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Dear Shareholders,

On behalf of Zhaoke Ophthalmology | would like to thank you for your
support during our first year since our Listing on the Stock Exchange. |
would like to take this opportunity to review our evolution during the past
year. | believe our progress reflects significant growth in the execution
of our dual strategy, namely commercialization and advancement of
key clinical programs. Before providing more details on our progress, |
wanted to say that | am extremely proud of our dedicated team who have
exhibited relentless focus and flexibility despite unprecedented challenges
and delivered on another extraordinary year.

2021 has tested all of us, from the continued impact of COVID-19 to
ongoing market volatility. Some of our clinical trials were temporarily
delayed as a result of COVID-19, as access to patients was limited, while
at an operational level, we had to rapidly implement multiple alternative
work arrangements in our various locations in response to local lockdown
restrictions. Despite these challenges, we remain as focused as ever on
R&D, the backbone of our business. At the same time, our focus is to
rapidly build our commercialization capabilities, which we strongly believe
will deliver on the attractive global potential of our brand and portfolio.

Chairman’s Statement
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In China, we benefit from the positive momentum supported by public
policies. The National Eye Health Plan was included as part of the
“Fourteenth Five-Year Plan for National Economic and Social Development
of the PRC and the Outline of Vision Goals for 2035 (00 0000000
000000000000 0OO0Oo0O20350000000)" It facilitates the
establishment of healthcare systems to strengthen the construction of
ocular medical service systems and encourages talent development, all
of which contribute to improving primary care services and physicians’
capacities to diagnose eye diseases.

As part of this, the Chinese government has designated three geographic
areas, including the Greater Bay Area (“GBA”), as future centers of
excellence for healthcare. With a state-of-the-art manufacturing facility
located in Nansha, Guangzhou, Zhaoke Ophthalmology is one of the only
publicly listed healthcare companies headquartered in the GBA. We are
incredibly excited about our role in the GBA and committed to being a
leader in the region.

China has the largest number of eye disease patients in the world. There
exists significant unmet demand from a rapidly increasing patient base,
leading to an unprecedented ophthalmic market. With the anticipated
increase in the diagnosis of ocular conditions, our opportunity will be
unlocked with a larger treatable patient pool. China’s ophthalmology drug
market size is expected to reach US$11.1 billion in 2027, driven by huge
market demand and conducive public policies in the healthcare sector.

Zhaoke Ophthalmology has a comprehensive drug portfolio of 25
innovative and generic treatments covering the five major eye diseases
across both the front and back of the eye. We are strategically focused on
five major ophthalmic indications in China in terms of market potential,
including DED, myopia, wAMD, DME and glaucoma.

Our comprehensive portfolio is well balanced, including 13 innovative
drugs and 12 generic drugs in the pipeline. This equilibrium between
innovative and generic drugs is strategically designed to develop
world-leading superior treatments, while also recognizing the need to
commercialize selected drugs sooner in order to bring them to market
quickly. By doing so, we will be able to contribute significantly to the
health of millions of patients and offer treatment where there is a need.

Zhaoke Ophthalmology achieved a number of significant milestones in the
development of our core products in the past year. Now | would like to
discuss in details some of our major achievements over the past year.

. . . ) ) ) ) .
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DED is one of the most common ophthalmic diseases in China, where
the most prevalent treatment remains artificial tears, which has limited
efficacy for moderate to severe dry eye patients. Zhaoke Ophthalmology’s
innovative drug, CsA Ophthalmic Gel, is a single daily dose hydrogel,
eliminating daytime administration and the associated discomfort and
inconvenience. We conducted China’s largest Phase 111 clinical trial for DED
with 644 patients across 41 centers, finished patient recruitment ahead
of schedule, and announced strong results in October 2021, meeting the
primary end point at p<0.0001. We plan to submit the NDA to the NMPA
shortly. In addition, we believe CsA Ophthalmic Gel with its once daily
regimen, would also benefit dry eye patients outside of China. As such, we
are working towards a pre-IND filing for CsA Ophthalmic Gel with the FDA
to explore the clinical pathway for the treatment in the U.S.

As one of the most common eye disorders worldwide, myopia is the
leading cause of preventable blindness in children and adolescents.
Our innovative drug, NVKOO2 is potentially the world’s first approved
ophthalmic solution to control or slow myopia progression in children and
adolescents. In September 2021, Zhaoke Ophthalmology received approval
for two concurrent Phase 111 clinical trials from the CDE. These will include
a two-year Phase Il clinical trial and a one-year Phase 11l bridging trial in
China, which will be combined with global data from our partner Vyluma
Inc.’s Phase IlI clinical trial in the U.S. and Europe, making the Phase 111
clinical trial for NVKOO2 one of the most comprehensive and robust Phase
111 clinical trials for low dose atropine use in the world. Our strategy is
to leverage the global clinical trials and bridge them with a condensed
local study, meaning that we can deliver a potential first-in-class myopia
treatment to meet this huge unmet need and make a difference to the
lives of so many young people.

