPL, and (iii) share-based payments; and (b) deducting the one-time gain generated from the
respective transactions with EyePoint and Alimera.

2022
RMB’000

Non-current assets

Current assets

Non-current liabilities

Current liabilities

Net assets (liabilities)

Equity (deficits) attributable to the owners
of the Company

Non-controlling interests

Total equity (deficits)

1,588,514
1,455,160
47,382
247,653
2,748,639

2,748,639

2,748,639

As of December 31,

2021 2020 2019 2018
RMB’000 RMB’000 RMB'000 RMB’000
1,496,486 496,158 27,704 1,626
1,834,567 2,103,404 1,261,993 92,996
(7,026) (5,309) (3,318,750) (867,872)
(215,854) (91,925) (39,435) (4,054)
3,108,173 2,502,328 (2,068,488) (777,304)
3,108,173 2,502,328 (2,068,488) (821,096)
= = = 43,792
3,108,173 2,502,328 (2,068,488) (777,304)
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Management Discussion and Analysis

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, which
enjoys a clear first-mover advantage, will enable us to maintain our leadership position in the field of ophthalmology

in China.

As of the date of this annual report, we had 24 drug assets in our portfolio, and have established a comprehensive
ophthalmic drug pipeline covering all major front- and back-of-the-eye diseases, among which six drug candidates
have entered phase Ill clinical trial stage. The following table summarizes our product portfolio and the status of
each asset as of December 31, 2022:

Program Mechanism of Action

Indication

Commercial Rights BD Partners

Phase | /Il Phase Il NDA / BLA

Pre-IND

Fluocinolone intravitreal
_implant

M 0T-1004 (Emadine®) E

M 0T-401 (YUTIQ®)

Betaxolol hydrochloride

M OT-305 (Betoptic® S)

 O7-306 (Xalatan®)

Llatanoprost and timolol
maleate

Azelastine hydrochloride

B 07307 (Xalacom®)

B 57.1005 (Azep®)

M 07204 (B30 Sodium hyaluronate

Wor303° Brimonidine tartate.
M 0T-402 (Visudyne®) Verteporfm 777777777777777777777
1 OT-601 (FE89) Modfioracn

I OT-101 L
5 o " NO-donating prostaglandin
[l OT-301 (NCX 470°) analog

W OT-1001 (ZERVIATE®) Cetirizine hydrochloride

mor-702 Anti-VEGF

W oT-703 fluocmolone intravitreal
implant

[ 01-502 (DEXYCU®) Dexamethasone

Chronic NIU-PS'

Allergic conjunctivitis

Glaucoma and ocular

hypertension
Glaucoma and ocular
hypertension
Glaucoma and ocular
hypertension

Allergic conjunctivitis
Dry eye

Glaucoma and ocular
hypertension

Choroidal neovascularization

Bacterial conjunctivitis

Myopia
Glaucoma and ocular
hypertension

Allergic conjunctivitis
WAMD
DME

Postoperative inflammation

_ countries in Southeast Asia

Mainland China

Gl
 Greater China, Koreaand 12
_ countries in Southeast Asia

_ countries in Southeast Asia

Greater China, Korea and 11 . EYEPOINT

U, NOVARTIS

> NOVARTIS

Mainland China & ViaTRIS
MankndChina & viaTRIS
Mainland China & viaTRIS
Mainland China 88 L‘Eg‘;ﬁg
Mainland China ggrE=m

@® CHEPLAPHARM

nicox ©

a
countries in Southeast Asia
China's mainland

Greater China, Korea and 11
countries in Southeast Asia
Greater China, Korea and 11

ALIME

US approved (EyePoint)

Global

Global

US Approved (Alimera)

US Approved (Eyepoint) -

US Approved (Nicox)

W oT202 Tyrosine kinase inhil Dry eye Global
Fluticasone propi A A i p [ china 3 g
M 0T-503 (NCX 4251%) Blepharitis Greater China 5 =
( ) nanocrystals P nicox (@)
M o701 Anti-VEGF WAMD reater Chin J
o i G Greater China SEN U lngn Japan Approved (Senju and GTS)
ifl in- N §
[ oT-601-C Moo ee e ameliEsme Postoperative inflammation Global
_sodium phosphate . TEEEITE S TS 4

W ot-302 Acetazolamide Acute glaucoma Global

M OT-1301 Cyclosporine implant Cornea graft rejection Global

M OT-1601 Stem cells Ziﬂhgms Pigmentosaand dry  JFERRERCHR -SanBio

;. P ] \ 4

W OT-1602 Stem cells Optic neuritis Greater China !Saano
1. Non-infectious uveitis affecting the posterior segment of the eye
2. We acquired Ou Qin from Huonland and are entitled to al drug registration certificates and data related to Ou Qin. We have registered ourselves as the MAH of Ou Qin .
3 We are the exclusive sales agent of Brimonidine Tartrate Eye Drops in Mainland China. Huonland is the drug registrant and registered manufacturer of Brimonidine Tartrate Eye Drops. M In-licensed/acquired I Internally developed
4. Maynot require Phase | and Phase Il cinical trals prior to beginning Phase Il clinical trals
5. May not require Phase | clinical trials prior to beginning Phase Il cinical trials.
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Management Discussion and Analysis

BUSINESS REVIEW

Overall Financial Performance

During the Reporting Period, we achieved an operating revenue of RMB159.0 million, representing a year-on-year
increase of 183.4%, with a consolidated gross profit margin of approximately 64.7%. Our revenue in sales was
mainly generated from sales of Youshiying® ({84 °) (fluocinolone intravitreal implant), Ou Qin® (E4®) (sodium
hyaluronate eye drops), Emadine® (323 T ©) (emedastine eye drops) and brimonidine tartrate eye drop. For the year
ended December 31, 2022, we recorded R&D expenses of RMB184.3 million, representing an increase of 9.0%
as compared to the year ended December 31, 2021. Our adjusted net loss for the Reporting Period amounted to
RMB180.7 million (non-IFRS adjustment), decreasing by 3.4% as compared to the year ended December 31, 2021,
primarily attributable to the increase in revenue generated from sales of ophthalmic products, benefiting from the
smooth progression of our business operation in all segments and further improvement in our operating efficiency
and cost control.

Research and Development Performance

During the Reporting Period, despite the recurrence of COVID-19 in China, which posed challenges to the overall
progress of our R&D projects in clinical trials, we still managed to achieve a number of key milestones in R&D for our
pipeline products in clinical trials, demonstrating our potent clinical development capability. During the Reporting
Period and up to the date of this annual report, the NDA for our Core Product, OT-401 (fluocinolone intravitreal
implant, trade name: Youshiying® ({EjE4°®), was officially approved by the NMPA for commercialization in the
PRC based on real-world study data and overseas clinical data; Kangwenjuan® (FEX’E®) (OT-601, moxifloxacin
hydrochloride eye drops), the first self-developed product by us, obtained the product registration certificate in the
PRC; the phase Ill clinical trial of OT-1001 (ZERVIATE®, 0.24% cetirizine eye drops) has achieved its primary clinical
endpoint and received positive results; OT-101 (0.01% atropine sulfate eye drop) has completed the enrollment of
patients in China for the global phase Il randomized, double-blind, placebo-controlled, parallel-group, multi-center
clinical trial; the real-world study of OT-502 (dexamethasone implant) is progressing steadily; and the phase | clinical
trial of OT-202 (tyrosine kinase inhibitor), a class | new drug developed by us for the treatment of dry eye, has been
completed successfully. As one of the innovative pharmaceutical enterprises with the largest number of ophthalmic
drugs in phase llI clinical trials in China, we are committed to continually strengthening our competitive advantages
and unwaveringly devoting our efforts to the commercialization of product pipeline.

On June 21, 2022, we announced that the NDA for Youshiying® had been officially approved by the NMPA for
the treatment of chronic NIU-PS and commercialization in the PRC. Youshiying® is the first new drug approved for
marketing in our pipeline, the approval of which filled the gaps in the treatment of uveitis in China and satisfied
the tremendous underserved clinical demands in such therapeutic area. The research data showed that in the real-
world study diagnostic environment, Youshiying® could significantly reduce the recurrence rate and disease burden
for patients with chronic NIU-PS while improving visual acuity. The safety profile of Youshiying® is also favorable.
The patients implanted with Youshiying® experienced a significant decrease in systemic medication use and in local
application of hormone to eyes as well as an evident macular edema alleviation. The safety profile was proven
throughout the follow-up sessions without any unexpected serious adverse events.
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Management Discussion and Analysis

Research and Development Progress of Our Key Drug Candidates
OT-101 (0.01% atropine sulfate eye drop)

On February 1, 2023, OT-101 (0.01% atropine sulfate eye drops), a self-developed new drug to treat the progression
of myopia in children, has completed the enroliment of 170 patients in China for the global phase Ill randomized,
double-blind, placebo-controlled, parallel-group, multi-center clinical trial.

We expect to complete the enrollment of all patients globally in the first half of 2023.

OT-1001 (ZERVIATE?, 0.24% cetirizine eye drop)

During the Reporting Period, the phase Il clinical trial of OT-1001 (0.24% cetirizine hydrochloride eye drop), a
potent and highly selective histamine-1 receptor antagonist with anti-allergic properties, has achieved its primary
clinical endpoint and received positive results. The phase IlI clinical trial of OT-1001 was designed as a randomized,
observer-masked, positive control, multi-center parallel clinical trial to evaluate the safety and efficacy of the
cetirizine hydrochloride ophthalmic solution of 0.24% concentration for Chinese patients with allergic conjunctivitis.
A total of 296 patients were randomized across multiple clinical sites in China. OT-1001 was found to achieve the
primary efficacy endpoint of change from baseline in the itching score in the 24 hours prior to the Day 14 visit. OT-
1001 was safe and well-tolerated with no difference in the proportion of patients with adverse events compared to
0.05% emedastine difumarate ophthalmic solution.

We expect to submit the NDA for OT-1001 to the CDE in 2023.

OT-702 (aflibercept biosimilar)

During the Reporting Period, we focused on the launch of phase Il clinical trial centers of OT-702, a recombinant
human vascular endothelial growth factor receptor antibody fusion protein ophthalmic injection, and further drove
the process for the recruitment of patients for the clinical trial. We have completed the enrollment of all patients for
the phase Il clinical trial of OT-702 in China in March 2023.

Ocumension Therapeutics
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OT-502 (dexamethasone implant)

During the Reporting Period, the first patient enrollment for OT-502 (dexamethasone implant), a new drug for
the treatment of postoperative inflammation indication, was completed in the Fourth Affiliated Hospital of China
Medical University (FEIERI XBHIBEFLEMERL). 0T-502 was also approved by the Hainan Medical Products
Administration for pilot sales at Boao Super Hospital in response to urgent medical needs. Meanwhile, OT-502 has
also been approved by CDE to carry out its real-world study in Boao Lecheng Pilot Zone and the study has been
progressing steadily.

OT-202 (tyrosine kinase inhibitor)

In February 2023, the phase | clinical trial of OT-202 (tyrosine kinase inhibitor), a class | new drug developed by us
for the treatment of dry eye, has been completed successfully. The phase | clinical trial of OT-202 was designed as a
randomized, double-blind, placebo-controlled clinical trial on the safety, tolerability and pharmacokinetic properties
for its single/multiple administration on healthy adult subjects in China. OT-202 demonstrated good safety and
tolerability profile in healthy adult subjects in phase | clinical trial. The study of phase Il clinical trial of OT-202 has
achieved interim progress, as the study of phase Il clinical trial of OT-202 was successfully launched on a researcher
conference on February 23, 2023.

We expect to continue to further advance the phase Il clinical trial in 2023.

OT-703 (ILUVIEN?®, fluocinolone acetate intravitreal implant)

On September 22, 2022, OT-703 (0.19mg fluocinolone intravitreal implant), an injectable, non-biodegradable
fluocinolone acetate intravitreal implant for the treatment of DME, completed the first authorized patient injection
in the International Eye Center of Hainan Boao Super Hospital (/371828 4% 58 T BIRR AR AR YL AR BLF L), Professor
Quanyong Yl (52 8) from Ningbo Eye Hospital of Eye Hospitals Group, Wenzhou Medical University (& 285} K £
ARG e B PR £ B % % T AR BL 28BR) injected OT-703 into a patient in person.

WE MAY NOT BE ABLE TO ULTIMATELY DEVELOP AND/OR MARKET OUR CORE PRODUCT AND/OR DRUG
CANDIDATES SUCCESSFULLY.
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Commercialization Performance

During the Reporting Period, despite that the regional and nationwide recurrence of COVID-19 has affected
hospital visits and ophthalmic treatment, we still demonstrated strong resilience as the pandemic situation gradually
improved. Our commercialized products achieved operating revenue of RMB159.0 million, representing an increase
of 183.1% as compared to the year ended December 31, 2021. We continued to accelerate the penetration of our
drugs in hospitals in the PRC ophthalmology market, achieving a coverage of 8,171 hospitals nationwide, 1,384
of which are Grade Il hospitals. With a commercialization team of 191 employees, we have achieved a nationwide
business network coverage.

In March 2022, we announced that we had entered into a series of cooperation arrangements with Viatris, a world-
renowned pharmaceutical corporation, pursuant to which we became the exclusive promoter to promote and market
in hospitals nationwide in the PRC two ophthalmic drugs of Viatris, Xalatan® ({@#]3%®) (latanoprost eye drops) and
Xalacom® (GEFH0®) (latanoprost timolol eye drops), and reciprocally, Viatris China became the exclusive distributor
to distribute, promote and market our product Ou Qin® (sodium hyaluronate eye drops) in the out-of-hospital
distribution and retail drug markets in the PRC. Xalatan is commonly used for the treatment of glaucoma and ocular
hypertension. We believed that the cooperation enabled us to capture certain synergetic effects brought along in
terms of business development in the PRC. Particularly, we obtained the promotion rights of current first-line drug
for glaucoma and IOP lowering treatment in hospitals nationwide in the PRC, and thus to expand our pipeline and
thereby enhancing our overall sales performance and improving our sales coverage in public hospitals in the PRC,
especially Grade Il hospitals.

Prior to its official market launch, we introduced an early bird program for Youshiying®, which generated an
enthusiastic market response. During the Reporting Period, over 200 discount vouchers have been sold to participants
under the early bird program. In December 2022, Youshiying® was prescribed for the first time in China at Sichuan
Provincial People’s Hospital (P0)I1%4 AREPT) for a patient with binocular VKH (Vogt-Koyanagi-Harada syndrome),
and the first injection was subsequently completed.

Manufacturing Performance

During the Reporting Period, we maintained our focus on pilot scale production and validation batch production
for our products, such as Emadine® (323%7 @), at our Suzhou manufacture site, as well as continuing to conduct
production for products that were transferred from other manufacture sites, such as Ou Qin®.

Impact of COVID-19

During the Reporting Period, despite the fact that our R&D, drug registration, sales and operations were affected by
the regional and nationwide recurrence of COVID-19 and the temporary surge of infection at the end of 2022 due to
the lifting and relaxing of restrictive measures to control the spread of COVID-19, we have endeavored to minimize
the impact of the pandemic on our daily operation by closely monitoring the pandemic situation and the government
policies, making appropriate work arrangements for our employees and taking preventive measures in accordance
with local conditions. Although the future impact of COVID-19 on China and the world remains uncertain, with our
existing emergency response policy and the relaxation of government controls, we expect the impact of COVID-19
our operation will gradually decrease.

Ocumension Therapeutics
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FUTURE DEVELOPMENT AND OUTLOOK

The year 2022 was an extremely challenging year due to the regional and nationwide recurrence of COVID-19 on
our business operation. During the Reporting Period, the Company has faced enormous pressure in respect of clinical
trials, manufacture and production and sales of products. However, with our tenacious spirit and company-wide
solidarity, we have overcome numerous difficulties and achieved good performance, bringing Ocumension to a whole
new level.

In 2023, with the end of strict COVID-19 control measures in the PRC, our Company is expected to accelerate its
development and expand its business comprehensively. In terms of R&D, we anticipate at least two new products
of our Company to enter the registration stage in 2023, keeping our pace of continuous launch of new products.
In terms of manufacture and production, our Suzhou manufacture site is expected to achieve commercialized
mass production to ensure the stability of supply and the quality of products. In terms of the commercialization of
Youshiying®, our Core Product, as well as our first product having achieved commercialization and our first product
for the treatment of ocular fundus diseases, our commercialization team will spare no efforts in the marketing
and promotion of Youshiying® to ensure its successful launch, and thereby benefiting a larger number of patients.
In addition, our commercialization team will also enhance its promotion efforts in marketing and promotion of
our other drug products, including Xalatan® (EF|#®), Xalacom® (EF|HN®), Betoptic® S (H#5EF®), Emadine® (&
ET® and AZEP® (EZEY®) (azelastine hydrochloride eye drops), through which we will further establish and
consolidate our leadership position in the fields of the treatment of uveitis, anti-allergy and glaucoma, and maintain
the exponential growth of our sales revenue. In terms of corporate governance, as the team stability and cohesion
were finally achieved, we will, upholding the philosophy of “Virtus et Lumen”, be committed to building a unique
corporate culture catering to Ocumension to safeguard our sustainable development and growth in the next stage in
2023.

Over the past four years, despite experiencing three tough years of COVID-19 pandemic, our Company has never
ceased to improve itself and grow with times. With all-round support from our customers, business partners and
Shareholders, we have rapidly developed into one of the most influential companies in the industry. The year of
2023 is the fifth year since the establishment of Ocumension and also a year full of hope and expectation. We will
strive to work hard under the established strategy to achieve better results and scale new heights.
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Management Discussion and Analysis

FINANCIAL REVIEW

Overview

We recorded adjusted net loss of RMB180.7 million (non-IFRS adjustment) for the year ended December 31, 2022,
representing a decrease of RMB6.3 million from RMB187.0 million for the year ended December 31, 2021, primarily
attributable to an increase in gross profit resulting from the increase in revenue generated from sales of ophthalmic

products and pharmaceutical products promotion services.

The adjusted net loss for the Reporting Period is defined as loss for the year adjusted by adding back (i) impairment
loss of other asset, which was RMB3.2 million for the year of 2022 (2021: nil); and (ii) share-based payments of

RMB218.8 million (2021: RMB188.1 million).

For the Year Ended December 31, 2022 Compared to the Year Ended December 31, 2021

For the year ended December 31,

2022 2021

RMB’000 RMB’000
Revenue 158,957 56,146
Cost of sales (56,041) (19,211)
Gross profit 102,916 36,935
Other income 35,654 27,589
Other expenses (128) (160)
Other gains and losses 19,901 112,403
Impairment losses under expected credit loss model, net of reversal (683) -
Selling and marketing expenses (183,039) (127,647)
R&D expenses (184,309) (169,055)
Administrative expenses (190,748) (126,159)
Share of results of an associate - (13,331)
Finance costs (1,793) (567)
Loss before tax (402,229) (259,992)
Income tax expense (414) -
Loss for the year (402,643) (259,992)
Non-IFRS measure:
Adjusted net loss for the year (180,672) (187,031)

14 Ocumension Therapeutics



Management Discussion and Analysis

Revenue

The revenue of our Group increased from RMB56.1 million for the year ended December 31, 2021 to RMB159.0
million for the year ended December 31, 2022. The increase was mainly attributed to (i) a significant increase in the
revenue generated from the sales of our Core Product, Youshiying®, after its commercialization; (ii) an increase in
the revenue generated from sales of our other ophthalmic products, including Ou Qin®, Emadine® and brimonidine
tartrate eye drop, primarily resulting from the smooth progression in marketing and promotion of these products
in hospitals; (iii) an increase in the revenue generated from the pharmaceutical products promotion services, in
particular, the increase in revenue generated from the promotion services provided by the Group to Viatris in
relation to Xalatan® and Xalacom®; and (iv) an increase in the sales-based royalty income in relation to Emadine® and
Betoptic® S.

The following table sets forth the components of our revenue for the years indicated:

For the year ended December 31,

2022 2021
RMB’000 RMB’000

Sales of ophthalmic products 108,833 43,627
Pharmaceutical products promotion services 22,655 1,324
Sales-based royalty income 27,469 11,195
Total Revenue 158,957 56,146

Our revenue generated from sales of ophthalmic pharmaceutical products increased by 149.5% to RMB108.8 million
for the Reporting Period. Our revenue generated from sales-based royalty income is mainly in relation to the licensing
of ophthalmic pharmaceutical products to a third party, which reached RMB27.5 million for the Reporting Period.

Cost of Sales

Our cost of sales consists of the purchase price of goods and amortization of license rights. The cost of sales of
our Group increased from RMB19.2 million for the year ended December 31, 2021 to RMB56.0 million for the year
ended December 31, 2022. The increase was mainly due to the increased cost in relation to our sales of ophthalmic
products and amortization of license rights, which was generally in line with the growth of our revenue.

Gross Profit

The gross profit of our Group increased by 178.6% from RMB36.9 million for the year ended December 31, 2021 to
RMB102.9 million for the year ended December 31, 2022. The increase in the gross profit was generally in line with
the growth of our revenue.

Other Income

Our other income consists of bank interest income arising from our bank deposit and government grant income
primarily. Other income of our Group increased from RMB27.6 million for the year ended December 31, 2021
to approximately RMB35.7 million for the year ended December 31, 2022. The increase was primarily due to the
increase in the government grant income and the bank interest income.
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Other Gains and Losses

For the year ended December 31, 2022, our other gains and losses primarily consist of (i) the net foreign exchange
gains of RMB22.4 million, as compared to the net foreign exchange losses of RMB13.4 million for the year ended
December 31, 2021, which is primarily due to the effective implementation of our foreign currency risk management
measures during the Reporting Period; (ii) the gain of RMB1.3 million from changes in fair value of other financial
assets, as compared to the gain of RMB10.6 million from changes in fair value of other financial assets for the year
ended December 31, 2021, which was primarily due to the adjustment of the allocation of our cash to term deposits
other than other financial assets; and (iii) the impairment loss of other asset of RMB3.2 million.

Selling and Marketing Expenses

Our selling and marketing expenses mainly consist of (i) salary and benefits expenses for our commercialization team;
(i) share-based payments for our commercialization team; and (iii) marketing and promotion expenses. For the year
ended December 31, 2022, our selling and marketing expenses were RMB183.0 million, representing an increase of
RMB55.4 million from RMB127.6 million for the year ended December 31, 2021, primarily due to (i) the expansion
of our commercialization team; (ii) the increase in share-based payments as we further granted options and awards
to our staff in commercialization team during the Reporting Period; and (iii) the increasing marketing and promotion
activities for our products.

The following table sets forth the components of our selling and marketing expenses for the years indicated:

For the year ended December 31,

2022 2021
RMB’000 RMB’000

Salaries and benefits 77,292 62,262
Share-based payments 66,307 43,128
Marketing and promotion 24,728 13,377
Others 14,712 8,880
Total selling and marketing expenses 183,039 127,647

Ocumension Therapeutics



Management Discussion and Analysis

R&D Expenses

During the Reporting Period, we recorded R&D expenses of RMB184.3 million, representing an increase of 9.0%
from RMB169.1 million for the year ended December 31, 2021, which was primarily due to the increase in staff
costs.

The following table sets forth the components of our R&D expenses for the years indicated:

For the year ended December 31,

2022 2021
RMB’000 RMB’000

Third-party contracting costs 52,328 54,458
Staff costs 118,238 104,999
Depreciation and amortization 3,534 1,999
Others 10,209 7,599
Total R&D expenses 184,309 169,055

Administrative Expenses

Our administrative expenses primarily consist of (i) salaries and other expenses such as benefits, travel and share-
based payments; (ii) professional service fee; and (iii) depreciation and amortization of the property for the purpose
of administrative use and right-of-use assets.

For the year ended December 31, 2022, we recorded administrative expenses of RMB190.7 million, representing
an increase from RMB126.2 million for the year ended December 31, 2021, which is primarily attributable to (i)
an increase in staff costs, in particular, an increase in share-based payments as we further granted options and
awards to our administrative staff during the Reporting Period; (ii) an increase in operational costs incurred for the
trial production at our Suzhou manufacture site; and (iii) an increase in the depreciation of the property for the
purpose of administrative use at our Suzhou manufacture site and the depreciation of right-of-use assets during the
Reporting Period.
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Management Discussion and Analysis

Income Tax Expenses

Our income tax expense for the year ended December 31, 2022 was RMBO0.4 million (2021: nil), which mainly
represented the withholding tax relating to the sublicense income generated from Taiwan market.

Loss for the Year

As a result of the above factors, for the year ended December 31, 2022, our loss was RMB402.6 million, representing
an increase of RMB142.6 million from RMB260.0 million for year ended December 31, 2021, mainly due to (i) no
one-time gain was generated from transaction with third parties during the Reporting Period, as compared to a one-
time gain of RMB100.6 million and RMB14.5 million generated from the respective transactions with EyePoint and
Alimera for the year ended December 31, 2021; and (ii) an increase in share-based payments of RMB30.7 million
as we have further granted options, awards and RSUs under the share incentive schemes to our employees and
consultant during the Reporting Period.

Non-IFRS Measure

To supplement our consolidated financial statements which are presented in accordance with IFRS, we also use
adjusted net loss for the year, a non-IFRS measure to present our operating performance.

Adjusted net loss for the year, as an additional financial measure, is not required by, or presented in accordance
with, IFRS. We believe that such non-IFRS measure facilitates comparisons of our operating performance from year to
year by eliminating impacts of non-cash items that our management considers to be not indicative of our operating
performance, and provides useful information to Shareholders and investors to evaluate our operating results in
the same manner of our management does. However, our presentation of the adjusted net loss for the year may
not be comparable to similarly titled measures presented by other companies. The use of such non-IFRS measure
has limitations as an analytical tool, and you should not consider it in isolation, or as substitute for analysis of, our
results of operations or financial position as reported under IFRS. We define adjusted net loss for the year as loss
for the year adjusted by (a) adding back (i) impairment loss on other asset, and (ii) share-based payments; and (b)
deducting the one-time gain generated from the respective transactions with EyePoint and Alimera. The following
table reconciles our non-IFRS adjusted net loss for the year with our loss for the year, which is the most directly
comparable financial measure calculated with IFRS financial results:

For the year ended December 31,

2022 2021
RMB’000 RMB’000

Loss for the year (402,643) (259,992)
Add:

Impairment loss on other asset 3,179 -
Gains related to transaction with EyePoint - (100,621)
Gains related to transaction with Alimera - (14,534)
Share-based payments 218,792 188,116
Non-IFRS adjusted net loss for the year (180,672) (187,031)
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Selected Data from Consolidated Statement of Financial Position

As of December 31,

2022 2021

RMB’000 RMB’'000

Total current assets 1,455,160 1,834,567
Total non-current assets 1,588,514 1,496,486
Total assets 3,043,674 3,331,053
Total current liabilities 247,653 215,854
Total non-current liabilities 47,382 7,026
Total liabilities 295,035 222,880
Net assets 2,748,639 3,108,173

Trade Receivables

We allow an average credit period of 30 to 90 days to its trade customers.

A majority of the trade receivables aged less than 90 days.

The increase in our trade receivables as of December 31, 2022 is generally in line with the growth of our revenue.

Trade Payables

A majority of the trade payables aged less than one year.

Working Capital and Source of Capital

Our primary uses of cash related to (i) R&D expenses in relation to the clinical trials for our drugs and/or drug
candidates; (ii) expenses and costs for our daily operation and commercial promotion activities; and (iii) final
payments in relation to the construction project and production equipment at our Suzhou manufacture site, as well
as operational costs and fees incurred for the on-site trial production. We primarily funded our working capital
needs through equity financing and also cash generated from (i) the sales of Ou Qin®, Emadine® and brimonidine
tartrate eye drop; (ii) the pharmaceutical products promotion services in relation to Xalatan and Xalacom; and (iii)
the sales-based royalty income in relation to Emadine® and Betoptic® S. 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.
As of December 31, 2022, our cash and cash equivalents amounted to RMB1,170.0 million (December 31, 2021:
RMB1,125.2 million). Currently, we follow a set of funding and treasury policies to manage our capital resources and

mitigate potential risks involved.

Borrowings

As of December 31, 2022, we did not have any borrowings (December 31, 2021: nil).
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Management Discussion and Analysis

Capital Commitment

As of December 31, 2022, we have capital commitment of RMB49.0 million for the contracts in relation to the
acquisition of property, plant and equipment (December 31, 2021: RMB27.9 million).

Contingent Liabilities

As of December 31, 2022, we did not have any contingent liabilities, guarantees or any litigation against it
(December 31, 2021: nil).

Pledge of Assets

As of December 31, 2022, we pledged RMB26.0 million deposits to a bank to secure the letter of credit granted to
our Group (December 31, 2021: RMB20.0 million).

Gearing Ratio

Gearing ratio is calculated using interest-bearing borrowings less cash and cash equivalents and term deposits with
initial term of over three months, divided by total equity and multiplied by 100%. As of December 31, 2022, we
were in a net cash position and thus, gearing ratio is not applicable.

Material Investments, Acquisitions and Disposals

We did not have any material investments or acquisitions and disposals of subsidiaries, associates and joint ventures
during the year ended December 31, 2022.

Future Plans for Material Investments or Capital Assets

As of the date of this annual report, we planned to continue to invest in the construction of our Suzhou manufacture
site to enhance the manufacturing capacity to satisfy our long-term development strategies.

Saved as disclosed above, we did not have any concrete future plans for material capital expenditure, investments
or capital assets as of the date of this annual report. We will make further announcements in accordance with the
Listing Rules, where applicable, if any investments and acquisition opportunities materialize.

Foreign Exchange

Foreign currency risk refers to the risk of loss resulting from changes in foreign currency exchange rates. Certain of
our bank balances and cash, trade and other receivables and trade and other payables are denominated in foreign
currencies, and are exposed to foreign currency risk. Our Group currently implements foreign currency hedging
measures under our funding and treasury policies. In addition, we will continue to manage the foreign exchange
risk by closely monitoring our foreign exchange exposure and will consider implementing more detailed measures as
needed to hedge significant foreign currency exposure thus to prevent significant net foreign exchange losses in the
future.
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Employees and Remuneration

As of December 31, 2022, we had a total of 398 employees (December 31, 2021: 244). For the year ended
December 31, 2022, the total remuneration cost incurred, including the share-based payments, was RMB382.1
million (2021: RMB298.4 million). The following table sets forth a breakdown of our employees by function as of
December 31, 2022:

Percentage of

Function Number total employees
Commercial 191 48.0%
R&D 60 15.1%
Manufacturing 118 29.6%
Management and administrative 29 7.3%
Total 398 100%

We provide formal and comprehensive company-level and department-level training to our new employees, followed
by on-the-job training. We also provide training and development programs to our employees from time to time to
ensure their awareness and compliance with our various policies and procedures. Some of the training is conducted
jointly by departments serving different functions but working with or supporting each other in our day-to-day
operations.

The remuneration of the employees of our Group comprises salaries, bonuses, employees’ provident fund,
share-based payments, social security contributions and other welfare payments which is determined by their
responsibilities, qualifications, positions and seniority. The Group regularly reviews and determines the remuneration
and compensation package of the employees by reference to, among other things, their performance, qualifications,
respective responsibilities and market levels of salaries paid by comparable companies. In accordance with applicable
laws and regulations, we made contributions to social security insurance funds (including pension plans, medical
insurance, work-related injury insurance, unemployment insurance and maternity insurance) and housing funds for
our employees.

We have also adopted the ESOP, the RSU Scheme, the 2021 Share Option Scheme and the 2021 Share Award

Scheme to provide incentives for our employees. For further details, please see “Report of Directors — Share
Schemes” on pages 54 to 66 of this annual report.
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Profiles of Directors and Senior Management

DIRECTORS

Executive Directors

Mr. Ye LIU, aged 51, joined our Group as CEO on August 1, 2018. He has been our executive Director
since November 23, 2018. Mr. Liu is responsible for overall strategic planning, business direction and daily
management of the Company.

Mr. Liu has over 22 years of experience in the pharmaceutical industry. Prior to joining our Group, he served
as the chairman and general manager in Santen Pharmaceutical (China) Co., Ltd. (2K&%E (FRE) AREA
A]) from October 2014 to July 2018. From February 2009 to September 2014, Mr. Liu served as the head of
pharmaceutical affair division and later became the general manager of Eisai (China) Inc. (&i#f (FE) B AR
A 7]), responsible for the management of pharmaceutical affairs and development, and the overall corporate
operation, respectively. Mr. Liu has been serving as a director of EyePoint since January 2021.

Mr. Liu obtained his Master of Science in pharmacology from Dalhousie University in Canada in August 2003.
He graduated with a Bachelor of Science in pharmaceutical chemistry from Shanghai Medical University (_£)5 &
I AKZ) in Shanghai, China in July 1993.

Dr. Zhaopeng HU, aged 50, joined our Group in September 3, 2018 as the vice president of registration
affairs. He has been our executive Director since April 24, 2020, and our chief development officer since June
1, 2020. Dr. Hu is primarily responsible for participating in strategic planning and management of CMC and
registration affairs.

Dr. Hu has around 22 years of experience in pharmaceutical industry. From July 2006 to August 2018, he
held positions including plant technique and registration group manager, registration and pharmaceutical
department director, clinical development department director and internal audit department director in Santen
Pharmaceutical (China) Co., Ltd., mainly responsible for clinical development compliance and other drug-related
regulations and compliance.

Dr. Hu obtained his doctorate degree in pharmacokinetics in March 2002 and his master's degree in
pharmaceutics in March 1999 from Kyoto Pharmaceutical University in Japan. He obtained his bachelor’s degree
in pharmacy in Shenyang Pharmaceutical University (&5 2RI A2) in China in July 1996.
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Non-executive Directors

Dr. Lian Yong CHEN, aged 60, has been the Chairman of the Board and a Director since May 23, 2018. He
was appointed as a non-executive Director on May 23, 2018, re-designated as an executive Director on April
28, 2020 and re-designated as a non-executive Director on July 20, 2021.

Dr. Chen has over 26 years of experience in the life sciences industry. He is currently the founding managing
partner and CEO of 6 Dimensions Capital. He has been the founder and managing partner at Frontline
BioVentures since 2012.

Dr. Chen has been a director of 111, Inc. (1115[#), a company whose shares are listed on NASDAQ (ticker
symbol: YI), since May 2019. From January 2015 to March 16, 2022, he served as a non-executive director of
Hua Medicine (ZEBE %), a company whose shares are listed on the Stock Exchange (stock code: 2552). From
October 29, 2018 to July 9, 2021, he served as a non-executive director at CStone Pharmaceuticals (A %),
a company whose shares are listed on the Stock Exchange (stock code: 2616). From December 2014 to May
24, 2021, he served as a director of Shanghai Hile Bio-Technology Co. Ltd. (/& /&F| & WEAMA D AR A R),
a company whose shares are listed on the Shanghai Stock Exchange (stock code: 603718). From May 2008 to
March 2014, Dr. Chen served as a partner at FIL Capital Management (Hong Kong) Limited in Asia.

Dr. Chen conducted postdoctoral research in chemistry at the Massachusetts Institute of Technology in the
United States from August 1991 to December 1992 after obtaining his Ph.D. in chemistry (with top honor)
from the University of Louvain, located in Louvain-la-Neuve, Belgium, in June 1991. He graduated from Peking
University (1t 2K 2) majoring in chemistry in Beijing, China in July 1984.

Dr. Wei LI, aged 51, has been a Director since April 13, 2018. He was appointed as a non-executive Director
on April 13, 2018, re-designated as an executive Director on April 28, 2020 and re-designated as a non-
executive Director on July 20, 2021.

Dr. Li has over 22 years of experience in the biotech industry. He is a founding partner of Creacion Ventures L.P.
He has served as the managing partner of 6 Dimensions Capital since October 2017 and is a founding partner
and the managing partner at WuXi Healthcare Ventures since July 2015. He has also been a non-executive
director of CStone Pharmaceuticals (4 23£), a company whose shares are listed on the Stock Exchange (stock
code: 2616) since October 2018.

Dr. Li received a Ph.D. in chemistry from Harvard University in the United States in November 1998, and
an MBA from the J. L. Kellogg School of Management at Northwestern University in the United States in
June 2003. He graduated with a Bachelor of Science in chemical physics from the University of Science and
Technology of China (R BRI 47 KE) in Anhui, China in July 1993.
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Mr. Yanling CAO, aged 39, has been a non-executive Director since June 18, 2019.

Mr. Cao has over 13 years of experience in private equity investment and management. He served as an
investment professional of General Atlantic LLC, a company primarily engaged in private equity and venture
capital investment, and was responsible for private equity and venture capital investment from December 2007
to January 2011. He is one of the founding members of Boyu Capital Group Management Ltd. since March
2011 and is currently serving as a partner, mainly responsible for investments in the healthcare industry. Mr.
Cao served as a director of CStone Pharmaceuticals (FEA%£%), a company whose shares are listed on the
Stock Exchange (stock code: 2616), from April 2016 to March 2017 and a non-executive director from May
2019 to January 2023. From October 2016 to March 2021, Mr. Cao served as a non-executive director of
Hygeia Healthcare Holdings Co., Limited (8% EEIERARAT]), a company whose shares are listed on
the Stock Exchange (stock code: 6078). From April 2019 to March 2021, he served as a director of Gan & Lee
Pharmaceuticals Co., Ltd., a company whose shares are listed on the Shanghai Stock Exchange (stock code:
603087). He served as a non-executive director of Antengene Corporation Limited (fBIHEEZHFRRAF]), a
company whose shares are listed on the Stock Exchange (stock code: 6996) from February 2019 to December
2021. From May 2020 to December 2021, he also served as an independent non-executive director of JW
(Cayman) Therapeutics Co. Ltd (EZRHE (F2) AR /A7), a company whose shares are listed on the Stock
Exchange (stock code: 2126). He has been a non-executive director of Wuxi Biologics (Cayman) Inc. (23 4%
FATER A 7]), a company whose shares are listed on the Stock Exchange (stock code: 2269), since May 2016,
and a non-executive director of Viela Bio, Inc., a company whose shares were listed on NASDAQ (ticker symbol:
VIE) until March 2021, since February 2018.

Mr. Cao obtained a bachelor’'s degree in economics and mathematics from Middlebury College in the United
States in May 2006.

Ms. Yumeng WANG, aged 32, has been a non-executive Director since March 19, 2021.

Ms. Wang serves as a vice president at General Atlantic Service Company, L.P., where she is primarily
responsible for investments in healthcare and life sciences sectors. Prior to joining General Atlantic Service
Company, L.P., Ms. Wang served as an equity research analyst at The Hongkong and Shanghai Banking
Corporation Limited mainly focus on the healthcare sector.

Ms. Wang received her bachelor’'s degree in business administration from The Hong Kong University of Science
and Technology in June 2013.
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Independent Non-executive Directors

Mr. Ting Yuk Anthony WU, aged 68, has been an independent non-executive Director of the Company since
June 23, 2020.

Mr. Wu is a leader in the healthcare industry and has extensive management experience in medical system.
He is the longest-serving chairman of the Hospital Authority. He had led the team of the Hospital Authority
to manage all public hospitals and public clinics in Hong Kong and implement the public health policy of the
Hong Kong Government. Mr. Wu had also actively promoted a number of public and private medical co-
operation projects during his tenure. Mr. Wu is currently an advisor to the Public Policy Advisory Committee of
the National Health Commission, the principal advisor for international cooperation to the State Administration
of Traditional Chinese Medicine of the PRC and a member of the Chinese Medicine Reform and Development
Advisory Committee. Mr. Wu was a member of the State Council’s Medical Reform Leadership Advisory
Committee.

Mr. Wu was a member of the General Committee of the Hong Kong General Chamber of Commerce from
2000 to 2017, served as its chairman from 2010 to 2012, and is currently a member of its Council. Mr. Wu
was a director of the Fidelity Funds from 2011 to 2014 and was the chairman of Bauhinia Foundation Research
Centre from 2007 to 2012.

Mr. Wu has directorships in certain Hong Kong listed companies. He is the chairman and non-executive director
of Clarity Medical Group Holding Limited (BHiEESEERBPRAA]), a company whose shares are listed
on the Stock Exchange (stock code: 1406), an independent non-executive director of Power Assets Holdings
Limited (BfEEXABRAF]), a company whose shares are listed on the Stock Exchange (stock code: 0006),
China Taiping Insurance Holdings Company Limited (FBIAF4RziZERERAF]) Limited, a company whose
shares are listed on the Stock Exchange (stock code: 0966), China Resources Medical Holdings Company
Limited (FEHEEIERABMRAA]), a company whose shares are listed on the Stock Exchange (stock code:
1515), CStone Pharmaceuticals (A %£3£), a company whose shares are listed on the Stock Exchange (stock
code: 2616), Venus Medtech (Hangzhou) Inc. (fiu/I2XER E&E 2= 9 PR A 7]), a company whose shares are
listed on the Stock Exchange (stock code: 2500), Sing Tao News Corporation Limited (2 &% EEB AR A
A]), a company whose shares are listed on the Stock Exchange (stock code: 1105) and Hui Xian Real Estate
Investment Trust (fEEEZ{S5E), a collective investment scheme authorized by the SFC under section 104 of
the SFO and regulated by the provisions of Appendix C of the Code on Real Estate Investment Trusts whose
units are listed on the Stock Exchange (stock code: 87001).

Mr. Wu confirmed that he is able to devote sufficient time to act as our independent non-executive Director.
Mr. Wu completed a foundation course in accountancy at the then Teesside Polytechnic in the United
Kingdom in July 1975. Mr. Wu is a fellow of Hong Kong Institute of Certified Public Accounts and the Institute

of Chartered Accountants in England and Wales, and the honorary chairman of the Institute of Certified
Management Accountants (Australia) Hong Kong Branch.
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Mr. Yiran HUANG, aged 68, has been an independent non-executive Director of the Company since June 23,
2020.

Mr. Huang is currently a professor of urology, chief physician and doctoral supervisor of Renji Hospital (/&%
BABESMEB{CEER). He is also a leading committee member of the committee of urology of Shanghai
Association of Social Medical Institutions (/&M EEEKER ), a standing committee member of the
urology branch of Chinese Medical Association (FZEEE &) and the founder of Yiran Education Foundation
(BRAHMBEELE). From May 2016 to December 2019, Mr. Huang was the chairman of Shanghai International
Medical Center (_E/8BIBREEE0). From June 2009 to January 2015, Mr. Huang served as a vice chairman of

the Renji Hospital.

Mr. Huang obtained his master’'s degree in urology from Shanghai Second Medical University (/&% — &%
KE) in July 1989. He graduated with a Bachelor of Medicine from Jiangxi Medical College (TFREEE[7) in
December 1982.

Mr. Zhenyu ZHANG, aged 47, has more than 21 years of experience in legal and corporate compliance
practice. He currently serves as the vice president responsible for legal, compliance and governmental affairs
of Greater China region for The a2 Milk Company Limited, a public company dual listed on the New Zealand’s
Exchange (stock code: ATM) and the Australian Securities Exchange (stock code: A2M), respectively. From
October 2012 to February 2019, Mr. Zhang served as the vice president responsible for legal, compliance
and governmental affairs, and the general counsel as well as the chief compliance officer of APAC region for
Thermo Fisher Scientific Inc., a company whose securities are listed on the New York Stock Exchange (ticker
symbol: TMO). From March 2011 to October 2012, he served as the senior legal counsel of merger and
acquisition of APAC region for United Technologies Corporation. From April 2008 to March 2011, Mr. Zhang
served as a legal counsel and the chief compliance officer of Great China region for Sandoz AG, a company
incorporated in Switzerland and a global research-based pharmaceutical and nutrition group. Prior to serving
at Sandoz AG, Mr. Zhang has consecutively acted as an in-house legal counsel for TOM Group Limited, Sony
Music Entertainment China Ltd. and Shanghai Huahong (Group) Co., Ltd. (/&ZE4T (528) ARAF]). Mr.
Zhang has been an independent non-executive director of TANSH Global Food Group Co., Ltd (B AR EES
[R 2 ®]), a company whose shares are listed on the Stock Exchange (stock code: 3666), since May 2019.

Mr. Zhang obtained a bachelor’s degree in law from East China University of Political Science and Law (ZERIX
JARE) in 1998 and was awarded with a diploma in Beijing International MBA from Peking University in 2010.
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SENIOR MANAGEMENT

. Mr. Ye LIU, aged 51, has been our CEO since August 1, 2018. For further details, please see “Directors —
Executive Directors” in this section.

o Dr. Zhaopeng HU, aged 50, has been our chief development officer since June 1, 2020. For further details,
please see “Directors — Executive Directors” in this section.

° Dr. Donghong CHEN, aged 52, has been our chief medical officer since October 28, 2019, responsible for
leading clinical development.

Dr. Chen has around 32 years of experience in ophthalmology. From March 2016 to October 2019, she served
as head of clinical development and medical affairs in Alcon Hong Kong Ltd., primarily responsible for clinical
development and medical affairs in Hong Kong and South Korea. From March 2015 to April 2016, she served
as deputy general manager of R&D department in Vanway Pharmaceutical Holdings Ltd (EEZ.ZEE B AR A
Al), responsible for strategy planning of the department. From February 2013 to December 2014, she served
as APAC medical director and clinical advisor in STAAR Surgical Company, a company whose shares are
listed on NASDAQ (ticker symbol: STAA), responsible for leading company’s clinical and medical activities in
APAC. From November 2010 to January 2013, she served as a senior scientist in GlaxoSmithKline (China) R&D
Company Limited (Bf =% (£/8) BEMEEFR A F]), primarily responsible for clinical research and studies
in ophthalmology.