Another core product for Zhaoke Ophthalmology is ZKY001, a self-
developed innovative treatment for a number of indications. In January
2022, the last patient enrolled for the Phase Il clinical trial completed
the treatment for the first indication we are exploring, CED. ZKY0O0O1 has
broad applications in corneal wound healing and can potentially be used
in multiple related indications. We are currently exploring three additional
indications, as we strongly believe in researching alternate applications for
treatments to maximize value and provide the best possible solutions for
both patients and physicians.

In the back of the eye, we are positioning TABO14 as a foundational
therapy for wAMD and potentially other indications. Despite multiple
anti-VEGF therapies being available in China, diagnosis rate and patient
compliance remain very low by global standards. Hence, we believe
significant growth lies ahead for anti-VEGF therapies for the back of the
eye. In March 2022, we announced some modifications to our existing
licensing agreement with TOT BIOPHARM in an effort to streamline the
clinical operations. We expect to start patient recruitment for the Phase 111
clinical trial for TABO14 in relatively short order.

* Chairman’s'Statement
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In terms of generic drugs, our priority is commercialization. We are
focused on delivering our first product in 2022, which is expected to be
Bimatoprost Timolol for the treatment of glaucoma. In 2021, we passed
the on-site GMP inspection for Bimatoprost Timolol and the ANDA approval
is expected to be within this year.

Looking forward, commercialization is our key focus for 2022. We
recognize the rapidly shifting dynamics of the industry and understand
that the traditional way of selling drugs can be complemented by new
mechanisms as China becomes increasingly dependent on digital,
social and e-commerce channels. We are confident in the strength of
our innovative go-to-market model which relies not only on traditional
channels, through our experienced sales teams and partnerships with
hospitals, but also on online channels, through our WeChat account
Zhaoke Boshi, partnerships with online medical platforms, and some
unique approaches which we are actively exploring.

As Zhaoke Ophthalmology strives to become a leader in ophthalmology
globally, we are increasingly taking a collaborative approach by working
with partners all around the world. This allows us to share best practice
and leverage scientific rigor to achieve commercial success.

In 2021, we initiated engagement with U.S. advisors to evaluate our
pipeline products for potential development in North America, and in
February 2022 we announced a collaboration with the world-leading
private research institute, Johns Hopkins University’s Wilmer Eye
Institute (“Wilmer”). In addition, on March 8, 2022, we signed strategic
partnership agreements with three leading Chinese pharmaceutical
companies, including Sinopharm Group Distribution Co., Ltd. (0O O O O
0000000o00), shanghai Pharmaceuticals Co., Ltd. (00 O0O00O00O)
and China Resources Pharmaceutical Commercial Group Limited (DO 00O
JO00O00000). These partnerships will focus on distribution as well as
collaboration opportunities in areas such as R&D and clinical research.

This year we will continue to explore new partnerships to develop centers
of excellence, further support and accelerate the R&D of ophthalmic drugs
and develop unique go-to-market commercialization strategies.

As we end this financial year and look forward to the coming year, we
remain committed to our portfolio strategy which is ideally aligned with the
growth and patient and physician needs in the ophthalmologic community.
Our development strategy, which focuses on innovation both in terms
of assets and commercialization approach, has shown positive results,
and we continue to increase the global footprint of our brand. Zhaoke
Ophthalmology currently has a strong cash position, which will allow us to
focus on our operations and R&D in the coming years.
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Thank you once again to our Shareholders for their support on our journey joo0o0ooo0oo0dooUopDooooooooo
to become an ophthalmology leader. We look forward to sharing updates 00000000 00D0o0oooooUoooooOo
with you as we continue to transform visual health in China and globally. jooo0O0o0oUoooooOoooooooo

Dr. Li Xiaoyi oooooooooo
Chairman of the Board and CEO goooo
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CsA Ophthalmic Gel: We have completed China’s largest DED
trial for our proprietary CsA Ophthalmic Gel, which resulted in
a positive outcome demonstrating significant improvements
for patients.

ZKY001: We have enrolled the first patient of the investigator
initiated trial (“IIT”) for NK disease in October 2021 and
completed the treatment for the last patient in our Phase Il
clinical trial for the initial indication of CED in early 2022.