From 2003 to 2005, Dr. Chen conducted postdoctoral research in ophthalmology successively at the University
of Miami and Emory University. Dr. Chen obtained her Doctor of Medicine in clinical ophthalmology from
Fudan University Medical School (fE B K22 E) in June 2003. She obtained her master’s degree in clinical
ophthalmology from Nanjing Medical University (R E%EKE) in July 1997. She graduated from Yangzhou
Medical College (/1|2 E3B7) majoring in medicine in Yangzhou, China in July 1991.

° Mr. Qinglei Zuo, aged 39, has been our chief commercial officer since January 1, 2021, responsible for
product commercialization.

Mr. Zuo served as our vice president of commercialization from September 2018 to January 2021. Prior
to joining our Group, Mr. Zuo held positions including manager of business development department,
director of business development department and head of sales of the pharmaceutical department of Santen
Pharmaceutical (China) Co., Ltd. from April 2015 to August 2018. From October 2010 to March 2015, he
successively served as associate product manager and district sales manager of gastrointestinal and liver diseases
department in Eisai (China) Inc., where he was responsible for sales of drugs. From June 2009 to September
2010, he served as a preclinical project manager of R&D department in Shanghai Hengrui Pharmaceutical Co.,
Ltd. (E/BEIREEERR A R).

Mr. Zuo obtained his master’s degree in pharmacology in Shanghai Institute of Pharmaceutical Industry (/5%
BT ZM9EfT) in May 2009. He graduated with bachelor’'s degree in pharmacy from Yantai University (&
) in June 2006.

Annual Report 2022 27



28

Profiles of Directors and Senior Management

Mr. Tim Ruan, aged 37, has been our chief financial officer since January 12, 2023, responsible for financial
management and investor relations of the Group.

Mr. Ruan has extensive experience of financial management. Prior to joining our Group, he served as an
executive director of the investment banking division of Goldman Sachs (Asia) L.L.C. from November 2020 to
January 2023, primarily responsible for affairs in debt and equity capital markets and M&A. From January 2018
to November 2020, he served as a vice president of the investment banking division of Morgan Stanley Asia
Limited. From February 2016 to January 2018, he acted as an associate within the investment banking division
of Nomura International (Hong Kong) Limited. From September 2013 to January 2016, he served as associate at
Sullivan & Cromwell LLP.

Mr. Ruan graduated from The Hong Kong University of Science and Technology in November 2021 with a
master’s degree of science, majoring in biotechnology. He graduated from The University of New South Wales
in December 2009 with bachelor’s degree of laws and bachelor’s degree of commerce majoring in finance.

JOINT COMPANY SECRETARIES

Ms. Yun JI, aged 37, was appointed as the Secretary of the Board and the joint company secretaries of the
Company on April 28, 2020. Ms. Ji has been our strategic project director since February 27, 2020, responsible
for our IPO project and the following capitalization operation. Prior to joining our Group, she served as head
manager of board of directors office in Shanghai Pharmaceuticals Holding Co., Ltd. (B8 B EBRHBR A A])
from September 2012 to February 2020, a company whose shares are listed on the Shanghai Stock Exchange
(stock code: 601607) and the Stock Exchange (stock code: 2607), leading a team responsible for corporate
governance, public disclosure, investor relations management and other securities affairs.

Ms. Ji obtained her bachelor's degree in business administration from Beijing Foreign Studies University in
Beijing, China in July 2007.

Ms. Hing Ling CHAU was appointed as one of the joint company secretaries of the Company on June 15,
2022. Ms. Chau is currently an executive director of corporate services of Vistra Corporate Services (HK)
Limited. She has over 21 years of experience in the corporate services industry. She is currently the company
secretary/joint company secretaries of certain listed companies.

Ms. Chau obtained a Master of Laws majoring in corporate and financial law from The University of Hong Kong
in November 2007. She has been a fellow member of The Hong Kong Chartered Governance Institute and a
fellow member of The Chartered Governance Institute in United Kingdom since May 2013.

CHANGES TO DIRECTORS’ INFORMATION

Save as disclosed herein, the Directors confirm that no information is required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rule.
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Corporate Governance Report

The Board is pleased to present this corporate governance report in the annual report of the Company for the
Reporting Period.

CORPORATE GOVERNANCE PRACTICES

The Group is committed to maintaining high standards of corporate governance to safeguard the interests of
Shareholders and to enhance corporate value and accountability. The Company has adopted the CG Code. During
the year ended December 31, 2022, the Board believes that the Company has fully complied with the code
provisions of the CG Code. The Company will continue to review and enhance its corporate governance practices to
ensure compliance with the CG Code.

COMPANY’S CULTURE

The Board believes that corporate culture underpins the long-term business, economic success and sustainable
growth of the Group. A strong culture enables the Company to deliver long-term sustainable performance and fulfill
its role as a responsible corporate citizen.

Our vision is to provide a world-class pharmaceutical total solution to address significant unmet ophthalmic medical
needs in China. Our mission is to provide Chinese ophthalmic patients with excellent and comprehensive treatment
solutions through continuous scientific research and innovation. We take on such vision and mission with courage
and assume responsibilities to bring light to patients and ophthalmic industries. Therefore, the Company’s slogan
was officially designated as “Virtus et Lumen” (“Courage and Light” in Chinese) in July 2020. To achieve our vision,
the Company has been carrying on our in-width and in-depth expansion of product line, constructing a leading
manufacture base for ophthalmic drugs in China and building up a competitive commercial team. Meanwhile, the
Company are always insisted on creating a clean working atmosphere and are committed to compliance culture
construction. All new joiners are required to complete onboarding training related to the Company’s regulations
within one month upon getting on board so that they could better understand our corporate culture, structure and
policies, learn relevant laws and regulations, and raise their compliance awareness.

The Board always ensures that the objectives, values and strategies set are consistent with the corporate culture,
while all directors take the lead to act and are committed to promoting the corporate culture. For details of the
Company’s achievements during the Reporting Period, please see “Management Discussion and Analysis” on pages
8 to 21 of this annual report. The Board believes that the Company’s existing business model is in line with the
Company’s objective and long-term strategy of becoming the world’s leading ophthalmic pharmaceutical enterprise.

THE BOARD

(1) Responsibilities

The Board is responsible for the overall leadership of the Group, oversees the Group's strategic decisions and
monitors business and performance. The Board has delegated the authority and responsibility for day-to-day
management and operation of the Group to the senior management of the Group. To oversee particular
aspects of the Company’s affairs, the Board has established three Board committees including the Audit
Committee, the Remuneration Committee and the Nomination Committee. The Board has delegated to the
Board committees responsibilities as set out in their respective terms of reference. All Board committees are
provided with sufficient resources to perform their duties.

All Directors shall ensure that they carry out duties in good faith, in compliance with applicable laws and
regulations, and in the interests of the Company and the Shareholders at all times.

(2) Directors’ and Senior Management’s Liability Insurance and Indemnity

The Company has arranged appropriate liability insurance to indemnify the Directors and senior management
of the Company for their liabilities arising out of corporate activities. The insurance coverage will be reviewed
on an annual basis.

Annual Report 2022
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(3) Board Composition

As of the date of this annual report, the Board comprises two executive Directors, four non-executive Directors
and three independent non-executive Directors.

Executive Directors

Mr. Ye LIU (Chief Executive Officer)
Dr. Zhaopeng HU

Non-executive Directors

Dr. Lian Yong CHEN (Chairman of the Board)
Dr. Wei LI

Mr. Yanling CAO

Ms. Yumeng WANG

Independent Non-executive Directors

Mr. Ting Yuk Anthony WU
Mr. Lianming HE ™ete ¥

Mr. Yiran HUANG

Mr. Zhenyu ZHANG (Nete 2

Notes:
1. Mr. Lianming HE has been passed away on March 30, 2022.

2. Mr. Zhenyu ZHANG has been appointed as an independent non-executive Director with effect from April 8, 2022.

There is no any relationship (including financial, business, family or other material/relevant relationship(s))
between the Board members and the senior management members.

Following the passing away of Mr. Lianming HE on March 30, 2022, there was a vacancy in each of the
position of chairman of the Remuneration Committee and member of the Audit Committee and Nomination
Committee, and the Company had only two independent non-executive Directors, thus the number of the
independent non-executive Directors does not satisfy (i) the minimum number as required under Rule 3.10(1)
of the Listing Rules; (i) the requirement that independent non-executive directors must represent at least
one-third of the board as required under Rule 3.10A of the Listing Rules; (iii) the requirement that the audit
committee must comprise a minimum of three members as required under Rule 3.21 of the Listing Rules; (iv)
the requirement that the remuneration committee must be chaired by an independent non-executive director
as required under Rule 3.25 of the Listing Rules; and (v) the requirement under Rule 3.27A of the Listing
Rules which stipulates that the nomination committee must comprise a majority of independent non-executive
directors.

Following the appointment of Mr. Zhenyu ZHANG as an independent non-executive director, the chairman of
the Remuneration Committee and a member of the Nomination Committee and Audit Committee with effect
from April 8, 2022, the Company has fully complied with the requirements as set out in Rules 3.10(1), 3.10A,
3.21, 3.25 and 3.27A of the Listing Rules.

As of the date of this annual report, except for the aforementioned period, the Board at all times met the
requirements of Rules 3.10(1), 3.10(2) and 3.10A of the Listing Rules relating to the appointment of at least
three independent non-executive Directors with at least one independent non-executive Director possessing
appropriate professional qualifications or accounting or related financial management expertise and the
appointment of independent non-executive Directors representing at least one-third of the Board. Among
the three independent non-executive Directors, Mr. Ting Yuk Anthony WU has appropriate professional
qualifications or accounting or related financial management expertise as required by Rule 3.10(2) of the Listing
Rules.
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(4) Board Diversity Policy

Pursuant to Rule 13.92 of the Listing Rules, the nomination committee (or the board) shall have a policy
concerning diversity of board members, and shall disclose the policy on diversity or a summary of the policy in
the corporate governance report.

The Company has adopted the board diversity policy (the “Board Diversity Policy”) in accordance with the
CG Code which sets out the objective and approach to achieve and maintain diversity of the Board and all
levels of the employees in order to enhance the effectiveness of the Board. Pursuant to the Board Diversity
Policy, the appointment of Directors will be based on meritocracy, and candidates will be evaluated against
objective criteria, having due regard for the benefits of diversity of the Board. Selection of candidates will
be based on a range of diversity perspectives, including but not limited to gender, age, ethnicity, language,
cultural and educational background, industry and professional experience. The Directors have a balanced
mix of knowledge and skills, including knowledge and experience in the areas of pharmaceutical and medical
industry, business management, investment, finance, legal profession, auditing and accounting. They obtained
degrees in various majors including pharmaceutics, chemistry, neurosciences, economics and law. Furthermore,
the Board has a wide range of age, ranging from 32 years old to 68 years old.

The composition of the Board will be disclosed in the Corporate Governance Report every year and the
Nomination Committee will supervise the implementation of the Board Diversity Policy and review the
effectiveness of the Board Diversity Policy annually as appropriate, discuss any revisions that may be required,
and recommend any such revisions to the Board for consideration and approval.

As of the date of this annual report, the diversity of the Board is illustrated as below. Further details on the
biographies and experience of the Directors are set out on pages 22 to 28 of this annual report.

The Nomination Committee has reviewed the membership, structure and composition of the Board, and is of
the opinion that the structure of the Board is reasonable, and the experiences and skills of the Directors in

various aspects and fields can enable the Company to maintain high standard of operation.

The Board targets to maintain at least the current level of female representation.
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(5)

(6)

Measurable Objectives

The Company aims to maintain an appropriate balance of diverse perspectives that are relevant to the
Company’s business growth. The Company is also committed to ensuring that recruitment and selection
practices at all levels (from the Board downwards) are appropriately structured so that a diverse range of
candidates are considered. The Nomination Committee will discuss periodically and when necessary, agree on
the measurable objectives for achieving diversity, including gender diversity, on the Board and recommend them
to the Board for adoption. In particular, the Nomination Committee will identify and make recommendations
to the Board to implement programs that will assist in the development of a broader and more diverse pool of
skilled and experienced employees that, in time, will prepare them for Board positions.

The Company also taken, and will continue to take steps to promote gender diversity at all levels of the
Company, including but without limitation at the Board and the management levels. At the Board level, Ms.
Yumeng WANG was appointed as a non-executive Director on the board meeting dated March 19, 2021,
and was elected by the Shareholders at the annual general meeting held on June 29, 2021 and therefore the
Company has achieved the objective of keeping at least one female Director. At present, the Board considered
an appropriate balance of diversity perspectives of the Board is maintained and has not set any other
measurable objectives. At the management level, the Chief Medical Officer and the joint company secretaries
of the Company are female. The Board has also assessed the Group's diversity profile annually of all levels of
employees and apply the diversity policy to attract, retain and motivate employees from the widest possible
pool of available talent. As of December 31, 2022, the Group had 398 full-time employees, of whom the
number of female employees accounted for approximately 45.7% and the Group has achieved the objective of
maintaining a relatively balanced gender ratio. Based on the Board’s review, there was no mitigating factor or
circumstance which makes achieving gender diversity across the workforce (including senior management) more
challenging or less relevant.

Board Independence

The Company recognizes that Board independence is key to good corporate governance. The Company
has in place effective mechanisms that underpin an independent Board and that independent views. The
current composition of the Board, comprising one third of the independent non-executive Directors and the
members of the Audit Committee are all independent non-executive Directors exceed the independence
requirements under the Listing Rules. The Remuneration Committee and Audit Committee are all chaired by
independent non-executive Directors. The remuneration of independent non-executive Directors are subject to
a regular review to maintain competitiveness and commensurate with their responsibilities and workload. The
independence of each independent non-executive Director is assessed upon his/her appointment and annually.

Directors are requested to declare their direct or indirect interests, if any, in proposals or transactions to
be considered by the Board at the Board meetings and abstain from voting, where appropriate. External
independent professional advice is available to all Directors, including independent non-executive Directors,
whenever deemed necessary. The independent non-executive Directors have consistently demonstrated strong
commitment and the ability to devote sufficient time to discharge their responsibilities at the Board.

The Company has also established channels through formal and informal means whereby independent
non-executive Directors can express their views in an open manner, and in a confidential manner, should
circumstances requires.
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Confirmation of Independence by the Independent Non-executive Directors

The Company has received from each of the independent non-executive Directors an annual confirmation in
writing of his independence pursuant to Rule 3.13 of the Listing Rules. The Company considers that, as of the
date of this annual report, all of the independent non-executive Directors are independent.

Induction and Continuous Professional Development

All Directors should participate in continuous professional development to develop and refresh their knowledge
and skills to ensure their contribution to the Board remains informed and relevant.

Every newly appointed Director should receive formal, comprehensive and tailored induction on the first
occasion of his/her appointment to ensure appropriate understanding of the business and operations of the
Company and full awareness of Director’s responsibilities and obligations under the Listing Rules and relevant
statutory requirements.

During the year ended December 31, 2022, all Directors, namely Dr. Lian Yong CHEN, Mr. Ye LIU, Dr.
Zhaopeng HU, Dr. Wei LI, Mr. Yanling CAO, Ms. Yumeng WANG, Mr. Ting Yuk Anthony WU, Mr. Yiran
HUANG and Mr. Zhenyu ZHANG, were regularly briefed on the amendments to or updates on the relevant
laws, rules and regulations. Internally-facilitated briefings for Directors would be arranged and reading material
on relevant topics would be provided to Directors where appropriate. All Directors are encouraged to attend
relevant training courses at the Company’s expense.

Chairman and Chief Executive Officer

Under the code provision C.2.1 of the CG Code, the roles of chairman and chief executive officer should be
separate and performed by different individuals. As of the date of this annual report, Dr. Lian Yong CHEN
("Dr. Chen") acted as the chairman of the Board and Mr. Ye LIU acted as the chief executive officer of the
Company. Dr. Chen responsibilities are more focused on strategic management and planning, while Mr. Liu’s
responsibilities are more focused on business direction and daily management. Their respective responsibilities
and division of labor have been set out in writing. The chairman of the Board and the chief executive officer of
the Company do not have any relationships (including financial, business, family or other material or connected
relationship).

Under the code provision C.2.7 of the CG Code, the Chairman should at least annually hold meeting with the
independent non-executive Directors without the presence of other Directors. During the year under review, Dr.
Chen the chairman of the Board, has hold the meeting with the independent non-executive Directors without
the presence of other Directors.

Dr. Chen is also responsible for the duties as specified in code provisions C.2.2 to C.2.9 of the CG Code.

The Board and the senior management, which comprises experienced and high caliber, individuals can ensure
the balance of power and authority.

Annual Report 2022

3



34

Corporate Governance Report

(10) Appointment and Re-Election of Directors

Each of the executive Directors has entered into a service agreement with the Company. The initial term of
their respective service agreements shall commence from the Listing Date and continue for a period of three
years and subject always to re-election as and when required under the Articles of Association, until terminated
in accordance with the terms and conditions of the service agreement or by either party giving to the other not
less than 30 days’ prior notice in writing.

Each of Dr. Lian Yong CHEN and Dr. Wei LI, being the non-executive Directors, which has been re-designated
from executive Director to non-executive Director with effect from July 20, 2021, has entered into an
appointment letter with the Company respectively in relation to his appointment as a non-executive Director.
Mr. Yanling CAO, being the non-executive Director and each of Mr. Ting Yuk Anthony WU and Mr. Yiran
HUANG, being the independent non-executive Directors has entered into an appointment letter with the
Company respectively. The initial term for their respective appointment letters shall commence from the Listing
Date and continue for a period of three years subject always to re-election as and when required under the
Articles of Association, until terminated in accordance with the terms and conditions of the appointment letter
or by either party giving to the other not less than three months’ prior notice in writing.

Ms. Yumeng WANG, being a non-executive Director has entered into a service agreement with the Company
on March 19, 2021. The initial term for her service agreement shall commence from the date of appointment
and continue for a period of three years subject to retirement by rotation and re-election as and when required
under the Articles of Association or vacation from office pursuant to any applicable laws from time to time.

Mr. Zhenyu ZHANG, being an independent non-executive Director has entered into a service agreement with
the Company on April 8, 2022. The initial term of his service agreement shall commence from the date of
appointment and continue for a period of three years subject to retirement by rotation and re-election as and
when required under the Articles of Association or vacation from office pursuant to any applicable laws from
time to time.

Save as disclosed above, none of the Directors has or is proposed to have entered into any service agreement
or letter of appointment with any member of the Group (excluding agreements expiring or determinable by any
member of the Group within one year without payment of compensation other than statutory compensation).

In accordance with the Articles of Association, all Directors are subject to retirement by rotation at least once
every three years and any new Director appointed to fill a casual vacancy shall submit himself/herself for
election by Shareholders at the first general meeting of the Company after appointment and any new Director
appointed as an addition to the Board shall submit himself/herself for re-election by the Shareholders at the
next following AGM after appointment.

The procedures and process of appointment, re-election and removal of Directors are set out in the Articles of
Association. The Nomination Committee is responsible for reviewing the Board composition, monitoring and
make recommendations to the Board on the appointment, re-election and succession planning of Directors, in
particular the chairman of the Board and the chief executive officer of the Company.
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(11) Board Meetings and Committee Meetings

The Company adopts the practice of holding Board meetings regularly, at least four times a year, and at
approximately quarterly intervals. Both the Nomination Committee and the Remuneration Committee shall meet
at least once every year and the Audit Committee shall meet at least twice a year. Notices of not less than
fourteen days are given for all regular Board meetings to provide all Directors with an opportunity to attend
and include matters in the agenda for a regular meeting. For other Board and committee meetings, reasonable
notice is generally given. The agenda and accompanying board papers are dispatched to the Directors or
committee members at least three days before the intended date of the meeting to ensure that they have
sufficient time to review the papers and be adequately prepared for the meeting. When Directors or committee
members are unable to attend a meeting, they will be advised of the matters to be discussed and given an
opportunity to make their views known to the chairman of the Board or the committee members prior to the
meeting. Minutes of meetings are kept by the Joint Company Secretaries with copies circulated to relevant
Board or Board Committee for comments and records.

Minutes of the Board meetings and committee meetings are recorded in sufficient detail the matters considered
by the Board and the committees and the decisions reached, including any concerns raised by the Board or
committee members and dissenting views expressed. Draft minutes of each Board meeting and committee
meeting are sent to the relevant Board or committee members for comments within a reasonable time after the
date on which the meeting is held. The minutes of the Board meetings are open for inspection by Directors.

During the year ended December 31, 2022, six Board meetings, two Audit Committee meetings, three
Remuneration Committee meeting and two Nomination Committee meeting were held.

A summary of the attendance record of the Directors at Board meetings, committee meetings and general
meetings during the year ended December 31, 2022 is set out in the following table below:

Number of meeting(s) attended/number of meeting(s)
held during the year ended December 31, 2022
Audit Remuneration Nomination

Board Committee Committee Committee General
Name of Director meeting meeting meeting meeting meeting
Executive Directors:
Mr. Ye LIU 6/6 N/A N/A N/A 2/2
Dr. Zhaopeng HU 6/6 N/A N/A N/A 2/2
Non-executive Directors:
Dr. Lian Yong CHEN 6/6 N/A N/A 2/2 2/2
Dr. Wei LI 6/6 N/A N/A N/A 2/2
Mr. Yanling CAO 6/6 N/A N/A N/A 2/2
Ms. Yumeng WANG 6/6 N/A N/A N/A 2/2
Independent Non-executive Directors:
Mr. Ting Yuk Anthony WU 6/6 2/2 3/3 N/A 2/2
Mr. Lianming HE 0/1 0/1 0/1 0/1 N/A
Mr. Yiran HUANG 6/6 2/2 3/3 2/2 2/2
Mr. Zhenyu ZHANG 4/4 11 11 N/A 2/2
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(12) Model Code for Securities Transactions

The Company has adopted the Written Guidelines on no less exacting terms than the Model Code as its own
code of conduct regarding securities transactions by the Directors and relevant employees. All Directors and
relevant employees have confirmed, following specific inquiry by the Company, that they have complied with
the Model Code during the year ended December 31, 2022.

(13) Delegation by the Board

The Board reserves for its decision on all major matters of the Company, including: approval and monitoring
of all policy matters, overall strategies and budgets, internal control and risk management systems, material
transactions (in particular those that may involve conflict of interests), financial information, appointment of
Directors and other significant financial and operational matters. All Directors are encouraged to openly share
their views on the Company’s affairs and issues and they are entitled to have access to the management who
will respond to queries raised by the Directors as promptly and fully as possible. Directors could have recourse
to seek independent professional advice in performing their duties at the Company’s expense for ensuing that
board procedures and all applicable rules and regulations are followed.

The daily management, administration and operation of the Group are delegated to the senior management.
The delegated functions and responsibilities are periodically reviewed by the Board to ensure that they remain
appropriate to the Company’s needs. Approval has to be obtained from the Board prior to any significant
transactions entered into by the management on the Company’s behalf.

(14) Corporate Governance Function

The Board recognizes that corporate governance should be the collective responsibility of Directors and has
delegated the corporate governance duties to the Audit Committee which include:

(a) to develop and review the Group's policies and practices on corporate governance and make
recommendations to the Board;

(b) to review and monitor the training and continuous professional development of Directors and senior
management of the Group;

() to review and monitor the Group's policies and practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct and compliance manual (if any) applicable to
employees and Directors of the Group; and

(e) to review the Group’s compliance with the CG Code from time to time adopted by the Group and the
disclosure in the Corporate Governance Report to be contained in the Company’s annual reports.
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BOARD COMMITTEES

(1) Nomination Committee

We established a Nomination Committee on June 23, 2020 with its written terms of reference in compliance
with the Listing Rules. As of the date of this annual report, the Nomination Committee currently comprises
three members which are including one Non-executive Director, namely, Dr. Lian Yong CHEN, and two
independent non-executive Directors, namely, Mr. Yiran HUANG and Mr. Zhenyu ZHANG. Dr. Lian Yong CHEN
is the chairman of the Nomination Committee.

The primary duties of the Nomination Committee are to make recommendations to the Board on the
appointment of Directors and management of Board succession. The written terms of reference of the
Nomination Committee are available on the respective website of the Stock Exchange and the Company.
The details of the policies in assessing the candidates or incumbent will be set out in the section headed
“Nomination Policy”.

Two Nomination Committee meetings were held during the year ended December 31, 2022. The following is a
summary of work performed by the Nomination Committee during the Reporting Period:

o assess the independence of the independent non-executive Directors;

o considered and/or made recommendations to the Board on the appointment and re-election of Directors;
and

. reviewed the structure, size and composition of the Board

Nomination Policy

The Company has adopted a director nomination policy (the “Director Nomination Policy”) in accordance
with the CG Code. The Director Nomination Policy sets out the selection criteria and process and the Board
succession planning considerations in relation to nomination and appointment of Directors of the Company
and aims to ensure that the Board has a balance of skills, experience and diversity of perspectives appropriate
to the requirements of the Company's business.

The Nomination Committee shall identify, consider and recommend to the Board appropriate candidates to
serve as Directors and to make recommendations to the Shareholders. The ultimate responsibility for selection
and appointment of Directors rests with the entire Board.

The Nomination Committee will recommend to the Board for the nomination, appointment of new Directors
in accordance with the following procedures and process: (a) the Nomination Committee shall first review and
assess factors relating to the diversity of the Board, including but not limited to professional experience, skill,
knowledge and length of service, gender, age, cultural and education background, and give consideration
to the candidate’s willingness to devote adequate time to the Board and independence of each independent
non-executive Director based on the requirements of the Listing Rules as amended from time to time; and (b)
the Nomination Committee shall then nominate suitable candidates to the Board based on the then-current
and anticipated future leadership needs of the Company, with a view to achieving a sustainable and balanced
development of the Company.
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(2)

For the re-election of Directors at the general meeting, the Nomination Committee shall review the overall
contribution and service to the Company of the retiring Directors, including its attendance at Board
meetings, Board committee meetings and general meetings (if applicable), and his/her level of participation
and performance on the Board. The Nominating Committee shall require the nominee to submit updated
biographical information and the consent to be re-elected as a Director; and should review and determine
whether retiring Directors still meet the criteria for Director selection. The Nominating Committee shall then
make recommendations to the Board on the re-election of Directors.

The Nomination Committee shall also monitor and review the implementation of the nomination policy, as
appropriate from time to time, and will report to the Board annually.

Remuneration Committee

We established a Remuneration Committee on June 23, 2020 with its written terms of reference in compliance
with the Listing Rules. As of the date of this annual report, the Remuneration Committee currently comprises
three members and all are independent non-executive Directors, namely Mr. Zhenyu ZHANG, Mr. Ting Yuk
Anthony WU and Mr. Yiran HUANG. Mr. Zhenyu ZHANG is the chairman of the Remuneration Committee. The
Remuneration Committee confirms that sufficient resources are available to perform its duties.

The primary duties of the Remuneration Committee are to determine a policy and structure for the Directors’
and senior management’s remunerations, establish a formal and transparent procedure for formulating related
remuneration policies, evaluate the performance of Directors and senior management, approve the terms of
Directors’ service contracts and review and/or approve matters relating to share schemes under Chapter 17 of
the Listing Rules, and recommend the remuneration packages for all Directors and senior management. The
written terms of reference of the Remuneration Committee are available on the respective website of the Stock
Exchange and the Company.

The Remuneration Committee reviewed and approved management’s compensation proposals in response to
the Company’s overall operating performance indicators and the respective annual performance goals of senior
management approved by the Board of Directors to be effective, and has adopted the second model described
in code provision E.1.2(c) under the CG Code (i.e. making recommendations to the Board on the remuneration
packages of individual executive Directors and senior management), and made recommendations to the Board
on the remuneration of non-executive Directors. The Remuneration Committee has consulted the chairman
and/or chief executive about their remuneration proposals for other executive Directors. The Remuneration
Committee should have access to independent professional advice if necessary. The Remuneration Committee
has considered the remuneration paid by similar companies, the time commitment and responsibilities required
and the conditions of employment of other positions within the Group, and ensured that no Director or any of
his/her associates is involved in deciding his or her own remuneration.

The Remuneration Committee reviews and approves the compensations payable to executive Directors and
senior management for loss or termination of their office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and reasonable and not excessive; reviews and approves compensation
arrangements relating to dismissal or removal of Directors for misconduct to ensure that they are consistent
with contractual terms and are otherwise reasonable and appropriate. During the Reporting Period, there was
no compensation arising from the above matters.
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During the year ended December 31, 2022, three Remuneration Committee meetings were held. The following
is a summary of work performed by the Remuneration and Assessment Committee during the Reporting Period:

o reviewed and made recommendations to the Board on the remuneration package of the Directors and
senior management;

o reviewed and made recommendations to the Board on the Company's policy and structure for the
remuneration of the Directors and senior management; and

o reviewed and made recommendations to the Board on the Company’s 2021 Share Award Scheme and
2021 Share Option Scheme and the details of the grants of options and awards.

The Board granted options and awards to the executive Directors under the 2021 Share Award Scheme
and 2021 Share Option Scheme as part of the Company’s remuneration policy, the purpose of which is to
closely align the interests and benefits of the Company, the Board and the management of the Group in
order to maximize the motivation of the executive Directors and senior management. Such grants aim to
provide sufficient incentive to retain and motivate our executive Directors to participate in the formulation of
strategy and long-term development of the Company and to recognize their contribution to the growth of the
Company. Retaining executive Directors is highly beneficial for the Group’s development and expansion, and
can avoid potential disruption to the operation of the Group resulting from the lack of continuity of leadership.

Under the grants of options and awards to Mr. Ye LIU (“Mr. Liu”), our executive Director and the CEO, the
vesting period for the first batch of the options and awards is shorter than 12 months. The Remuneration
Committee has reviewed and fully considered the vesting schedule of the options and awards granted to Mr.
Liu and was of view that, (i) Mr. Liu, as an executive Director and the CEO, has made significant contributions
to the Company in achieving the Group’s R&D and commercialization milestones; (ii) the vesting arrangement
for the first batch of options and awards granted to Mr. Liu serves as the Board’s appreciation and recognition
of Mr. Liu's contribution towards the growth of the Group; and (iii) the vesting arrangement for the remaining
options and awards granted to Mr. Liu will provide sufficient incentive to retain Mr. Liu and motivate him to
create more value in the Group's long-term development. Therefore, the Remuneration Committee was of
view that the vesting arrangement for the options and awards granted to Mr. Liu will closely align the interests
and benefits of the Company, the Board and the management of the Group, and thus is appropriate and
reasonable and in the interests of the Company and its Shareholders as a whole.

The vesting of the options and awards granted to the executive Directors abovementioned was in accordance
with the proportion of achievement of the performance targets as set out in the Company’s circular dated
November 4, 2022. Partial achievement of the performance targets will result in proportionate vesting, and
the unvested award shares shall lapse and become return shares. In addition, in the event of any occurrence
of misconduct or breach of employment contract, or any other conduct which as the Board or its delegates
determines in good faith would justify the termination of the employment contract, any unvested outstanding
options or awards shall not be vested and shall be immediately forfeited, and for options and awards already
transferred to the grantee, the Company may require such grantee to return the equivalent value of the shares
underlying the options or awards.
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3)

Details of the Directors’ remuneration for the year ended December 31, 2022 are set out in Note 11 to the
consolidated financial statements.

Remuneration by band of the senior management (including two Directors) of the Group for the year ended
December 31, 2022 is set out below:

Number of
Remuneration band (HK$) senior management
0-10,000,000 3
170,000,001-180,000,000 1

Note: the senior management referred to above does not include Mr. Tim Ruan, who has been our chief financial officer since January 12,
2023.

Audit Committee

We established an Audit Committee on June 23, 2020 with its written terms of reference in compliance with
the Listing Rules. As of the date of this annual report, the Audit Committee currently comprises three members
and all are independent non-executive Directors, namely Mr. Ting Yuk Anthony WU, Mr. Yiran HUANG and Mr.
Zhenyu ZHANG. Mr. Ting Yuk Anthony WU is the chairman of the Audit Committee.

The primary duties of the Audit Committee are to assist the Board by providing an independent view of the
effectiveness of the financial reporting process, risk management and internal control system of the Group,
maintaining an appropriate relationship with the auditors and monitoring the relationship between the Group
and the auditors, overseeing the audit process and performing other duties and responsibilities as assigned by
the Board. The written terms of reference of the Audit Committee are available on the respective website of
the Stock Exchange and the Company.

Two Audit Committee meetings were held during the year ended December 31, 2022. The following is a
summary of work performed by the Audit Committee during the Reporting Period:

o reviewed the annual and interim results and reports, the Group's financial and accounting policies and
practices and the scope of audit and appointment of auditors;

o reviewed the risk management, internal control and compliance systems and the effectiveness of internal
audit function and discussed with the management and internal audit on their findings;
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J discussed matters with respect to the accounting policies and practices adopted by the Company and
internal control with senior management members of the Company; and

o performed corporate governance related duties such as reporting to the Board on the matters in the CG
Code.

The Audit Committee also met Deloitte Touche Tohmatsu, the external auditors of the Company twice for the
year ended December 31, 2022. There are proper arrangements for employees, in confidence, to raise concerns
about possible improprieties in financial reporting, internal control and other matters.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL REPORTING IN RESPECT OF
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the consolidated financial statements of the Company
for the year ended December 31, 2022 which give a true and fair view of the affairs of the Company and the Group
and of the Group’s results and cash flows.

The management of the Company has provided to the Board such explanation and information as are necessary
to enable the Board to carry out an informed assessment of the Company’s financial statements, which are put
to the Board for approval. The Company provides all members of the Board with monthly updates on Company's
performance, positions and prospects.

The Directors were not aware of any material uncertainties relating to events or conditions which may cast significant
doubt upon the Group's ability to continue as a going concern.

The statement by the external auditor of the Company regarding their reporting responsibilities on the consolidated
financial statements of the Company is set out in the Independent Auditor’s Report in this annual report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsible for the Company's risk management and internal control systems and
reviewing their effectiveness. The risk management and internal control measures are designed to manage rather
than eliminate the risk of failure to achieve business objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss. During the Reporting Period, the Board had conducted a review
of the effectiveness of the risk management internal control system of the Company and considered the system
effective and adequate.

The Group has established an internal audit department and designated staff to be responsible for identifying and
supervising the Group’s risk and internal control issues and reporting directly to the Board of any findings and
follow-up actions. The internal audit department supervised and reviewed corporate daily business to ensure that the
Company’s business continues to meet the requirements of the Company’s system and external supervision.

The Group has established a risk management manual, a compliance manual and an internal control manual, which
are designed to enable the company to maintain the highest standards of corporate governance and to identify and
reduce any potential risks.

The Group also provides employees with revised staff manual and various management systems from time to time.

Our Company has set up employee induction training and assessment and provide employees with compliance
training on a regular basis to enhance compliance awareness.
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The Group has established a risk management manual, which clarifies the division of responsibility and authority of
risk management corresponding to each relevant department and standardizes the basic process of risk management.
All departments will (i) systematically and regularly identify internal and external risks; (ii) assess the possibility and
impact of risks; (iii) determine risk response strategies and implement response plans; (iv) regular risk management
and regular testing of the situation and response capabilities; (v) overall evaluation of the effectiveness of the
design and implementation of risk response strategies; and (vi) regular and systematic reporting of risks and risk
management information.

Pursuant to the compliance manual of Ocumension, the Company has established a compliance window for all
the employees of the Company to submit their compliance inquiries and compliance reports. During the Reporting
Period, the Company set up an external reporting channel and policies, allowing stakeholders (such as suppliers,
customers, etc.) to report any inappropriate matters that may be related to the Company secretly and anonymously.
This reporting channel regularly reviews and reports the reported matters to the Audit Committee. The Company
reviewed and enhanced its internal control system regularly by revising and improving its internal control matrix and
internal control manual once a year. The Company’s existing system, operating procedures and control measures
were adjusted in accordance with the needs of the Company’s business management and external regulatory
requirements. The Company carried out an annual internal control assessment to ensure that each of its departments
has properly complied with its internal control system as well as any recommendation for rectification on any
defects in its internal control identified when its self-assessment could be provided after internal communication and
determination.

The Group has formulated an information disclosure management system to clarify the relevant obligations of
insiders, reporting procedures and information disclosure responsibilities of relevant personnel, and arrange
self-inspection in a timely manner. The Group monitors possible inside information and organizes intermediary
agencies to determine whether the information is inside information or whether need to be disclosed.

The Group has set out in writing the prohibition of bribery, fraud and corruption in the compliance manual. The
legal department (as the relevant functional department) will review, supervise the behaviors of all employees,
investigate violations and make recommendations on discipline. We have established a compliance committee led by
the Group’s CEQO, which is responsible for directing, supervising and coordinating the compliance management work
of the Group, and strengthening the compliance awareness of all employees through training and examinations in
daily work.

Our Company review risk management and internal control systems once a year. Our Group’s internal control and
risk management reports for the year ended December 31, 2022 were submitted to the Audit Committee and
the Board of Directors for review in March 2023. The Board has reviewed and believes that the risk management
and internal control systems of the Group for the year ended December 31, 2022 are complete, and are fully and
effectively operated in all material controls, including financial, operational and compliance controls, which are
sufficient to protect the interests of all stakeholders of the Group. The Board of Directors also confirmed that the
resources, staff qualifications and experience, training programs and budget of the issuer's accounting, internal
audit, financial reporting functions, as well as those relating to the ESG performance and reporting are adequate.
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AUDITOR’S REMUNERATION

The Company appointed Deloitte Touche Tohmatsu as the external auditor for the year ended December 31, 2022,
and details of the fees paid/payable in respect of the audit and non-audit services provided by Deloitte Touche
Tohmatsu for the year ended December 31, 2022 are set out in the table below:

Total Fees paid
Services rendered for the Company and payable
RMB'000

Audit services:

Annual audit services 2,810
Non-audit services:

Tax advisory services 360

Review of interim results 880
Total 4,050
COMPANY SECRETARY

In compliance with Rule 3.29 of the Listing Rules, Ms. Yun JI and Ms. Hing Ling CHAU (“Ms. Chau”) both undertook
not less than 15 hours of relevant professional training to update their skills and knowledge during the Reporting
Period. Ms. Chau was appointed as one of the joint company secretaries of the Company on June 15, 2022. She is
an executive director of corporate services of Vistra Corporate Services (HK) Limited, a corporate services provider.
Her primary contact person is Ms. Yun JI, one of the joint company secretaries of the Company. Ms. Yun JI and
Ms. Chau are reported to the chairman of the Board. All members of the Board can have access to the company
secretary’s advice and services.

The appointment and removal of the company secretary will be subject to Board’s approval.

GENERAL MEETING

During the year ended December 31, 2022, two general meetings were held.

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR RELATIONS

The Company considers that effective communication with Shareholders is essential for enhancing investor relations
and understanding of the Shareholders and potential investors on the Group's business, performance and strategies.
The Company also recognizes the importance of timely and non-selective disclosure of information, which will enable
Shareholders and investors to make the informed investment decisions.

The general meetings provide opportunity for Shareholders to communicate directly with the Directors. The chairman
of the Board, the chairmen of the Board Committees will attend the general meetings to answer Shareholders'
questions. The external auditors of the Company will also attend the AGM to answer questions about the conduct of
the audit, the preparation and content of the auditor’s report and auditor independence.
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To promote effective communication, the Company adopts a Shareholders’ communication policy which aims at
establishing a two-way relationship and established a range of communication channels between the Company, its
Shareholders, investors and other stakeholders. These include (i) the publication of interim and annual reports and/
or dispatching circulars, notices, and other announcements; (i) the annual general meeting or extraordinary general
meeting providing a forum for Shareholders to raise comments and exchanging views with the Board; (iii) updated
and key information of the Group available on the Company’s website and the Stock Exchange’s website; (iv) the
Company’s website offering communication channel between the Company and its stakeholders; (v) the Company’s
share registrar in Hong Kong serving the Shareholders in respect of all share registration matters; and (vi) convening
investor meeting and/or analyst briefings, which led by our executive Directors and investor relations team with
existing and potential investors.

Having considered the multiple channels of communication and shareholders engagement in the general meetings
held during the year, the Board is satisfied that the shareholders communication policy has been properly
implemented during 2022 and is effective.

SHAREHOLDERS’ RIGHTS

To safeguard Shareholders’ interests and rights, a separate resolution will be proposed by the chairman of that
meeting for each substantially separate issue at Shareholder meetings, including nomination and election of
individual Directors.

All resolutions put forward at Shareholder meetings will be voted on by poll pursuant to the Listing Rules and
poll results will be posted on the websites of the Company and the Stock Exchange in a timely manner after each
Shareholder meeting in accordance with the Listing Rules.

(1) Procedures for Shareholders to convene an extraordinary general meeting

In accordance with Article 12.3 of the Articles of Association, the Board may, whenever it thinks fit, convene an
extraordinary general meeting. Extraordinary general meetings shall also be convened on the written requisition
of any one or more members holding together, as of the date of deposit of the requisition, shares representing
not less than one-tenth of the paid up capital of the Company which carry the right of voting at general
meetings of the Company. The written requisition shall be deposited at the principal office of the Company
in Hong Kong or, in the event the Company ceases to have such a principal office, the registered office of
the Company, specifying the objects of the meeting and signed by the requisitionist(s). If the Board does not
within 21 days from the date of deposit of the requisition proceed duly to convene the meeting to be held
within a further 21 days, the requisitionist(s) themselves or any of them representing more than one-half of the
total voting rights of all of them, may convene the general meeting in the same manner, as nearly as possible,
as that in which meetings may be convened by the Board provided that any meeting so convened shall not
be held after the expiration of three months from the date of deposit of the requisition, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure of the Board shall be reimbursed to them by
the Company.

(2) Procedures for putting forward proposals at general meeting
There are no provisions allowing Shareholders to propose new resolutions at the general meetings under the
Companies Law of the Cayman Islands. However, Shareholders who wish to propose resolutions may follow
Article 12.3 of the Articles of Association for requisitioning an extraordinary general meeting and including a
resolution at such meeting. The requirements and procedures of Article 12.3 are set out above.

As regards proposing a person for election as a Director, the procedures are available on the website of the
Company.
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(3) Inquiries to the Board

Shareholders and investors may send written inquiries or requests to the Company as follows:

Address: 56F, One Museum Place, 669 Xin Zha Road, Jing'an District, Shanghai, the PRC
Email: ir@ocumension.com

DIVIDEND POLICY

The Company is a 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. Current PRC regulations permit our PRC subsidiaries to
pay dividends to us only out of their accumulated profits, if any, determined in accordance with PRC accounting
standards and regulations. In addition, our PRC subsidiaries are required to set aside at least 10% of their respective
accumulated profits each year, if any, to fund certain reserve funds until the total amount set aside reaches 50%
of their respective registered capital. Our PRC subsidiaries may also allocate a portion of its after-tax profits based
on PRC accounting standards to employee welfare and bonus funds at their discretion. These reserves are not
distributable as cash dividends. Furthermore, if our PRC subsidiaries incur debt on their own behalf in the future, the
instruments governing the debt may restrict their ability to pay dividends or make other payments to us. In addition,
the PRC tax authorities may require us to adjust our taxable income under the contractual arrangements we currently
have in place in a manner that would materially and adversely affect our PRC subsidiaries’ ability to pay dividends
and other distributions to us.

The Company currently intends to retain all available funds and any future earnings, if any, to fund the R&D 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 exceed the amount recommended by our Board. As advised by our Cayman
Islands counsel, under the Cayman lIslands 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. Investors should not
purchase our Shares with the expectation of receiving cash dividends.

If we pay dividends in the future, in order for us to distribute dividends to our Shareholders, we will rely to some
extent on any dividends distributed by our PRC subsidiaries. Any dividend distributions from our PRC subsidiaries to
us will be subject to PRC withholding tax. In addition, regulations in the PRC currently permit payment of dividends
of a PRC company only out of accumulated distributable after-tax profits as determined in accordance with its
articles of association and the accounting standards and regulations in China. For details, please refer to “Risk
Factors — Risks Relating to Doing Business in China — We may rely on dividends and other distributions on equity paid
by our 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” of the Prospectus.

CONSTITUTIONAL DOCUMENTS

The amended and restated Articles of Association took effect from the Listing Date, and are available on the
respective websites of the Stock Exchange and the Company. There is no change in constitutional documents of the
Company during the Reporting Period.
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The Board of the Company is pleased to present this Report of Directors together with the consolidated financial
statements of the Group for the year ended December 31, 2022.

BOARD OF DIRECTORS

The Board currently comprises two executive Directors, four non-executive Directors and three independent non-
executive Directors.

The Directors during the year ended December 31, 2022 and up to the date of this annual report were:

Executive Directors

Mr. Ye LIU (Chief Executive Officer)
Dr. Zhaopeng HU

Non-executive Directors

Dr. Lian Yong CHEN (Chairman of the Board)
Dr. Wei LI

Mr. Yanling CAO

Ms. Yumeng WANG

Independent Non-executive Directors

Mr. Ting Yuk Anthony WU

Mr. Yiran HUANG

Mr. Lianming HE (passed away on March 30, 2022)
Mr. Zhenyu ZHANG (appointed on April 8, 2022)

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on February 27, 2018, as an exempted limited liability
company under the laws of the Cayman Islands. The Company’s Shares were listed on the Main Board of the Stock
Exchange on July 10, 2020.

PRINCIPAL ACTIVITIES

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.