NVKO002: We established a clear path for the Phase Il clinical
trials for the treatment of myopia with the CDE, which will be
one of the most comprehensive and robust Phase 111 clinical
trials for low dose atropine use in the world.

Commercialization: We are aggressively laying the
foundation for a go-to-market model inclusive of digital, social,
and e-commerce channels in conjunction with the traditional
commercialization model and key partnerships.

Partnerships: We signed multiple partnerships with leading
institutions in China and abroad, paving the way for attractive
opportunities in areas such as R&D, clinical research,
commercialization and evaluation of our pipeline products for
potential development in North America.

Team Strengthening: We made a number of strategic hires,
including the appointment of Dr. Albert Tsai as CMO, Ms. Yang
Lei as general counsel and Dr. Xie Zhijun as head of pre-
clinical R&D.
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I1. FINANCIAL SUMMARY II. 0000
A summary of the results and of the assets and liabilities of the J000000oo0oU00o0oooooooooo
Group for the last three financial years® is set out below: oooowgoooo
Consolidated results oooo

Year ended December 31,
00120310000

2021 2020 2019
20210 20200 20190
RMB’000 RMB’000 RMB’000
ooooo ooooo goooo
Other income and gain, net gooooooog 34,542 62,975 4,023
R&D expenses oooo (220,058) (81,779) (93,407)
General and administrative expenses 0000000 (162,080) (35,002) (6,311)
Selling and distribution expenses ooooooo (16,736) (1,542) -
Interest expenses gooo (1,949) (1,655) (1,583)
Changes in the carrying amount of gooooooooooo
preferred shares liability (1,763,499) (669,978) (24,799)
Loss for the year oooao (2,129,780) (726,981) (122,077)
Less: oo
Income from licensing agreement pooooo (64,246) -
Add: oo
Changes in the carrying amount of gooooooooooo
preferred shares liability 1,763,499 669,978 24,799
Listing expenses gooo 28,112 10,558 -
Equity-settled share-based payment 00000000 O0OO0O
expenses oooo 109,858 14,998 -
Non-HKFRS adjusted loss forthe 000000000000
year® oooo® (228,311) (95,693) (97,278)
Loss per share gooo

— Basic & Diluted (RMB) 0DOoooOomoooo (4.81) N/ADDO®
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Consolidated assets and liabilities

Non-current assets goooo
Current assets oooo
Total assets gooo
Current liabilities oooo
Non-current liabilities gooooo
Total liabilities gooo

Total equity/(deficit)

oomoomo

Notes:

@

@)

®3)

The Shares of the Company were listed on the Main Board of the Stock
Exchange under Chapter 18A of the Listing Rules on April 29, 2021.

Non-HKFRS adjusted net loss for the year is defined as loss and total
comprehensive income for the year adjusted by adding back non-cash
adjustments and one-time events of (i) changes in the carrying amount of
preferred shares liability in relation to the redemption amount and conversion
features for our Series A Preferred Shares and Series B Preferred Shares; (ii)
Listing expenses; (iii) income from licensing agreement; and (iv) equity-settled
share-based payment expenses. The above table reconciles our Non-HKFRS
adjusted net loss for the year with our loss.

No loss per Share information is presented as its inclusion is not considered
meaningful due to reorganization before the Global Offering and the
preparation of the historical financial information of the Group.

oooooon
As at December 31,
0120310
2021 2020 2019
20210 20200 20190
RMB’000 RMB’000 RMB’000
goooo goooo ooood
396,513 312,963 174,607
2,208,894 913,623 379,607
2,605,407 1,226,586 554,214
(89,008) (53,666) (183,834)
(20,912) (1,918,888) (395,912)
(109,920) (1,972,554) (579,746)
2,495,487 (745,968) (25,532)
ooo
(1) 0000002021040290000000000A0
ooooooooo
() 00000000000 OO0OO00OO0O0O000O000
000000000000 00o0OOoOoooooog
0000000@OAIDOOOOBOOOOOOOO
00000000000000000000000 (i)
0O00oO0O@ioooooooo@y)ioooooog
000000000000000000000000
ooooooooooooo
(3 U000000O00000OO0DOOOOO00OODO0OOOO0

00000000000 00000D0O0DOO0DOO
Oooooooon
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Pipeline Strategy oooo

Zhaoke Ophthalmology is strategically focused on treatments that cover go0o0oO0oOoU0OU0OOoOoUOOoUOOoOUOOoOoOoOoOoOo
the vast majority of ophthalmic diseases, with 25 drug candidates, 00002500 000000130000012000
including 13 innovative and 12 generic drugs, that cover the five major Jjoo0o0oO0o0oU00oooDOoUooooooooUoo
eye diseases across both the front and back of the eye. The five major jooo@ooDo0o0oooO0ooooogo
ophthalmic indications in terms of market potential in China are DED, wAMDO DMEO OO OO

myopia, wAMD, DME, and glaucoma.