BUSINESS REVIEW

A review of the business of the Group during the year as required by Schedule 5 to the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong), including a discussion and analysis on the Group’s future business
development and the financial and operational key performance indicators employed by the Directors in measuring
the performance of the Group’s business is set out in “Management Discussion and Analysis” on page 8 to 21 of
this annual report.
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PRINCIPAL RISKS AND UNCERTAINTIES
The following list is a summary of certain principal risks and uncertainties faced by the Group, some of which are

beyond its control:

* 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;

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

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

ol We may not be able to discover new drug candidates;

* The R&D 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
investments in us if our R&D fails;

* 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;

* 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 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; and

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

However, the above is not an exhaustive list. Investors are advised to make their own judgment or consult their own
investment advisors before making any investment in the Shares.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to fulfilling social responsibility, promoting employee benefits and development, protecting
the environment and giving back to community and achieving sustainable growth.

The Company’s Environmental, Social and Governance Report will be prepared separately from this annual report
and will be published on the same date as the publication of this annual report.
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COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

As far as the Board and management are aware, the Group has complied in all material aspects with the relevant
laws and regulations that have a significant impact on the business and operation of the Group. During the
year ended December 31, 2022, there was no material breach of, or non-compliance with, applicable laws and
regulations by the Group.

EMPLOYEES AND REMUNERATION POLICIES

A review of the employees and remuneration policies of the Group for the Reporting Period are set out in
“Management Discussion and Analysis” on page 21 of this annual report.

RETIREMENT BENEFITS SCHEME

The Group does not have any employee who is required to participate in the Mandatory Provident Fund in Hong
Kong. The employees of the Group’s subsidiary in the PRC are members of the state-sponsored retirement benefit
scheme organized by the relevant local government authority in the PRC. The subsidiary is required to contribute,
based on a certain percentage of the payroll costs of its employees, to the retirement benefit scheme and has no
further obligations for the actual payment of pensions or post-retirement benefits beyond the annual contributions.

The only obligation of the Group with respect to this retirement benefits scheme is to make the required
contributions under the scheme. During the Reporting Period, there were no forfeited contributions under the
Group's retirement benefits scheme, and there were no forfeited contributions that may be used by the Group to
reduce the existing level of contribution.

Details of the pension contributions of the Company are set out in note 30 to the Consolidated Financial Statements
in this annual report.

MAJOR SUPPLIERS

For the year ended December 31, 2022, the Group's suppliers primarily consisted of (i) licensors from which we
obtained intellectual property rights in respect of our in-licensed drug candidates; (ii) contract research organizations
(CROs), who provide third-party contracting services for R&D; and (iii) suppliers of other materials for R&D activities,
machines and equipment. The Group selects its suppliers by considering their product quality, industry reputation
and compliance with relevant regulations and industry standards.

For the year ended December 31, 2022, purchases from the Group’s five largest suppliers in the aggregate amounted
to RMB176.7 million (2021: RMB486.2 million), accounted for 30.9% (2021: 52.3%) of the Group's total purchases
for the same year. Purchases from the Group’s largest supplier for the year ended December 31, 2022 amounted to
RMB71.9 million (2021: RMB227.4 million), accounting for approximately 12.6% (2021: 24.5%) of the Group's total
purchase amount for the same year.

None of the Directors, their respective close associates, or any Shareholder of the Company who, to the knowledge
of the Directors, owns more than 5% of the Company’s issued capital, has any interest in any of the Group's five

largest suppliers.

During the year ended December 31, 2022, the Group did not experience any significant disputes with its suppliers.

Ocumension Therapeutics



Report of Directors

MAJOR CUSTOMERS

During the Reporting Period, the Group continued the commercialization of its Youshiying®, brimonidine tartrate eye
drop and Ou Qin, continued to generate sales-based royalty income in relation to Emadine® and Betoptic®S, and also
generated sales-based royalty income in relation to Xalatan® and Xalacom®. For the year ended December 31, 2022,
sales from the Group's five largest customers in the aggregate amounted to RMB117.1 million (2021: RMB40.4
million), accounted for 73.7% (2021: 71.9%) of the Group's total sales for the same year. Sales from the Group’s
largest customer for the year ended December 31, 2022 amounted to RMB35.8 million (2021: RMB11.2 million),
accounting for approximately 22.5% (2021: 19.9%) of the Group’s total sales amount for the same year.

None of the Directors, their respective close associates, or any Shareholder of the Company who, to the knowledge
of the Directors, owns more than 5% of the Company’s issued capital, has any interest in any of the Group's five
largest customers.

During the year ended December 31, 2022, the Group did not experience any significant disputes with its customers.

KEY RELATIONSHIP WITH STAKEHOLDERS

The Group recognizes that various stakeholders including suppliers, employees, Shareholders and other business
associates are key to Group's success. The Group strives to achieve corporate sustainability through engaging,
collaborating, and cultivating strong relationship with them.

Relationship with Our Employees

We endeavor to cultivate talented and loyal employees by treating our employees with dignity, respect and fairness.
We conduct new employee training, as well as professional and compliance training programs for employees. We
enter into employment contracts with our employees to cover matters such as wages, benefits and grounds for
termination. The remuneration package of our employees usually includes salary, bonus and share option incentives,
which are generally determined by their qualifications, industry experience, position and performance. We make
contributions to social insurance and housing provident funds as required by the PRC laws and regulations.

Relationship with Shareholders

We recognize the importance of protecting the interests of the Shareholders and of having effective communication
with them. We believe communication with the Shareholders is a two-way process and have thrived to ensure
the quality and effectiveness of information disclosure, maintain regular dialog with the Shareholders and listen
carefully to the views and feedback from the Shareholders. This has been done through general meetings, corporate
communications, annual reports and results announcements.

BIOGRAPHIES OF THE DIRECTORS AND SENIOR MANAGEMENT

The biographical details of the Directors and the senior management of the Company during the Reporting Period
are set out in “Profiles of Directors and Senior Management” on pages 22 to 28 of this annual report.
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SERVICE CONTRACTS OF THE DIRECTORS

Each of the executive Directors has entered into a service agreement with the Company. The initial term of their
respective service agreements shall commence from the Listing Date and continue for a period of three years and
subject always to re-election as and when required under the Articles of Association, until terminated in accordance
with the terms and conditions of the service agreement or by either party giving to the other not less than 30 days’
prior notice in writing.

Each of Dr. Lian Yong CHEN and Dr. Wei LI, being the non-executive Directors, which has been re-designated from
executive Director to non-executive Director with effect from July 20, 2021, has entered into an appointment letter
with the Company respectively in relation to his appointment as a non-executive Director. Mr. Yanling CAO, being
the non-executive Director and each of Mr. Ting Yuk Anthony WU and Mr. Yiran HUANG, being the independent
non-executive Directors has entered into an appointment letter with the Company respectively. The initial term
for their respective appointment letters shall commence from the Listing Date and continue for a period of three
years and subject always to re-election as and when required under the Articles of Association, until terminated in
accordance with the terms and conditions of the appointment letter or by either party giving to the other not less
than three months’ prior notice in writing.

Ms. Yumeng WANG, being the non-executive Director, has entered into a service agreement with the Company,
with an initial term of three years from March 19, 2021, which is subject to retirement by rotation and re-election at
the AGM pursuant to the Articles of Association, or vacation from office pursuant to any applicable laws from time
to time.

Mr. Zhenyu ZHANG, the newly appointed independent non-executive Director, has entered into an appointment
letter with the Company, with an initial term of three years from April 8, 2022, which is subject to retirement by
rotation and re-election at the AGM pursuant to the Articles of Association, or vacation from office pursuant to any
applicable laws from time to time.

In accordance with the Articles of Association, all Directors are subject to retirement by rotation at least once every
three years and any new Director appointed to fill a casual vacancy shall submit himself/herself for re-election by
Shareholders at the first general meeting of the Company after appointment and any new Director appointed as an
addition to the Board shall submit himself/herself for re-election by the Shareholders at the next following AGM after
appointment.

None of the Directors proposed for re-election at the forthcoming AGM has a service contract with the Company
or any member of the Group which is not determinable by the employer within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in this annual report, at no time during the year ended December 31, 2022 was the Company
or any of its subsidiaries a party to any arrangements to enable the Directors to acquire benefits by means of the
acquisition of Shares in, or debentures of, the Company or any other body corporate; and none of the Directors, or
any of their spouse or children under the age of 18, had any right to subscribe for equity or debt securities of the
Company or any other body corporate, or had exercised any such right.
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REMUNERATION OF THE DIRECTORS AND FIVE HIGHEST PAID
INDIVIDUALS

In compliance with Rule 3.25 of the Listing Rules and the CG Code, the Company has established the Remuneration
Committee to formulate remuneration policies. The remuneration is determined and recommended based on each
Director's and senior management personnel’s qualification, position and seniority. As for the independent non-
executive Directors, their remuneration is determined by the Board upon recommendation from the Remuneration
Committee. The Directors and the senior management personnel are eligible participants of the ESOP, the RSU
Scheme, the 2021 Share Option Scheme and the 2021 Share Award Scheme.

Details of the remuneration of the Directors, chief executive officer and the five highest paid individuals for the
Reporting Period are set out in Note 11 to the consolidated financial statements. During the Reporting Period,
there was no emoluments paid by the Group to any of the Directors, chief executive officer or the five highest paid
individuals as an inducement to join, or upon joining the Group, or as compensation for loss of office.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR
CONTRACT OF SIGNIFICANCE

Save as disclosed in this annual report, none of the Directors nor any entity connected with the Directors had a
material interest, either directly or indirectly, in any transaction, arrangement or contract of significance, whether
for the provision of services or otherwise, to the Group to which the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party subsisting during or at the end of the year ended December 31, 2022.

CONTROLLING SHAREHOLDERS’ INTERESTS IN CONTRACT OF
SIGNIFICANCE

Save as disclosed in this annual report, no controlling Shareholders or their subsidiaries had a material interest, either
directly or indirectly, in any contract of significance, whether for the provision of services or otherwise, to the Group
to which the Company or any of its subsidiaries or fellow subsidiaries was a party subsisting during or at the end of
the year ended December 31, 2022.

DIRECTORS INTERESTS IN COMPETING BUSINESS

Save as disclosed in the Prospectus and save for their respective interests in the Group, none of the Directors and the
controlling Shareholders was interested in any business which competes or is likely to compete, directly or indirectly,
with the businesses of the Group for the year ended December 31, 2022.

From time to time our non-executive Directors may serve on the boards of both private and public companies within
the broader healthcare and biopharmaceutical industries. However, as these non-executive Directors are neither our
controlling Shareholders nor members of our executive management team, we do not believe that their interests in
such companies as directors would render us incapable of carrying on our business independently from the other
companies in which they may hold directorships from time to time.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of the business of
the Company was entered or existed during the year ended December 31, 2022.
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RELATED PARTY TRANSACTIONS AND CONNECTED TRANSACTION

Details on related party transactions for the year ended December 31, 2022 are set out in Note 32 to the
consolidated financial statements.

On September 9, 2022, the Company granted a total of 4,457,000 awards Shares to Mr. Ye LIU (“Mr. Liu") and
Dr. Zhaopeng HU (“Dr. Hu") in accordance with 2021 Share Award Scheme, respectively, for nil consideration and
as employee incentive to maximize the motivation of them, which was further approved by the Shareholders on
November 25, 2022. Each of Mr. Liu and Dr. Hu is an executive Director and therefore a connected person of the
Company. The aforesaid grants therefore constitute non-exempt connected transactions of the Company under
Chapter 14A of the Listing Rules and are subject to reporting, announcement and the independent Shareholders’
approval requirements under the then effective Listing Rules. For further details of the grants under the 2021 Share
Award Scheme, please refer the Company’s announcement dated September 9, 2022, the circular dated November 4,
2022 and the poll results announcement of the extraordinary general meeting of the Company dated November 25,
2022.

Save as disclosed above, (i) none of the related party transactions constitute a connected transaction or continuing
connected transaction which is subject to the Shareholders’ approval, annual review and all disclosure requirements
under Chapter 14A of the Listing Rules; and (ii) there was no connected transaction nor continuing connected
transaction of the Group which has to be disclosed in accordance with the Chapter 14A of the Listing Rules during
the Reporting Period.

DIRECTORS AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY ORITS
ASSOCIATED CORPORATIONS

As of December 31, 2022, the interests and short positions of the Directors or chief executive of our Company in any
of the Shares, underlying Shares and debentures of our Company or its associated corporation (within the meaning
of Part XV of the SFO), which have been notified to the Company and the Stock Exchange pursuant to Division 7
and 8 of Part XV of SFO (including any interest or short positions which they are taken or deemed to have under
such provisions of the SFO) or which were recorded in the register required to be kept by the Company pursuant to
Section 352 of the SFO, or otherwise notified to the Company and the Stock Exchange pursuant to the Model Code
were as follows:

Interests in Shares or underlying Shares of the Company

Approximate
percentage of

Number of Shares/ shareholding
Name of Director Nature of interest underlying Shares interest®
Mr. Ye LIU Beneficial owner 76,113,490 11.05%
Dr. Zhaopeng HU Beneficial owner 4,256,931@ 0.61%
Notes.
(1) Including (i) a total of 20,312,855 Shares directly held by him; (ii) 21,643,710 options that have been granted yet unexercised under the ESOP;

(iii) RSUs representing 11,150,050 Shares upon vesting that have been granted yet unsettled under the RSU Scheme; (iv) 10,828,000 options
that have been granted yet unexercised under the 2021 Share Option Scheme; and (v) 12,178,875 awards that have been granted yet unvested
under the 2021 Share Award Scheme.

(2) Including (i) a total of 3,434,693 Shares directly held by him and as a result of the exercise of share options pursuant to the ESOP and the
settlement of RSUs vested in him pursuant to the RSU Scheme; (i) RSUs representing 270,738 Shares upon vesting that have been granted yet
unsettled under the RSU Scheme; (iii) 287,000 options that have been granted yet unexercised under the 2021 Share Option Scheme; and (iv)
264,500 awards that have been granted yet unvested under the 2021 Share Award Scheme.

(3) The calculation is based on the total number of 688,736,795 Shares in issue as of December 31, 2022.
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Save as disclosed above, as of December 31, 2022, so far as it was known to the Directors or chief executive of the
Company, none of the Directors or chief executive of the Company had interests or short positions in the Shares,
underlying Shares and debentures of the Company or its associated corporations as recorded in the register required
to be kept, pursuant to Section 352 of the SFO; or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY

As of December 31, 2022, so far as the Directors are aware, the following persons (other than the Directors or
chief executive of the Company) had or were deemed or taken to have interests or short positions in the Shares or
underlying Shares of the Company which would fall to be disclosed to the Company and the Stock Exchange under
the provision of Divisions 2 and 3 of Part XV of the SFO or which were recorded in the register required to be kept

by the Company pursuant to Section 336 of the SFO:

Interests in the Shares or underlying Shares of the Company

Total number

of Shares/ Approximate
underlying  percentage in

Name of Shareholders Nature of interest Shares shareholding®
6 Dimensions Capital (Note 7) Beneficial interest 119,890,000 17.41%
6 Dimensions Affiliates (Note 1) Beneficial interest 6,310,000 0.92%
6 Dimensions Capital GP, LLC (Note 1) Interest in controlled corporation 126,200,000 18.32%
Suzhou Frontline Il (Note 2) Beneficial interest 88,340,000 12.83%
Suzhou Fuyan Venture Capital Management Interest in controlled corporation 88,340,000 12.83%

Partnership (Limited Partnership)

FHEMNELEIXREEREREE (BRER)) (Note 2)
Suzhou 6 Dimensions (Note 2) Beneficial interest 37,860,000 5.50%
Suzhou Tongyu Investment Management Interest in controlled corporation 37,860,000 5.50%

Partnership (Limited Partnership)

FHMNBRREEREREE (BRER)) (Note 2)
Suzhou Yunchang Investment Consulting Co., Ltd. Interest in controlled corporation 126,200,000 18.32%

FHEMNBRIZREBAERATF) (Note 2)
Ziging CHEN (fR%8]) (Note 2) Interest in controlled corporation 126,200,000 18.32%
Summer Iris Limited (Note 3) Beneficial interest 78,214,230 11.36%
Boyu Capital Fund IV, L.P. (Note 3) Interest in controlled corporation 78,214,230 11.36%
Boyu Capital General Partner IV, Ltd. (Note 3) Interest in controlled corporation 78,214,230 11.36%
Boyu Capital Group Holdings Ltd. (Note 3) (Note 4) Interest in controlled corporation 81,629,730 11.85%
TLS Beta Pte. Ltd. (Note 5) Beneficial interest 54,169,400 7.87%
Temasek Life Sciences Private Limited (Note 5) Interest in controlled corporation 54,169,400 7.87%
Fullerton Management Pte Ltd (Note 5) Interest in controlled corporation 54,169,400 7.87%
Temasek Holdings (Private) Limited (Note 5) (Note 6) Interest in controlled corporation 59,446,400 8.63%
Capital Research and Management Company (Note 7)  Beneficial interest 47,080,966 6.84%
The Capital Group Companies, Inc. (Note 7) Interest in controlled corporation 47,080,966 6.84%
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Notes:

(1) For the purpose of the SFO, 6 Dimensions Capital GP, LLC, as the general partner of each of 6 Dimensions Capital and 6 Dimensions Affiliates,
is deemed to have an interest in the Shares held by each of 6 Dimensions Capital and 6 Dimensions Affiliates.

2) Suzhou Fuyan Venture Capital Management Partnership (Limited Partnership) (FAMEHBIEREERAELE (BRAE)) is the general
partner of Suzhou Frontline Il. Suzhou Tongyu Investment Management Partnership (Limited Partnership) (BkIiBSIIEEEREEB L% (AR
A%)) is the general partner of Suzhou 6 Dimensions. Suzhou Yunchang Investment Consulting Co., Ltd. (#/NZERIZREZXAAR AT is the

=L

general partner of each of Suzhou Fuyan Venture Capital Management Partnership (Limited Partnership) (/N & HAI ¥R EER AR E (AR
A%#)) and Suzhou Tongyu Investment Management Partnership (Limited Partnership) (MBS EERBAELE (BRAE)), and is wholly
held by Ziging CHEN (FRHEHD). Ziging CHEN (BR%EHD) is the father-in-law of Dr. Lian Yong CHEN, the Chairman and non-executive Director of
our Company.

For the purpose of the SFO, (i) Suzhou Fuyan Venture Capital Management Partnership (Limited Partnership) (B B BIE R EER A B %
(BRA&%)) is deemed to have an interest in the Shares held by Suzhou Frontline Il; (i) Suzhou Tongyu Investment Management Partnership
(Limited Partnership) (BfMBSEEER AR LE (BRAE)) is deemed to have an interest in the Shares held by Suzhou 6 Dimensions; and (iii)
Ziging CHEN (PR#%£%) and Suzhou Yunchang Investment Consulting Co., Ltd. (BR/MNZARIZE#AABR A A]) are deemed to have an interest in
the Shares held by each of Suzhou Frontline Il and Suzhou 6 Dimensions.

(3) For the purpose of the SFO, each of Boyu Capital Fund IV, L.P. (as the sole shareholder of Summer Iris Limited), Boyu Capital General Partner
IV, Ltd. (as the general partner of Boyu Capital Fund IV, L.P.) and Boyu Capital Group Holdings Ltd. (as the sole shareholder of Boyu Capital
General Partner IV, Ltd.) is deemed to have an interest in the 78,214,230 Shares held by Summer Iris Limited.

(4) For the purpose of the SFO, Boyu Capital Group Holdings Ltd. is deemed to have an interest in the 3,415,500 Shares held by Boyu Capital
Opportunities Master Fund, as Boyu Capital Opportunities Master Fund is managed by Boyu Capital Investment Management Limited, which in
turn is ultimately controlled by Boyu Capital Group Holdings Ltd.

(5) TLS Beta Pte. Ltd. is a wholly-owned subsidiary of Temasek Life Sciences Private Limited, which is in turn a wholly-owned subsidiary of Fullerton
Management Pte Ltd, which is in turn a wholly-owned subsidiary of Temasek Holdings (Private) Limited. Under the SFO, Temasek Life Sciences
Private Limited, Fullerton Management Pte Ltd and Temasek Holdings (Private) Limited are deemed to be interested in the 54,169,400 Shares
held by TLS Beta Pte. Ltd.

(6) For the purpose of the SFO, Temasek Holdings (Private) Limited is deemed to have an interest in the 5,277,000 Shares held by Aranda
Investments Pte. Ltd., which in turn is ultimately controlled by Temasek Holdings (Private) Limited.

(7) Capital Research and Management Company is a wholly-owned subsidiary of The Capital Group Companies, Inc. For the purpose of the
SFO, The Capital Group Companies, Inc. is deemed to have an interest in the 47,080,966 Shares held by Capital Research and Management
Company.

(8) The calculation is based on the total number of 688,736,795 Shares in issue as of December 31, 2022.

Save as disclosed above, as of December 31, 2022, the Company has not been notified of any other relevant
interests or short positions in the issued share capital of the Company, other than the Directors and chief executive
of the Company, which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register required to be kept by the Company under Section 336 of the
SFO.

SHARE SCHEMES

During the year ended December 31, 2022 and up to the date of this annual report, we have four share schemes in
effect which were required to be disclosed under the requirements of Chapter 17 of the Listing Rules.

ESOP

The ESOP was adopted by the Company on May 23, 2018 and amended from time to time. Subject to the terms of
the ESOP, the Board may at its discretion specify any conditions which must satisfied before the option(s) under the
ESOP may be exercised. Further details of the ESOP are set out in the Prospectus and Note 29(b) to the consolidated
financial statements.
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Principal Terms of the ESOP
Below is a summary of the terms of the ESOP:

Purpose

The purpose of the ESOP is to recognize the contributions of the Directors and employees and to incentivize them
to further promote the development of the Group by providing a means through which the Company may grant
options to attract, motivate, retain and reward certain eligible employees.

Participants

Any employee, officer, Director, contractor, advisor or consultant of the Group who is notified by the Board that
he or she is an eligible employee by reason of their contribution to the Group is entitled to be offered and granted
options.

Maximum number of Shares available for issue

The maximum number of Shares in respect of which options may be granted under this plan shall not, subject to
reorganization of capital structuring and other corporate events provisions under the plan, exceed 60,328,890 Shares
in the aggregate, representing approximately 8.76% of the total issued Shares of the Company as of the date of this
annual report, being 688,736,795 Shares.

Maximum entitlement of each participant

No employee shall be granted an option which, if exercised in full, would result in such employee becoming entitled
to subscribe for such number of Shares as, when aggregated with the total number of Shares already issued under
all the options previously granted to him which have been exercised, and, issuable under all the options previously
granted to him which are for the time being subsisting and unexercised, would exceed ten percent of the aggregate
number of Shares for the time being issued and issuable under this plan.

Option period
An option may be exercised in accordance with the offer letter and the rules under the ESOP at any time during the
option period as specified by the Board in relation to each such option in its terms of grant.

Vesting period

Unless otherwise approved by the Board and set forth in an offer letter, the vesting schedule shall be a 60-month
vesting schedule consisting of a cliff vesting of twenty percent (20%) after twelve (12) months from the vesting
commencement date and, thereafter, quarterly vesting of equal instalments over the remaining sixteen (16) quarters.
In case of a listing, the vesting schedule of the unvested option shall be accelerated by 50%.

Subscription Price

The subscription price shall be approved by the Board and shall be set out in the offer letter. A grantee is not
required to pay for the grant of any option.

Basis of determining the exercise price of options
No basis of determining the exercise price of options granted was specified in the terms of the ESOP.

Remaining life
The ESOP shall be valid and effective for a period of 10 years commencing on the adoption date, after which period
no further options will be granted, but the provisions of the ESOP shall in all other respects remain in full force and
effect and the grantees may exercise the options in accordance with the terms upon which the options are granted.
The Company shall not grant any options under the ESOP after the Listing. The remaining life of the ESOP is until
May 23, 2028.
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Movements in the Options under the ESOP

Details of the options granted under the ESOP and their movements during the year ended December 31, 2022 are

as follows:
Number of
Shares Number of ~ Number of Shares
underlying Number of ~ options canceled/ underlying
outstanding ~ options exercised  forfeited/lapsed outstanding
Name of Vesting Exercise Exercise price options as of during the during the options as of
grantee Date of grant period period (USS per Share) ~ January 1,2022  Reporting Period  Reporting Period  December 31, 2022
Directors
Mr. Ye LIU Between Note 1) Until Between 21,643,710 0 0 21,643,710
August 28, 2018 May 23, 2028 0.001100.188
to January 22, 2020
Dr. Zhaopeng HU  Between Note 2) Unil Between 317,250 3172508 0 0
January 22, 2019 July 10, 2022 0.01t00.188
to January 22, 2020
Other grantees in  Between Note 4) (Note 4) Between 9,181,227 7,016,370 1141230 2,050,734
aggregate” August 28, 2018 0.001 t0 0.201
t0 January 22, 2020
Total 31,142,187 7,333,6200 114,123 23,694,444
Notes:

7)

Save

All the options granted to Mr. Liu under the ESOP have been vested to him. The options vested to Mr. Liu are exercisable before May 23, 2028.

All the options granted to Dr. Hu under the ESOP have been vested to him and all the options vested to him under the ESOP have been
exercised.

During the Reporting Period, Dr. Hu exercised 317,250 options under the ESOP for the subscription of 317,250 Shares, among which 18,750
Shares were subsequently sold. The weighted average closing price of the Shares immediately before the dates on which the options were
exercised by Dr. Hu during the Reporting Period was HK$13.74 per Share.

The vesting schedule shall be a 60-month vesting schedule consisting of a cliff vesting of twenty percent (20%) after twelve (12) months from
the vesting commencement date and, thereafter, quarterly vesting of equal instalments over the remaining sixteen (16) quarters. In case of
a listing, the vesting schedule of the unvested option shall be accelerated by 50%. The options are exercisable until the later of (i) second
anniversary of the Listing Date; or (ii) three months following the options are fully-vested in accordance with the vesting schedule.

During the Reporting Period, 7,016,370 options under the ESOP had been exercised by other grantees for the subscription of 7,016,370 Shares.
The weighted average closing price of such Shares immediately before the dates on which these options were exercised during the Reporting
Period was HK$10.78 per Share.

During the Reporting Period, 7,333,620 options under the ESOP had been exercised for the subscription of 7,333,620 Shares. The weighted
average closing price of the Shares immediately before the dates on which these options were exercised during the Reporting Period was
HK$10.91 per Share. 114,123 options had been forfeited and subsequently lapsed due to resignation of the relevant employees and nil option
had been canceled. Since the Listing and as of December 31, 2022, a total of 633,771 options under the ESOP had been forfeited.

Other grantees are all employees of the Company (other than the Directors) who entered into valid employment contracts with the Company.

as disclosed above, no option had been granted or agreed to be granted, exercised, canceled or lapsed under

the ESOP throughout the year ended December 31, 2022.

Details of the option pricing model and details of the significant assumptions and inputs used in the pricing model as
well as the explanation of how these significant assumptions and inputs were determined are set out in note 29(b)
to the Consolidated Financial Statements in this annual report.
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RSU Scheme

The RSU Scheme was approved by the Shareholders on April 28, 2020. Subject to the terms of the RSU Scheme, the
Board may at its discretion specify any terms and conditions of the grant of RSUs to eligible participants. Further
details of the RSU Scheme are set out in the Prospectus.

Principal Terms of the RSU Scheme

Below is a summary of the terms of the RSU Scheme:

Purpose

The purpose of the RSU Scheme is to recognize the contributions of the Directors, employees and any consultant or
adviser of the Group and to incentivize them to further promote the development of the Group.

Participants

Any employee, officer, director, contractor, advisor or consultant of the Group who is notified by the Board that he
or she is an eligible participant by reason of their contribution to the Group.

Maximum number of Shares available for issue

Pursuant to the RSU Scheme, an aggregate of 24,000,000 underlying Shares were issued to Coral Incentivization,
representing an aggregate of 3.50% of the total issued Shares the Company as of the date of this annual report. The
maximum number of Shares in respect of which RSUs may be granted under the plan shall not exceed 24,000,000
Shares in the aggregate. As of the date of this annual report, 1,511,829 issued Shares are available for grant to the
Directors, employees and any consultant or adviser of the Group under the RSU Scheme, representing approximately
0.22% of the issued Shares of the Company as of the same date, subject to the Scheme Mandate Limit as below.

On November 25, 2022, the Shareholders approved and confirmed the refreshment of the Scheme Mandate Limit
to 53,424,000 Shares, being approximately 7.95% of the total Shares in issue as of such date of approval rounded
down to nearest whole board lot of 500 Shares. Such Scheme Mandate Limit is applicable to all share schemes of
the Company (including the RSU Scheme). As of the date of this annual report, under the Scheme Mandate Limit,
39,201,358 Shares are available for issue under all share schemes of the Company, representing approximately
5.69% of the total issued share capital of our Company as of the same date, being 688,736,795 Shares.

Maximum entitlement of each participant

Subject to the maximum number of Shares in respect of which RSUs may be granted under the plan as set out
above, the RSU Scheme contains no provisions on the maximum entitlement of each participant.

Vesting period

Unless otherwise approved by the Board and set forth in an offer letter, the vesting schedule shall be a 60-month
vesting schedule consisting of a cliff vesting of twenty percent (20%) after twelve (12) months from the vesting
commencement date and, thereafter, quarterly vesting of equal instalments over the remaining sixteen (16) quarters.
The vesting schedule for RSUs for the grantee shall be set forth in the offer letter to such grantee for such RSUs.

Subscription Price

The consideration payable by the grantee for RSUs shall be set forth in the offer letter to such grantee for such RSUs.

Basis of determining the purchase price of RSUs

At the time of grant of RSUs, the Board will determine the consideration, if any, to be paid by the Grantee upon
delivery of each Share subject to the RSUs. The consideration to be paid (if any) by the grantee for each Share subject
to an RSU shall be set forth in the offer letter for such RSUs and may be paid in any form of legal consideration that
may be acceptable to the Board, in its sole discretion, and permissible under applicable law. RSUs may be awarded
for nil consideration if permitted under applicable law.
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Remaining life

The RSU Scheme shall be valid and effective for a period of 10 years commencing on the adoption date, after which
period no further RSUs will be granted, but the provisions of the RSU Scheme shall in all other respects remain in full
force and effect and the RSUs shall be settled in accordance with the terms upon which the RSUs are granted. The
remaining life of the RSU Scheme is until April 27, 2030.

Movements in the RSUs under the RSU Scheme

Details of the RSUs granted under the RSU Scheme and their movements during the year ended December 31, 2022
are as follows:

Number of
Number of Shares Number of Number of
Shares underlying Shares Number of Shares
underlying RSUs granted underlying RSUs canceled/ underlying
unvested during the RSUs vested forfeited unvested
Vesting ~ Purchase price RSUs as of Reporting during the during the RSUs as of

Category and name of grantee Date of grant period (USS per Share) January 1, 2022 Period  Reporting Period  Reporting Period  December 31, 2022

Directors

Mr. YeLlU Apri 30, 2020 (Note 1) 0.188 11,990,050 0 840,000 0 11,150,050

Dr. Zhaopeng HU April 30, 2020 (Note 1) 0.188 676,845 0 406,107 0 210,738

External consultant of the Group September 9,202 (Note J) 0.188 0 300,000° 0 0 300,000

Other grantees in aggregate April 30, 2020 (ot 1) Between 5,855,429 0 3,048.833 344,785% 246181

and June 15, 2020 0.188 10 0.201

Total 18,522,304 300,000 4,294,940 34,7857 14,182,599

Notes:

(1) The vesting schedule is a 60-month vesting schedule consisting of a cliff vesting of 20 percent after 12 months from the vesting
commencement date and, thereafter, quarterly vesting of equal instalments over the remaining 16 quarters.

(2) The vesting schedule is a 60-month vesting schedule consisting of a cliff vesting of 20 percent after 12 months from the vesting
commencement date and, thereafter, quarterly vesting of equal instalments over the remaining 16 quarters, subject generally to the grantee
continuing to be a consultant of the Group through each such date.

(3) During the Reporting Period, 344,785 RSUs under the RSU Scheme had been forfeited and subsequently lapsed due to resignation of the
relevant employees and nil RSU had been canceled. The Company had granted RSUs representing 23,166,920 Shares upon vesting under the
RSU Scheme, among which RSUs representing 678,749 Shares upon vesting have been forfeited as of December 31, 2022.

(4) Other grantees are all employees of the Company (other than the Directors) who entered into valid employment contracts with the Company.

(5) On September 9, 2022, the grant of 300,000 RSUs to an external consultant of the Group was approved by the Board. The closing price of the

Shares immediately before the date of grant as quoted on the Stock Exchange was HK$10.44 per Share. Details of the fair value of the RSUs
at the date of grant and the accounting standard and policy adopted are set out in note 29(c) to the Consolidated Financial Statements in this
annual report.

Save as disclosed above, no RSU has been granted under the RSU Scheme throughout the year ended December 31,
2022.

Details of the basis for fair value measurement and information on whether and how the features of the RSUs are
incorporated into the measurement of fair value are set out in note 29(c) to the Consolidated Financial Statements in
this annual report.
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2021 Share Option Scheme

The 2021 Share Option Scheme was adopted by the Company on August 31, 2021 and amended from time to time.
Subject to the terms of the 2021 Share Option Scheme, the Board may at its discretion specify any conditions which
must satisfied before the option(s) under the 2021 Share Option Scheme may be exercised. Further details of the
2021 Share Option Scheme are set out in the circular of the Company dated August 11, 2021 and Note 29(d) to the
consolidated financial statements in this annual report.

Principal Terms of the 2021 Share Option Scheme

Below is a summary of the terms of the 2021 Share Option Scheme:

Purpose

The purpose of the 2021 Share Option Scheme is to provide incentive or reward to the eligible persons for their
contribution to, and continuing efforts to promote the interests of, the Group, and to incentivize them to remain
with the Group, as well as for such other purposes as the Board may approve from time to time.

Participants

The eligible persons of 2021 Share Option Scheme include: (a) any employee of the Company or any of its
subsidiaries; (b) any staff, advisor (professional or otherwise), consultant, agent or business partner that the
Company deems important to provide support to the Group; and (c) any director (including executive, non- executive
and independent directors) of the Group. The basis of eligibility of any of the above classes of eligible person of
2021 Share Option Scheme to the grant of any Options shall be determined by the Board from time to time on the
basis of their contribution to the development and growth of the Group.

Maximum number of Shares available for issue

The aggregate number of Shares which may be issued upon exercise of all options under the 2021 Share Option
Scheme shall not, in aggregate, exceed 63,120,538 Shares. The aggregate number of Shares which may be issued
upon exercise of all options under the 2021 Share Option Scheme and any new share option scheme of the
Company which may be adopted hereinafter, shall not, in aggregate, exceed 10% of the total number of Shares
in issue as of the date of adoption of the 2021 Share Option Scheme or any new share option scheme (as the case
may be). The maximum aggregate number of Shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the 2021 Share Option Scheme and any other share option schemes of the
Company, must not, in aggregate, exceed 30% of the total number of Shares in issue from time to time. As of the
date of this annual report, 36,636,937 issued Shares are available for grant to the Directors, employees and any
consultant or adviser of the Group under the 2021 Share Option Scheme, representing approximately 5.32% of the
issued Shares of the Company as of the same date, subject to the Scheme Mandate Limit as below.

On November 25, 2022, the Shareholders approved and confirmed the refreshment of the Scheme Mandate Limit
to 53,424,000 Shares, being approximately 7.95% of the total Shares in issue as of such date of approval rounded
down to nearest whole board lot of 500 Shares. Such Scheme Mandate Limit is applicable to all share schemes of
the Company (including the 2021 Share Option Scheme). As of the date of this annual report, under the Scheme
Mandate Limit, 39,201,358 Shares are available for issue under all share schemes of the Company, representing
approximately 5.69% of the total issued share capital of our Company as of the same date, being 688,736,795
Shares.
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Maximum entitlement of each participant

No option shall be granted to any eligible person if, at the relevant time of grant, the number of relevant Shares
underlying the options would exceed 1% of the total number of Shares in issue at such time within any 12-month
period, unless approved by the Shareholders.

Option period

The option shall be exercised in any event not later than the last day of the 10-year period after the date of grant
of the option (subject to early termination due to the occurrences stipulated in relevant provisions in the 2021
Share Option Scheme, including, among others, (a) termination, expiry or no renewal of the grantee’s employment
contract; (b) retirement, death or becoming seriously ill or injured of the grantee which renders him/her unfit to
continue performing the duties under the employment contract; and (c) conducting any act of grave misconduct
or willful default or willful neglect in the discharge of his/her duties, carrying out fraudulent activity, appropriating
assets of the Group, or seriously violating the agreements with the Group). Subject to the above, in all other
respects, in particular, in respect of options remaining outstanding on the expiration of the 10 year period, the
provisions of the 2021 Share Option Scheme shall remain in full force and effect.

Vesting period

Subject to the rules of the 2021 Share Option Scheme, the Listing Rules and any applicable law and regulations, the
Board and the committee of the Board or person(s) to which the Board has delegated its authority shall have the
power from time to time to decide the vesting schedule of the option.

Subscription Price

The Board shall specify in the offer letter that no amount shall be payable on application or acceptance of the option
and the period within which payments or calls must or may be made or loans for such purposes must be repaid.

Basis of determining the exercise price of options

The price at which each Share subject to an option may be subscribed for on the exercise of that option shall be a
price solely determined by the Board and notified to an eligible person of the 2021 Share Option Scheme and shall
be at least the highest of: (a) the closing price of the Shares as stated in the Stock Exchange’s daily quotations sheet
on the offer date, which must be a business day; (b) the average of the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheets for the five business days immediately preceding the offer date; and (c) the
nominal value of the Shares.

Remaining life

The 2021 Share Option Scheme shall be valid and effective for a period of ten (10) years commencing on August
31, 2021, being the adoption date, after which period no further options shall be granted, but the provisions of the
2021 Share Option Scheme shall in all other respects remain in full force and effect and the grantees may exercise
the options in accordance with the terms upon which the options are granted. The remaining life of the 2021 Share
Option Scheme is until August 30, 2031.
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Movements in Options under the 2021 Share Option Scheme

Details of the options granted under the 2021 Share Option Scheme and their movements during the year ended
December 31, 2022 are as follows:

Number of Number of Shares

Shares underlying Number of Number of - Number of options underlying

outstanding options granted  options exercised  canceled/forfeited/ outstanding

Vesting  Exercise  Exercise price options as of during the during the ~lapsed during the options as of

Name of grantee Date of grant period  period  (HKS perShare)  January 1,2022  Reporting Period  Reporting Period  Reporting Period  December 31, 2022

Directors

Mr. Ye LIU

July 2, 2021 and Mot ?) (Mot 1) HKS27.43 and 8,668,000 2,160,000 0 0 10,828,000
September 9, 2022 HK§11.41

Dr. Zhaopeng HU September 30, 2021 and (Mote2)  (Note2)  HK$19.07 and 150,000 13700087 0 0 287,000

September 9, 2022 HK§11.41

Other grantees in aggregate®  September 30, 2001and ~ (Mote3)  (Moe3)  HK$19.07 and 5,232,561 10,763,000 0 545,119 15,450,450

September 9, 2022 HK$11.41

Total

14,050,561 13,060,000 0 545,119 26,565,450

Notes:

The options granted to Mr. Liu on July 2, 2021 shall vest in him as follows: (a) 25% of the options shall vest on the first anniversary of the
date of grant; (b) 25% of the options shall vest in four equal installments (with each installment vesting at the end of each quarter) during
the period from the first anniversary of the date of grant to the second anniversary of the date of grant; (c) 25% of the options shall vest in
four equal installments (with each installment vesting at the end of each quarter) during the period from the second anniversary of the date of
grant to the third anniversary of the the date of grant; and (d) 25% of the options shall vest in four equal installments (with each installment
vesting at the end of each quarter) during the period from the third anniversary of the date of grant to the fourth anniversary of the date of
grant. The exercise of the option to be granted is not subject to any performance targets.

The options granted to Mr. Liu on September 9, 2022 shall vest in him as follows: (a) 25% of the options shall vest immediately on the date of
grant; (b) 25% of the options shall vest on the first anniversary of the date of grant, conditional upon the achievement of certain performance
targets relating to the overall performance of the Company as set out in the grant letter entered into between Mr. Liu and the Company,
including R&D and registration progress of drug candidates, marketing and sales of commercialized products, daily operation and management
of the Group. Partial achievement of the performance targets will result in proportionate vesting at the Board's discretion; (c) 25% of the
options shall vest on the second anniversary of the date of grant, conditional upon the performance targets to be achieved by the Company
and/or Mr. Liu, which shall be determined by the Board in due course; and (d) 25% of the options shall vest on the third anniversary of the
date of grant, conditional upon the performance targets to be achieved by the Company and/or Mr. Liu, which shall be determined by the
Board in due course.

Subject to the above, an option may be exercised by Mr. Liu (or his personal representatives) at any time during the option period, which is in
any event not later than the last day of the 10-year period after the date of grant of the option.

The options granted to Dr. Hu on September 30, 2021 and September 9, 2022 shall vest in him as follows: (a) 10% of the options shall vest
on the first anniversary of the date of grant; (b) 20% of the options shall vest in four equal installments (with each installment vesting at the
end of each quarter) during the period from the first anniversary of the date of grant to the second anniversary of the date of grant; (c) 30%
of the options shall vest in four equal installments (with each installment vesting at the end of each quarter) during the period from the second
anniversary of the date of grant to the third anniversary of the date of grant; and (d) 40% of the options shall vest in four equal installments
(with each installment vesting at the end of each quarter) during the period from the third anniversary of the date of grant to the fourth
anniversary of the date of grant.

For the grant of options on September 30, 2021, the vesting of the options is conditional upon the completion of the performance targets as
set out in the grant letters entered into between Dr. Hu and the Company.

For the grant of options on September 9, 2022, the vesting of the options granted to Dr. Hu is conditional upon the achievement of the
performance targets by Dr. Hu set out in his/her grant letter entered into between Dr. Hu and the Company, partial achievement of which will
result in proportionate vesting.

Subject to the above, an option may be exercised by Dr. Hu (or his personal representatives) at any time during the option period, which is in
any event not later than the last day of the 10-year period after the date of grant of the option.
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The vesting period and exercise period for other grantees under the 2021 Share Option Scheme is the same as those of Dr. Hu's as set out in
note (2) above.

For the grant of options on September 30, 2021, the vesting of the options is conditional upon the completion of the performance targets as
set out in the grant letters entered into between the grantees and the Company.

For the grant of options on September 9, 2022, the vesting of the options granted to other grantees is conditional upon the achievement
of the performance targets by relevant grantee set out in his/her grant letter entered into between such grantee and the Company, partial
achievement of which will result in proportionate vesting.

Subject to the above, an option may be exercised by the grantee (or his or her personal representatives) at any time during the option period,
which is in any event not later than the last day of the 10-year period after the date of grant of the option.

On September 9, 2022, the grant of a total of 2,160,000 options to Mr. Liu was approved by the Board. The closing price of the Shares
immediately before the date of grant as quoted on the Stock Exchange was HK$10.44 per Share.

On September 9, 2022, the grant of a total of 137,000 options to Dr. Hu was approved by the Board. The closing price of the Shares
immediately before the date of grant as quoted on the Stock Exchange was HK$10.44 per Share.

On September 9, 2022, the grant of a total of 10,763,000 options were granted to other 298 grantees, who are all employees of the Group,
was approved by the Board. The closing price of the Shares immediately before the date of grant as quoted on the Stock Exchange was
HK$10.44 per Share.

Details of the fair value of the options at the date of grant and the accounting standard and policy adopted are set out in note 29(d) to the
Consolidated Financial Statements in this annual report.

Other grantees are all employees of the Company (other than the Directors) who entered into valid employment contracts with the Company.

During the Reporting Period, 545,111 options under the 2021 Share Option Scheme had been forfeited and subsequently lapsed due to
resignation of the relevant employees and nil option had been canceled.

Save as disclosed above, no option had been granted or agreed to be granted, exercised, canceled or lapsed under
the 2021 Share Option Scheme throughout the year ended December 31, 2022.

Details of the option pricing model and details of the significant assumptions and inputs used in the pricing model as
well as the explanation of how these significant assumptions and inputs were determined are set out in note 29(d)
to the Consolidated Financial Statements in this annual report.

2021 Share Award Scheme

The 2021 Share Award Scheme was approved by the Company on July 2, 2021. Further details of the 2021 Share
Award Scheme are set out in the circular of the Company dated August 11, 2021.

Principal Terms of the 2021 Share Award Scheme

Below is a summary of the terms of the 2021 Share Award Scheme:

Purpose

The purpose of the 2021 Share Award Scheme is to align the interests of eligible persons with those of the Group
through ownership of Shares, dividends and other distributions paid on Shares and/or the increase in value of the
Shares and to encourage and retain eligible persons to make contributions to the long-term growth and profits of
the Group.
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Participants

The eligible persons under the 2021 Share Award Scheme include: (a) any employee of the Company or any of
its subsidiaries; (b) any staff, advisor (professional or otherwise), consultant, agent or business partner that the
Company deems important to provide support to the Group; and (c) any director (including executive, non-executive
and independent non-executive directors) of the Group. The basis of eligibility of any of the above classes of
eligible persons to the grant of any awards shall be determined by the Board from time to time on the basis of their
contribution to the development and growth of the Group.

Maximum number of Shares available for issue

The Company shall not make any further awards which will result in the aggregate number of Shares underlying
all grants made pursuant to the 2021 Share Award Scheme (excluding award Shares that have been forfeited in
accordance with the 2021 Share Award Scheme) to exceed 5% of the total number of Shares in issue from time to
time during the period of the 2021 Share Award Scheme. The number of Shares issuable under the Scheme for each
financial year shall not exceed 3% of the total issued share capital of the Company. As of the date of this annual
report, 1,452,814 issued Shares are available for grant to the Directors, employees and any consultant or adviser
of the Group under the 2021 Share Award Scheme, representing approximately 0.21% of the issued Shares of the
Company as of the same date, subject to the Scheme Mandate Limit as below.

On November 25, 2022, the Shareholders approved and confirmed the refreshment of the Scheme Mandate Limit
to 53,424,000 Shares, being approximately 7.95% of the total Shares in issue as of such date of approval rounded
down to nearest whole board lot of 500 Shares. Such Scheme Mandate Limit is applicable to all share schemes of
the Company (including the 2021 Share Award Scheme). As of the date of this annual report, under the Scheme
Mandate Limit, 39,201,358 Shares are available for issue under all share schemes of the Company, representing
approximately 5.69% of the total issued share capital of our Company as of the same date, being 688,736,795
Shares.

Vesting period

The Board or the committee of the Board or person(s) to which the Board delegated its authority may from time
to time while the 2021 Share Award Scheme is in force and subject to all applicable laws, determine such vesting
criteria and conditions or periods for the award to be vested thereunder.

Subscription Price and its basis

The consideration payable by the grantee for award Shares shall be determined by the Board and set forth in the
award letter to such grantee for award Shares.

Remaining life

Unless terminated earlier by the Board in accordance with the Scheme Rules, the 2021 Share Award Scheme is valid
and effective for a period of ten (10) years commencing on the Adoption Date (after which no further awards will be
granted under the 2021 Share Award Scheme), and thereafter for so long as there are any non-vested award Shares
granted hereunder prior to the expiration of the 2021 Share Award Scheme, in order to give effect to the vesting of
such award Shares or otherwise as may be required in accordance with the provisions of the rules of the 2021 Share
Award Scheme.
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Movements in the awards under the 2021 Share Award Scheme

Details of the awards granted under the 2021 Share Award Scheme and their movements during the year ended
December 31, 2022 are as follows:

Number of
Share Number of Number of Number of ~ Number of Share
underlying Share underlying Shares underlying  awards canceled/ underlying
unvested  awards granted awards vested  forfeited/lapsed unvested
Name of Vesting  Purchase price awards as of during the during the during the awards as of
grantee Date of grant period  (HKS per Share)  January 1,2022 Reporting Period  Reporting Period  Reporting Period  December 31, 2022
Directors
Mr. Ye LIU July 2, 2021 and Note 1) 0 13,002,000 4,320,00047 5,143,125¢ 0 12,178,875
September 9, 2022
Dr. Zhaopeng HU July 2, 2021 and Note2) 0 150,000 137,000610 22,5009 0 264,500
September 9, 2022
Other granteesin  September 30,2021 (Mote3) 0 5,232,561 10,763,00067) 720,378 54511102 14,730,072
aggregate™ and September 9,
2022
Total 0 18,384,561 15,220,000 5,886,003 545,110 2,173,447
Notes:

The 13,002,000 award Shares granted to Mr. Liu on July 2, 2021 shall vest in him as follows: (a) 25% of the awards shall vest on the first
anniversary of the date of grant; (b) 25% of the awards shall vest in four equal installments during the period from the first anniversary of the
date of grant to the second anniversary of the date of grant; (c) 25% of the awards shall vest in four equal installments during the period from
the second anniversary of the date of grant to the third anniversary of the date of grant; and (d) 25% of the awards shall vest in four equal
installments during the period from the third anniversary of the date of grant to the fourth anniversary of the date of grant.

The 4,320,000 award Shares granted to Mr. Liu on September 9, 2022 shall vest in him as follows: (a) 25% of the awards shall vest
immediately on the date of grant; (b) 25% of the awards shall vest on the first anniversary of the date of grant, conditional upon the
achievement of certain performance targets relating to the overall performance of the Company as set out in the grant letter entered into
between Mr. Liu and the Company, including R&D and registration progress of drug candidates, marketing and sales of commercialized
products, daily operation and management of the Group; (c) 25% of the awards shall vest on the second anniversary of the date of grant,
conditional upon the performance targets to be achieved by the Company and/or Mr. Liu, which shall be determined by the Board in due
course; and (d) 25% of the awards shall vest on the third anniversary of the date of grant, conditional upon the performance targets to be
achieved by the Company and/or Mr. Liu, which shall be determined by the Board in due course.

The 150,000 award Shares granted to Dr. Hu on September 30, 2021 shall vest in him as follows: (a) 10% of the awards shall vest on the first
anniversary of the date of grant; (b) 20% of the awards shall vest in four equal installments during the period from the first anniversary of the
date of grant to the second anniversary of the date of grant; (c) 30% of the awards shall vest in four equal installments during the period from
the second anniversary of the date of grant to the third anniversary of the date of grant; and (d) 40% of the awards shall vest in four equal
installments during the period from the third anniversary of the date of grant to the fourth anniversary of the date of grant. The vesting of the
awards is conditional upon the completion of the performance targets as set out in the grant letters entered into between the Dr. Hu and the
Company.

The 137,000 award Shares granted to Dr. Hu on September 9, 2022 shall vest in him as follows: (a) 10% of the awards shall vest on the first
anniversary of the date of grant; (b) 20% of the awards shall vest in four equal installments (with each installment vesting at the end of each
quarter) during the period from the first anniversary of the date of grant to the second anniversary of the date of grant; (c) 30% of the awards
shall vest in four equal installments (with each installment vesting at the end of each quarter) during the period from the second anniversary
of the date of grant to the third anniversary of the date of grant; and (d) 40% of the awards shall vest in four equal installments (with each
installment vesting at the end of each quarter) during the period from the third anniversary of the date of grant to the fourth anniversary of
the date of grant. The vesting of the awards to be granted to Dr. Hu is conditional upon the achievement of the performance targets by Dr. Hu
set out in his grant letter entered into between him and the Company, which include targets relating to R&D and registration progress of in-
licensed and in-house developed drug candidates, CMC management and regulatory affairs management.
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The vesting schedule for other grantees to whom are granted award Shares on September 30, 2021 and September 9, 2022 under the 2021
Share Award Scheme is the same as those of Dr. Hu's as set out in note (2) above.

For the grant of awards on September 30, 2021, the vesting of the awards is conditional upon the completion of the performance targets as
set out in the grant letters entered into between the grantees and the Company.

For the grant of awards on September 9, 2022, the vesting of the awards granted to the grantees is conditional upon the achievement of the
performance targets by the grantees set out in his/her grant letter entered into between such grantees and the Company, partial achievement
of which will result in proportionate vesting.

On September 9, 2022, the grant of a total of 4,320,000 award Shares to Mr. Liu was approved by the Board, which was further approval
by the Shareholders on November 25, 2022. The closing price of the Shares immediately before the date of grant as quoted on the Stock
Exchange was HK$10.44 per Share.

On September 9, 2022, the grant of a total of 137,000 award Shares to Dr. Hu was approved by the Board, which was further approval by the
Shareholders on November 25, 2022. The closing price of the Shares immediately before the date of grant as quoted on the Stock Exchange

was HK$10.44 per Share.

On September 9, 2022, the grant of a total of 10,763,000 award Shares to 298 grantees, who are all employees of the Group, was approved
by the Board. The closing price of the Shares immediately before the date of grant as quoted on the Stock Exchange was HK$10.44 per Share.

Details of the fair value of the awards at the date of grant and the accounting standard and policy adopted are set out in note 29(e) to the
Consolidated Financial Statements in this annual report.

The weighted average closing price of the Shares immediately before the dates on which the awards were vested to Mr. Liu during the
Reporting Period was HK$12.68 per Share.

The weighted average closing price of the Shares immediately before the dates on which the awards were vested to Dr. Hu during the
Reporting Period was HK$12.76 per Share.

The weighted average closing price of the Shares immediately before the dates on which the awards were vested to other grantees during the
Reporting Period was HK$9.77 per Share.

Other grantees are all employees of the Company (other than the Directors) who entered into valid employment contracts.

During the Reporting Period, 545,111 awards under the 2021 Share Awards Scheme had been forfeited and subsequently lapsed due to
resignation of the relevant employees and nil award had been canceled.

Save as disclosed above, no award has been granted or agreed to be granted, vested, canceled or lapsed under the
2021 Share Award Scheme throughout the year ended December 31, 2022.

Details of the the basis for fair value measurement and information on whether and how the features of the
awards are incorporated into the measurement of fair value are set out in note 29(e) to the Consolidated Financial
Statements in this annual report.
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Share Incentives Available for Grant and Shares May Be Issued Underlying All Share Incentives Granted

The number of options, awards and RSUs available for grant under the Scheme Mandate Limit and the Service
Provider Sublimit at the beginning and the end of the Reporting Period are set out below:

Scheme Mandate Limit Service Provider Sublimit
Available for Available for Available for Available for
grant as of grant as of grant as of grant as of

January 1, 2022 December 31, 2022 January 1, 2022 December 31, 2022

Options 49,069,977 36,555,088 N/A

Awards 14,952,598 1,377,390 N/A Collectively
952, 377, 5,342,0002

RSUs 1,467,044 1,511,829 N/A

Notes:

(1) On November 25, 2022, the Shareholders approved and confirmed the refreshment of the Scheme Mandate Limit to 53,424,000 Shares, being
approximately 7.95% of the total Shares in issue as of such date of approval rounded down to nearest whole board lot of 500 Shares. Such
Scheme Mandate Limit is applicable to all share schemes of the Company. The number of options, awards and RSUs available for grant as of
December 31, 2022 shall also be subject to such Scheme Mandate Limit, being 39,044,085 as of December 31, 2022.

(2) On November 25, 2022, the Shareholders approved and confirmed the set of the Service Provider Sublimit as 5,342,000 Shares, being 0.795%
of the total Shares in issue as of the date of approval rounded down to nearest whole board lot of 500 Shares. Such Service Provider Sublimit is
applicable to all share schemes of the Company. The number of options and awards available for grant to the Service Providers as of December
31, 2022 shall be subject to such Service Provider Sublimit, being 5,342,000 as of December 31, 2022.

For the purpose of Rule 17.07(3) of the Listing Rules, a total number of 27,720,000 Shares may be issued in respect
of all options and awards granted under all schemes of the Company during the Reporting Period, which accounted
for approximately 4.38% of the weighted average number of ordinary shares in issue for the Reporting Period (i.e.
632,531,914 Shares). Among the above 27,720,000 shares may be issued, the Company issued 14,660,000 Shares
to satisfy the awards granted under the 2021 Share Award Scheme in December 2022.

EQUITY-LINKED AGREEMENTS

Share Incentive Schemes

Details of the ESOP, the RSU Scheme, the 2021 Share Option Scheme and the 2021 Share Award Scheme are set out
above in this section on pages 54 to 66 of this annual report.

Issue of Warrants under the Warrant Subscription Agreement

On April 14, 2021, the Company and Alimera entered into an exclusive license agreement, a share purchase
agreement and a warrant subscription agreement, pursuant to which Alimera agreed to grant the Group the licensed
rights in relation to the licensed product in certain territories and to issue and sell 1,144,945 shares of Alimera for
a total consideration of US$10 million. In consideration thereof, the Group agreed to pay US$10 million (equivalent
to approximately RMB65,297,000) and issue 1,000,000 non-transferable warrants which would entitle Alimera to
subscribe for up to 1,000,000 fully paid ordinary Shares at the exercise price of HK$23.88 per Share.
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On August 13, 2021, in accordance with the terms and conditions of the warrant subscription agreement dated
April 14, 2021, the Company issued 1,000,000 warrants at a nominal consideration of HK$1.00 to Alimera,
conferring it rights to subscribe for an aggregate of 1,000,000 warrant Shares at the subscription price of HK$23.88
per Share during the period of 48 months commencing from the date of issue of the warrants. For further details
of the warrants issue, please refer to the Company’s announcements dated April 14, 2021 and August 13, 2021,
respectively. There was no exercise of warrants during the Reporting Period.

Save as disclosed in this annual report, no equity-linked agreements that will or may result in the Company issuing
Shares or that require the Company to enter into any agreements that will or may result in the Company issuing
Shares were entered into by the Group, or existed during the year ended December 31, 2022.

MATERIAL LITIGATION

The Company was not involved in any material litigation or arbitration during the year ended December 31, 2022.
The Directors are also not aware of any material litigation or claims that are pending or threatened against the
Group during the year ended December 31, 2022.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any listed securities of the Company
during the Reporting Period.

SHARE CAPITAL AND SHARES ISSUED

Details of movements in the share capital of the Company for the year ended December 31, 2022 and details of
the Shares issued during the year ended December 31, 2022 are set out in Note 27 to the consolidated financial
statements.

DEBENTURE ISSUED

The Group did not issue any debenture during the year ended December 31, 2022.

BANK LOANS AND OTHER BORROWINGS

As of December 31, 2022, the Group did not have any bank loans or other borrowings.

CONVERTIBLE BONDS

As of the date of this annual report, the Company has not issued any convertible bonds.

LOAN AGREEMENT WITH COVENANTS RELATING TO SPECIFIC
PERFORMANCE OF THE CONTROLLING SHAREHOLDERS

As of the date of this annual report, the Company has not entered into any loan agreement which contains
covenants requiring specific performance of the controlling Shareholders.
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DIVIDENDS

The Board does not recommend the distribution of a final dividend for the year ended December 31, 2022 (2021:
nil).

PERMITTED INDEMNITY

Pursuant to the Articles of Association and subject to the applicable laws and regulations, every Director shall be
indemnified and secured harmless out of the assets and profits of the Company against all actions, costs, charges,
losses, damages and expenses which they or any of them may incur or sustain in or about the execution of their duty
in their offices.

The Company has arranged appropriate liability insurance to indemnify the Directors and senior management of the
Company for their liabilities arising out of corporate activities. The insurance coverage will be reviewed on an annual
basis.

DISTRIBUTABLE RESERVES

The Company may pay dividends out of the share premium account, retained earnings and any other reserves
provided that immediately following the payment of such dividends, the Company will be in a position to pay off its
debts as and when they fall due in the ordinary course of business.

As of December 31, 2022, the Company did not have any distributable reserves.

Details of movements in the reserves of the Group and the Company during the year ended December 31, 2022 are
set out in the consolidated statement of changes in equity on page 80 and Note 37 to the consolidated financial
statements.

CHARITABLE DONATIONS

During the year ended December 31, 2022, the Group did not make any charitable donations (2021: nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of the Group during the Reporting Period are set out
in Note 14 to the consolidated financial statements.
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USE OF PROCEEDS FROM LISTING AND PLACING

Use of Proceeds from the Listing

The Company was listed on the Main Board of the Stock Exchange on July 10, 2020. The total net proceeds raised
from the issue of new Shares by the Company in its Listing and the full exercise of over-allotment option (after
deducting the underwriting fees and related Listing expenses) amounted to approximately HK$1,646.41 million.
The intended use of the net proceeds and the change in the intended use of the net proceeds were set out in the
Prospectus and the announcement of the Company dated September 11, 2020, respectively. As of December 31,
2021, such net proceeds were utilized as follows in accordance with the intended uses:

Unutilized Utilized Utilized net Unutilized
Amount of net proceeds  net proceeds proceeds  net proceeds Expected
net proceeds Percentage as of during as of as of time frame
for planned of total net  December 31, the Reporting  December 31,  December 31, for unutilized
Use of proceeds from the Listing applications proceed 2021 Period 2022 2022 amount
(HKS million) (%) (HKS million) (HK$ million) (HKS million) (HKS million)
For the Core Product
1. For funding the costs and expenses 197.57 12.00% 141.78 29.43 85.22 11235 by the end of 2025
in connection with R&D personnel as
well as the continuing R&D activities
of 0T-401
2. For milestone payments of OT-401 49.39 3.00% 15.49 - 33.90 15.49 by the end of 2024
3. For the commercialization of OT-401 246.96 15.00% 200.69 56.51 102.78 144.18 by the end of 2024
For the other drug candidates,
including 0T-101, 0T-301, OT-1001,
0T-502,0T-202, OT-503 and OT-701
1. For the continuing R&D activities of 562.42 34.16% 288.70 216.72 490.44 71.98 by the end of 2023
other drug candidates, including OT-
101, 0T-301, 0T-1001, 0T-502,0T-
202,0T-503 and OT-701
2. For milestone payments of our other 96.15 5.84% 22.47 - 73.68 2247 by the end of 20242
in-licensed drug candidates
3. For the further expansion of our sales 164.64 10.00% 118.37 56.51 102.78 61.86 by the end of 2023
and marketing team
For the acquisition of 100% equity 164.64 10.00% - - 164.64 - -
interest in Suzhou Xiaxiang as
disclosed in our announcement
dated September 11, 2020
For our working capital and other 164.64 10.00% 26.17 26.17 164.64 - -
general corporate purposes
Total 1,646.41 100.00% 813.67 385.34 1,218.08 428.33

Notes:

(1) The sum of the data may not add up to the total due to rounding.

(2) As of the date of this annual report, there has been a delay in the expected timeline for certain uses of proceeds when compared to the
implementation plan as disclosed in our interim report for the six months ended June 30, 2022. Such delay in use of proceeds is not material

and mainly due to the delay in the planned timeline of the clinical trials for relevant drug candidates and/or the fact that we also utilized our
cash generated from our business operations to partially fund such intended uses.

As of December 31, 2022, all the unused net proceeds are held by the Company in short-term deposits with licensed
banks or authorized financial institutions.
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Use of Proceeds from the Placing

On January 15, 2021, an aggregate of 28,000,000 placing Shares have been successfully placed by Morgan Stanley
& Co. International plc to not less than six placees, who are professional investors and Independent Third Parties, at
the placing price of HK$28.35 per Share in accordance with the placing and subscription agreement, and the placing
and subscription of Shares have been completed on January 15, 2021 and January 22, 2021, respectively. The net
price per Share for the subscription after deducting related fees and expenses is approximately HK$27.92 per Share.
The subscription of Shares have a market value of approximately HK$834.4 million based on the closing price of
HK$29.80 per Share as of January 12, 2021 and an aggregate nominal value of US$280.

The net proceeds arising from the placing and subscription amounted approximately HK$781.7 million, of which
the intended uses were set out in the announcement of the Company dated January 22, 2021. The placing and
subscription was undertaken to strengthen the Group’s financial position and for the long term funding of its
business, expansion and growth plan. As of December 31, 2022, the net proceeds from the placing and subscription
were utilized as follows in accordance with the intended uses™:

Unutilized net Utilized net Unutilized
Amount of proceeds Utilized proceeds proceeds
net proceeds Percentage as of net proceeds as of as of Expected time
for planned of total net December 31, during the December 31, December 31, frame for
Use of proceeds from placing and subscription applications proceeds 2021 Reporting Period 202 2022 unutilized amount
(HKS millon) (%) (HKS millon) (HKS millon) (HKS million) (HKS million)
Expansion of the Company's commercial team
in view of the proposed launch of its new
therapies 234,51 30% 234,51 - - 23451 by the end of 2025
Funding of International multi-center clinical
trials of the Company's therapies 273.60 35% 207.84 87.41 13317 140.43 by the end of 2024®
07-702 (Eylea biosimilar) 99.66 12.75% 53.90 3434 80.10 1956 by the end of 2023
07-301 (NCX-470) 50.03 6.40% 50.03 10.06 10.06 3997 bytheend of 2023
0T-101 (low-concentration atropine) 378 5.60% 378 2455 2455 1923 by the end of 2024
0T-1001 (Zerviate) 30.10 3.85% 30.10 2 22 2788 by the end of 20242
01-202 (TK) 50.03 6.40% 50.03 16.24 16.24 3379 by the end of 20247
Building and development of new
manufacturing facilities and equipment of
Suzhou Xiaxiang and active pharmaceutical
ingredients manufacturing facilities 195.43 5% 217 217 195.43 - -
Other general corporate purposes 1817 10% 1817 33.34 33.34 44.83 by the end of 2023
Total 781.70 100% 542.69 1229 361.94 49.17

Notes:

(1) The sum of the data may not add up due to rounding.

(2) As of the date of this annual report, there has been a delay in the expected timeline for certain uses of proceeds when compared to the
implementation plan as disclosed in our interim report for the six months ended June 30, 2022. Such delay in use of proceeds is not material

and mainly due to the delay in the planned timeline of the clinical trials for relevant drug candidates and/or the fact that we also utilized our
cash generated from our business operations to partially fund such intended uses.

As of December 31, 2022, all the unused net subscription proceeds have been deposited into the bank account(s)
maintained by our Group.
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Report of Directors

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in Note 35 to the consolidated financial statements.

EVENTS AFTER REPORTING PERIOD

On March 13, 2023, the Company was officially included in Hong Kong Stock Connect list under the Shanghai-
Hong Kong Stock Connect, with effective date from March 13, 2023. As of the date of this annual report, the
Shares of the Company have been included in Hong Kong Stock Connect list under the Shenzhen-Hong Kong
Stock Connect and Hong Kong Stock Connect list under the Shanghai-Hong Kong Stock Connect, achieving the
overall interconnection with the capital market in mainland China and our investor base was thereby expanded.
Furthermore, our Company is gaining more attention from mainland China investors and the liquidity of the Shares
of the Company is further enhanced.

Saved as disclosed herein, there was no event which has occurred after the year ended December 31, 2022 and up
to the date of this annual report that would cause material impact on the Group.

AGM AND CLOSURE OF REGISTER OF MEMBERS

The Company will arrange the time of convening the AGM as soon as practicable and in accordance with the Listing
Rules. A notice convening the AGM will be published and dispatched to the Shareholders in the manner required by
the Listing Rules and the Articles of Association in due course. Once the date of the AGM is finalized, the Company
will publish the period of closure of register of members of the Company in the notice of the AGM.

CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by the Company is set out in the Corporate
Governance Report on pages 29 to 45 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available and within the knowledge of the Directors, the Company maintained
the prescribed public float as required under the Listing Rules as of the date of this annual report.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to the Shareholders by reason of their holding
of the Company’s listed securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association or the relevant laws of the Cayman
Islands where the Company is incorporated which would oblige the Company to offer new Shares on a pro-rata basis
to existing Shareholders.
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AUDITORS

The Shares were listed on the Stock Exchange on July 10, 2020, and the Company has no change in auditors since
the Listing Date. The consolidated financial statements for the year ended December 31, 2022 have been prepared
by Deloitte Touche Tohmatsu, the auditor of the Company, who will retire at the conclusion of the AGM and being
eligible, offer themselves for reappointment. A resolution for the re-appointment of by Deloitte Touche Tohmatsu as
auditor of the Company will be proposed at the AGM.

CONTINUING DISCLOSURE OBLIGATIONS PURSUANT TO THE LISTING
RULES

The Company does not have any other disclosure obligations under Rules 13.20, 13.21 and 13.22 of the Listing
Rules.

All references above to other sections, reports or notes in this annual report form part of this annual report.
By Order of the Board

Ocumension Therapeutics

Dr. Lian Yong CHEN

Chairman and non-executive Director

Shanghai, the People’s Republic of China, March 30, 2023
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Independent Auditor’s Report

Deloitte )

TO THE SHAREHOLDERS OF OCUMENSION THERAPEUTICS
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Ocumension Therapeutics (the “Company”) and its
subsidiaries (collectively referred to as “the Group”) set out on pages 78 to 154, which comprise the consolidated
statement of financial position as at December 31, 2022, and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at December 31, 2022, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards (“IFRSs"”) issued by
the International Accounting Standards Board (“IASB”) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs") issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA™). Our responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional Accountants (the
“Code”), and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.
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KEY AUDIT MATTERS continces

Key audit matter

Cut-off of research and development expenses

The Group incurred significant research and
development (“R&D") expenses of RMB406 million
(2021: RMB385 million) (before capitalisation) for

the year ended December 31, 2022. In addition, R&D

expenses of RMB111 million (2021: RMB76 million)

were accrued as at December 31, 2022 as set out in

note 24 to the consolidated financial statements. A

large portion of these R&D expenses were service fees
paid to outsourced service providers including contract
research organisations (“CRO") and clinical trial sites

(collectively referred to as the “Outsourced Service
Providers”).

We identified the cut-off of R&D expenses as a key

audit matter due to its significant amount and risk of
not accruing R&D costs incurred for services provided
by the Outsourced Service Providers in the appropriate

reporting period.

Ocumension Therapeutics

How our audit addressed the key audit matter

Our procedures in relation to the cut-off of the R&D
expenses included:

Obtaining an understanding of key controls of the
management in assessing and recording of the
accrual of the R&D expenses, with the Outsourced
Service Providers;

For the service fees paid to CRO, reading the
key terms set out in service agreements and
evaluating the completion status with reference
to the progress reported by relevant CRO'’s
representatives, on a sample basis, to determine
whether the service fees were properly recorded
according to the progress and/or relevant
milestones achieved;

For the service fees paid to clinical trial centres, if
any, testing the accrual of the R&D expenses, on

a sample basis, with reference to the supporting

clinical trial data and terms of services.



Independent Auditor’s Report

OTHER INFORMATION

The directors of the Company are responsible for the other information. The other information comprises the
information included in the annual report, but does not include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED WITH
GOVERNANCE FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the consolidated financial statements that give
a true and fair view in accordance with IFRSs issued by the IASB and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the directors either intend to liquidate the Group or to cease operations, or have no

realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion solely to you, as a body, in accordance with our agreed terms of engagement, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

o Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in @ manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS ontinea

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate threats or
safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent auditor’s report is Li Fung Tun.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

March 30, 2023
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Consolidated Statement of Profit or Loss and Other

Comprehensive Income

For the year ended December 31, 2022

2022 2021
NOTES RMB’000 RMB’000
Revenue 5 158,957 56,146
Cost of sales (56,041) (19,211)
Gross profit 102,916 36,935
Other income 6 35,654 27,589
Other expenses (128) (160)
Other gains and losses 7 19,901 112,403
Impairment losses under expected credit loss (“ECL")
model, net of reversal (683) -
Selling and marketing expenses (183,039) (127,647)
Research and development expenses (184,309) (169,055)
Administrative expenses (190,748) (126,159)
Share of results of an associate - (13,331)
Finance costs 8 (1,793) (567)
Loss before tax 9 (402,229) (259,992)
Income tax expense 10 (414) -
Loss for the year (402,643) (259,992)
Other comprehensive expense:
Item that will not be reclassified to profit or loss:
Fair value loss on investments in equity instruments at fair value
through other comprehensive income (“FVTOCI") (177,401) (305)
(177,401) (305)
Total comprehensive expense for the year (580,044) (260,297)
Loss per share
— Basic and diluted (RMB) 13 (0.64) (0.43)
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Consolidated Statement of Financial Position

At December 31, 2022

2022 2021
NOTES RMB’000 RMB 000
Non-current assets
Property, plant and equipment 14 414,478 346,411
Right-of-use assets 15 33,591 19,451
Intangible assets 16 919,050 709,973
Equity instruments at FVTOCI 17 95,000 272,401
Deposits and prepayments 18 108,472 148,250
Other asset — non-current 21 17,923 -
1,588,514 1,496,486
Current assets
Inventories 19 24,104 4,993
Trade and other receivables 18 106,238 44,353
Contract assets 20 6,473 -
Other asset — current 21 3,898 -
Bank balances and cash 23 1,314,447 1,785,221
1,455,160 1,834,567
Current liabilities
Trade and other payables 24 235,368 211,668
Lease liabilities 25 12,285 4,186
247,653 215,854
Net current assets 1,207,507 1,618,713
Total assets less current liabilities 2,796,021 3,115,199
Non-current liabilities
Contract liabilities 26 30,090 -
Lease liabilities 25 17,292 7,026
47,382 7,026
Net assets 2,748,639 3,108,173
Capital and reserves
Share capital 27 48 46
Reserves 2,748,591 3,108,127
Total equity 2,748,639 3,108,173

The consolidated financial statements on pages 78 to 154 were approved and authorised for issue by the board of

directors on March 30, 2023 and signed on its behalf by:

Ye Liu
DIRECTOR

Zhaopeng Hu
DIRECTOR
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Consolidated Statement of Changes in Equity

For the year ended December 31, 2022

Treasury FVTOCI  Share-based

Share Share Other  share held  revaluation payment  Accumulated
capital premium reserves in the trust reserve reserve losses Total
RMB000 RMB000 RIMB000 RIMB000 RMB000 RMB000 RMB000 RMB000
(note 27) (note) (note 29)
At January 1, 2021 4 6,545,534 (586,571) ) - 327886  (3,784560) 2,502,328
Loss for the year - - - - - - (259,992) (259,992)
Other comprehensive expense for the year - - - - (305) - - (305)
Total comprehensive expense for the year - - - - (305) - (259,992) (260,297)
Issuance of ordinary shares (note 27) 2 663,296 - - - - - 663,298
Transaction costs attributable to issuance of new shares - (10,109) - - - - - (10,109)
Exercise of share options granted 2 125,388 - - - (108,853) - 16,537
Exercise of restricted share units ("RSUs") - 31,598 - @ - (26,702) - 4,896
Vesting of restricted ordinary shares - 1153 - - - (1,153) - -
Purchase of shares via a trust (note 27) - (1,388) - & - - - (1,388)
Issuance of treasury shares hold in the trust (note 27) 1 - - (1) - - - -
Recognition of equity-settled share-based
payments (note 29) - - - - - 188,116 - 188,116
Grant of warrants (note 28) - - 4792 - - - - 4792
Forfeited equity-settled share-based payments - - - - - (3) 3 -
At December 31, 2021 46 7,355,472 (581,779) (3) (305) 379291 (4,044549) 3,108,173
Loss for the year - - - - - - (402,643) (402,683)
Other comprehensive expense for the year - - - - (177,401) - - (177,401)
Total comprehensive expense for the year - - - - (177,401) - (402,643) (580,044)
Exercise of share options granted 1 50,062 - - - (41,878) - 8,185
Exercise of RSUs - 33,212 - 1 - (28,678) - 4,535
Purchase of shares via a trust (note 27) - (11,002) - * - - - (11,002)
Issuance of treasury shares hold in the trust (note 27) 1 - - (1) - - - -
Recognition of equity-settled share-hased
payments (note 29) - - - - - 218,792 - 218,792
Forfeited equity-settled share-based payments - - - - - (478) 478 -
At December 31, 2022 48 1,421,744 (581,779) 3) (177,706) 527,049 (4,446,714) 2,748,639

Note: Other reserves included 1) effect of put option granted to Suzhou Frontline BioVentures Venture Capital Fund Il L.P. and Suzhou 6 Dimensions
Venture Capital Partnership L.P. (collectively referred to as the “Onshore Investors”) to convert their equity interests in a subsidiary to
Ocumension Therapeutics (the “Company”) preferred shares (“Share Purchase Option”); 2) differences between the carrying amounts of net
assets attributable to the additional non-controlling interests at the date of issuance of subsidiary’s equity and the relevant proceeds received; 3)
deemed capital contribution upon granting of restricted shares or options to employees of subsidiary attributable to non-controlling interests; 4)
effect of exercise of put option granted to non-controlling shareholders; 5) effect of deemed distribution of offshore investors arose from the
difference between the fair value of the Series A Preferred Shares at the date of issuance and the consideration received by the Company; and
6) warrants granted to Alimera Sciences Inc. (“Alimera”) to subscribe the ordinary shares of the Company.

9 Represented the relevant amount less than RMB1,000.
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Consolidated Statement of Cash Flows

For the year ended December 31, 2022

2022 2021
RMB’000 RMB’000
OPERATING ACTIVITIES
Loss before tax (402,229) (259,992)
Adjustments for:
Bank interest income (28,221) (26,885)
Share of results of an associate - 13,331
Depreciation of property, plant and equipment 8,444 2,300
Depreciation of right-of-use assets 13,359 4,280
Amortisation of intangible assets 18,655 7,318
Impairment losses under ECL model, net of reversal 683 -
Financial costs 1,793 567
Share-based payments 218,792 188,116
Gain from changes in fair value of other financial assets (1,253) (10,622)
Other gains related to EyePoint Pharmaceuticals,

Inc. (“EyePoint”) - (100,621)
Gain on acquisition of an equity instrument at FVTOCI - (14,534)
Impairment loss of other asset 3,179 -
Loss from early termination of leases 597 -
Net unrealized foreign exchange (gains) losses (21,135) 35,391
Others (31) -

Operating cash flow before movements in working capital (187,367) (161,351)
Increase in trade and other receivables (26,797) (31,147)
Increase in inventories (19,111) (1,966)
Increase in contract assets (6,480) =
Increase in other asset (25,000) -
Increase (decrease) in trade and other payables 34,422 (2,385)
Increase in contract liabilities 30,090 -
Cash used in operations (200,243) (196,849)
Income tax paid (414) -
NET CASH USED IN OPERATING ACTIVITIES (200,657) (196,849)
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Consolidated Statement of Cash Flows

For the year ended December 31, 2022

2022 2021
NOTE RMB’000 RMB'000
INVESTING ACTIVITIES
Interest received from banks 27,229 23,091
Placement of pledged bank deposits (28,600) (20,000)
Release of pledged bank deposits 22,600 17,500
Placement of term deposits (1,854,059) (1,130,000)
Release of time deposits 2,375,661 490,000
Payments for rental deposits (819) (6,058)
Refund of rental deposits 884 970
Payment for property, plant and equipment (115,812) (195,370)
Payment of intangible assets (194,191) (469,439)
Redemption of other financial assets 181,243 1,955,622
Placement of other financial assets (179,990) (1,945,000)
Loan to employees (5,000) -
Payment for investment in an equity instrument at FVTOCI - (67,561)
Payment for investment in an associate - (848)
Collection of withholding tax receivables from employees - 1,803
NET CASH FROM (USED IN) INVESTING ACTIVITIES 229,146 (1,345,290)
FINANCING ACTIVITIES
Proceeds from issue of ordinary shares - 663,298
Proceeds from exercise of share options granted 8,185 16,537
Proceeds from exercise of RSUs 4,535 4,896
Payment of transaction costs attributable to
the issuance of new shares - (10,109)
Payment on purchase of shares via a trust (11,002) (1,388)
Payment of lease liabilities (9,147) (3,815)
Interest paid (1,793) (567)
NET CASH (USED IN) FROM FINANCING ACTIVITIES (9,222) 668,852
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 19,267 (873,287)
CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR 1,125,221 2,034,319
Effects of exchange rate changes 25,561 (35,811)
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 23 1,170,049 1,125,221
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Notes to the Consolidated Financial Statements

For the year ended December 31, 2022

GENERAL INFORMATION

The Company is a public limited company incorporated in the Cayman Islands and its shares are listed on the
Main Board of the Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) effective from
July 10, 2020. The addresses of the registered office and principal place of business of the Company are
disclosed in the “Corporate Information” section to the annual report.

The Company (together with its subsidiaries, collectively referred to as the “Group”) is a specialty
biopharmaceutical platform company committed to discovering (through either in-licensing or self-
development), developing and commercializing innovative and best-in-class therapies for ophthalmic patients in
the People’s Republic of China (the “PRC").

The consolidated financial statements are presented in Renminbi (“RMB"), which is also the functional currency
of the Company.

APPLICATION OF NEW AND AMENDMENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSs”)

Amendments to IFRSs that are mandatorily effective for the current year

In the current year, the Group has applied the following amendments to IFRSs issued by the International
Accounting Standards Board (“IASB") for the first time, which are mandatorily effective for the annual periods
beginning on or after 1 January 2022 for the preparation of the consolidated financial statements:

Amendment to IFRS 3 Reference to the Conceptual Framework

Amendment to IFRS 16 Covid-19-Related Rent Concessions beyond 30 June 2021
Amendments to IAS 16 Property, Plant and Equipment-Proceeds before Intended Use
Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract
Amendments to IFRSs Annual Improvements to IFRSs 2018-2020

The application of the amendments to IFRSs in the current year has had no material impact on the Group's
financial positions and performance for the current and prior years and/or on the disclosures set out in these
consolidated financial statements.
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2. APPLICATION OF NEW AND AMENDMENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSS”) ontnuea
New and amendments to IFRSs in issue but not yet effective

The Group has not early applied the following new and amendments to IFRSs that have been issued but are not
yet effective:

IFRS 17 (including the June 2020 Insurance Contracts'
and December 2021 Amendments
to IFRS 17)
Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture?
Amendments to IFRS 16 Lease Liability in a Sale and Leaseback?
Amendments to IAS 1 Classification of Liabilities as Current or Non-current’
Amendments to IAS 1 Non-current Liabilities with Covenants?
Amendments to IAS 1 and Disclosure of Accounting Policies'
IFRS Practice Statement 2
Amendments to IAS 8 Definition of Accounting Estimates'
Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from

a Single Transaction’

! Effective for annual periods beginning on or after January 1, 2023.
2 Effective for annual periods beginning on or after a date to be determined.

3 Effective for annual periods beginning on or after January 1, 2024.

Except for the amendments to IFRSs mentioned below, the directors of the Company anticipate that the
application of all the new and amendments to IFRSs will have no material impact on the consolidated financial
statements in the foreseeable future.

Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction

The amendments narrow the scope of the recognition exemption of deferred tax liabilities and deferred tax
assets in paragraphs 15 and 24 of /AS 72 Income Taxes so that it no longer applies to transactions that, on
initial recognition, give rise to equal taxable and deductible temporary differences.

As disclosed in Note 3 to the consolidated financial statements, for leasing transactions in which the tax
deductions are attributable to the lease liabilities, the Group applies IAS 12 requirements to the relevant assets
and liabilities as a whole. Temporary differences relating to relevant assets and liabilities are assessed on a net
basis.
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APPLICATION OF NEW AND AMENDMENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSS”) ontnuea

New and amendments to IFRSs in issue but not yet effective (continveq)

Upon the application of the amendments, the Group will recognize a deferred tax asset (to the extent that it is
probable that taxable profit will be available against which the deductible temporary difference can be utilized)
and a deferred tax liability for all deductible and taxable temporary differences associated with the right-of-use
assets and the lease liabilities.

The amendments are effective for the Group’s annual reporting period beginning on January 1, 2023. As at
December 31, 2022, the carrying amounts of right-of-use assets and lease liabilities which are subject to the
amendments amounted to RMB25,475,000 and RMB29,577,000 respectively, in which the Group will recognize
the related deferred tax assets and deferred tax liabilities of RMB6,369,000 and RMB6,369,000 respectively.
Such deferred tax assets and deferred tax liabilities will be further offset as income taxes levied to the same
taxable entity. There will be no adjustment to the opening balance of accumulated loss.

Amendments to IAS 1 and IFRS Practice Statement 2 Disclosure of Accounting Policies

IAS 1 is amended to replace all instances of the term “significant accounting policies” with “material
accounting policy information”. Accounting policy information is material if, when considered together with
other information included in an entity’s financial statements, it can reasonably be expected to influence
decisions that the primary users of general purpose financial statements make on the basis of those financial
statements.

The amendments also clarify that accounting policy information may be material because of the nature of
the related transactions, other events or conditions, even if the amounts are immaterial. However, not all
accounting policy information relating to material transactions, other events or conditions is itself material.
If an entity chooses to disclose immaterial accounting policy information, such information must not obscure
material accounting policy information.

IFRS Practice Statement 2 Making Materiality Judgements (the “Practice Statement”) is also amended to
illustrate how an entity applies the “four-step materiality process” to accounting policy disclosures and to judge
whether information about an accounting policy is material to its financial statements. Guidance and examples
are added to the Practice Statement.

The application of the amendments is not expected to have significant impact on the financial position or

performance of the Group but may affect the disclosures of the Group's significant accounting policies. The
impacts of application, if any, will be disclosed in the Group’s future consolidated financial statements.
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APPLICATION OF NEW AND AMENDMENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS (“IFRSS”) continea

New and amendments to IFRSs in issue but not yet effective (continveq)

Amendments to IAS 8 Definition of Accounting Estimates

The amendments define accounting estimates as “monetary amounts in financial statements that are subject
to measurement uncertainty”. An accounting policy may require items in financial statements to be measured
in a way that involves measurement uncertainty — that is, the accounting policy may require such items to
be measured at monetary amounts that cannot be observed directly and must instead be estimated. In such
a case, an entity develops an accounting estimate to achieve the objective set out by the accounting policy.
Developing accounting estimates involves the use of judgements or assumptions based on the latest available,
reliable information.

In addition, the concept of changes in accounting estimates in IAS 8 is retained with additional clarifications.

The application of the amendments is not expected to have significant impact on the Group’s consolidated
financial statements.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING POLICIES

3.1 Basis of preparation of consolidated financial statements

The consolidated financial statements have been prepared in accordance with IFRSs issued by the IASB.
For the purpose of preparation of the consolidated financial statements, information is considered
material if such information is reasonably expected to influence decisions made by primary users. In
addition, the consolidated financial statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Hong Kong Stock Exchange (“Listing Rules”) and by the Hong
Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis except for certain
financial instruments which are measured at fair values at the end of each reporting period, as explained
in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING POLICIES continses)

3.1

3.2

Basis of preparation of consolidated financial statements (coninueq)

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an asset
or a liability, the Group takes into account the characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in these consolidated financial statements
is determined on such a basis, except for share-based payment transactions that are within the scope
of IFRS 2 Share-based Payment, leasing transactions that are within the scope of IFRS 16 Leases, and
measurements that have some similarities to fair value but are not fair value, such as net realizable value
in /AS 2 Inventories or value in use in IAS 36 /Impairment of Assets.

In addition, for financial reporting purposes, fair value measurements are categorized into Level 1, 2
or 3 based on the degree to which the inputs to the fair value measurements are observable and the

significance of the inputs to the fair value measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for
the asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

Significant accounting policies
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and the
entities controlled by the Company and its subsidiaries. Control is achieved when the Company:

° has power over the investee;
o is exposed, or has rights, to variable returns from its involvement with the investee; and
o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control listed above.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING POLICIES (continues

3.2 Significant accounting policies (conined

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when
the Group loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired
or disposed of during the year are included in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control until the date when the Group ceases to
control the subsidiary.

Profit or loss and each item of other comprehensive expense are attributed to the owners of the Company
and to the non-controlling interests. Total comprehensive expense of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests even if this results in the non-controlling
interests having a deficit balance.

When necessary, adjustments are made to the financial information of subsidiaries to bring their
accounting policies in line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

Changes in the Group’s interests in existing subsidiaries

Changes in the Group's interests in subsidiaries that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s relevant
components of equity and the non-controlling interests are adjusted to reflect the changes in their relative
interests in the subsidiaries.

Any difference between the amount by which the non-controlling interests are adjusted, and the fair
value of the consideration paid or received is recognized directly in equity and attributed to owners of the
Company.

Asset acquisitions

When the Group acquires a group of assets and liabilities that do not constitute a business, the Group
identifies and recognizes the individual identifiable assets acquired and liabilities assumed by allocating
the purchase price first to financial assets/financial liabilities at the respective fair values, the remaining
balance of the purchase price is then allocated to the other identifiable assets and liabilities on the basis
of their relative fair values at the date of purchase. Such a transaction does not give rise to goodwill or
bargain purchase gain.
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3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING POLICIES continses)

3.2 Significant accounting policies (conined
Investments in an associate

An associate is an entity over which the Group has significant influence. Significant influence is the power
to participate in the financial and operating policy decisions of the investee but is not control or joint
control over those policies.

The results and assets and liabilities of an associate are incorporated in these consolidated financial
statements using the equity method of accounting. The financial statements of an associate used for
equity accounting purposes are prepared using uniform accounting policies as those of the Group for like
transactions and events in similar circumstances. Under the equity method, an investment in an associate
is initially recognized in the consolidated statement of financial position at cost and adjusted thereafter
to recognize the Group's share of the profit or loss and other comprehensive income (expense) of the
associate. Changes in net assets of the associate other than profit or loss and other comprehensive
income (expense) are not accounted for unless such changes resulted in changes in ownership interest
held by the Group.

An investment in an associate is accounted for using the equity method from the date on which the
investee becomes an associate. On acquisition of the investment in an associate, any excess of the cost of
the investment over the Group’s share of the net fair value of the identifiable assets and liabilities of the
investee is recognized as goodwill, which is included within the carrying amount of the investment. Any
excess of the Group’s share of the net fair value of the identifiable assets and liabilities over the cost of
the investment, after reassessment, is recognized immediately in profit or loss in the period in which the
investment is acquired.

When the Group ceases to have significant influence over an associate, it is accounted for as a disposal of
the entire interest in the investee with a resulting gain or loss being recognized in profit or loss. When the
Group retains an interest in the former associate and the retained interest is a financial asset within the
scope of IFRS 9 Financial Instruments (“IFRS 9”), the Group measures the retained interest at fair value
at that date and the fair value is regarded as its fair value on initial recognition. The difference between
the carrying amount of the associate and the fair value of any retained interest and any proceeds from
disposing of the relevant interest in the associate is included in the determination of the gain or loss
on disposal of the associate. In addition, the Group accounts for all amounts previously recognized in
other comprehensive income in relation to that associate on the same basis as would be required if that
associate had directly disposed of the related assets or liabilities. Therefore, if a gain or loss previously
recognized in other comprehensive income by that associate would be reclassified to profit or loss on the
disposal of the related assets or liabilities, the Group reclassifies the gain or loss from equity to profit or
loss (as a reclassification adjustment) upon disposal/partial disposal of the relevant associate.

When a group entity transacts with an associate of the Group, profits and losses resulting from the

transactions with the associate are recognized in the consolidated financial statements only to the extent
of interests in the associate that are not related to the Group.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS
AND SIGNIFICANT ACCOUNTING POLICIES (continues

3.2 Significant accounting policies (conined

Revenue from contracts with customers

The Group recognizes revenue when (or as) a performance obligation is satisfied, i.e. when “control” of
the goods or services underlying the particular performance obligation is transferred to the customer.

A performance obligation represents a good or service (or a bundle of goods or services) that is distinct or
a series of distinct goods or services that are substantially th