We have strategically selected multiple drug candidates to address these j00o0o0ooooOo0Ooooooooooooooo
diseases, as we believe it the best way to treat multiple and complicated Jo0o00o00oo0o00ooU0DOoUooooouUoo
underlying causes of these diseases. This approach is an efficient way to joo0o0ooUoodooUpDoooooouooo
build value as it allows us to accelerate clinical studies and facilitate the gooooOoOo0oooooOoOoOoooooo

drug approval process.
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Our Portfolio oooon

Our product pipeline is set out below as of the date of this annual report: jOooooOooooooooooooo

Our Innovative Drugs oooooo
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* May not require a Phase | clinical trial prior to initiating a Phase Il clinical trial. * goonoooOo0o0O0oOoo0oOooOooImooooo

el May not require a Phase | and/or Phase Il clinical trials prior to initiating a el ooomooooOoo0o0o0o0o0OO0Oo00oOoo0oIbo0onoo
Phase Il clinical trial. 1noooooao

***  May not require clinical trials prior to NDA submission. *** Q00000000 OCOOOOOOOOO0O

Q) Including Brunei, Myanmar (Burma), Cambodia, Timor-Leste, Indonesia, Laos, @ 0O00000000OD0O0OO0OD0O0OOoOOoOOOoOoOooOoO
Malaysia, the Philippines, Singapore, Thailand and Vietnam O0oooOo000ooooOoOo0oooooon

2) Including Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar (Burma), the 2) 0000000 O00OO0OOo0OOoDOoOOoOOoooOoOo
Philippines, Singapore, Thailand and Vietnam 0o0ooooO0o0oo0OO0oOooon

3) Including Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar (Burma), the 3) gooo00OoOoO00OO0OOoO0OoOoOOoOOoooOoO

Philippines, Singapore, Thailand, Vietnam and Sri Lanka O0oooOo000ooooOoOo0oooooon
Our Generic Drugs oooOoOoO
Drug Candidate Indication Reference Drug MOA
) S REfE SRR EE YEFRH#
Bimatoprost Glaucoma Lumigan PGA monotherapy
EE S0P BHARER PGAE —FU%
Bimatoprost Timolol Glaucoma Ganfort PGA and B blocking agent combotherapy
AEREEEA FHR PGAR BRI MAIM G B
Latanoprost Glaucoma Xalatan PGA monotherapy
ROUBRIGIE FRER PGAE —HU%
Latanoprost Timolol Glaucoma S PGA anti[.'s blocking agent combotherapy
AR HAHRER PGARPBZ I AI & BR
Travoprost Glaucoma PGA monotherapy
T = 8
R ATF1) % EHE ravatan PGAE—# %
Travoprost Timolol Glaucoma DuoTrav PGA and B blocking agent combotherapy
Hh AR FRIR PGAR B (Bt A& BUE
Levobetaxolol HCI Glaucoma Betaxon Monotherapy B blocker
EEPATE (SRR FHRER B—RURNBR BENE
Epinastine HCI Allergic conjunctivitis Elestat Dual-acting antihistamine and mast cell stabilizers
BERAARUTATT B RREA AR IR B R AR MR AR A
Natamycin Fungal eye infections Antifungal
. . Natacyn

it REE R Y REE
Proparacaine HCI Surface anesthesia e Block nerve conduction in the corneal tissue
L BESN R FEBE AR AR g g
Povidone lodine Periocular and ocular surface disinfection Betadine Microbicidal/Antimicrobial action by iodine
Pt RERERHEE WERE NEER

Fluorescein Sodium Diagnostic for certain eye injuries Fluorescent dye

Minims fluorescein sodium

bS] RKIEEHD BIRE
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Innovative drugs

Our Company has several key potential blockbuster innovative drugs in
the pipeline for the next few years.

CsA Ophthalmic Gel for DED (self-developed)
Overview

CsA Ophthalmic Gel is an innovative drug being developed by Zhaoke
Ophthalmology for the treatment of DED. It is a single daily dose hydrogel
which eliminates daytime administration and the associated discomfort
and inconvenience, and aims to dramatically improve patients’ treatment
compliance and quality of life. It is a proprietary hydrogel with patent(s)
registered in China and internationally. This novel formulation enhances
the pharmacokinetic profiles of CsA on the ocular surface allowing similar
efficacy to that of the Cyclosporine A products currently available for
DED. However, unlike the current treatment, CsA Ophthalmic Gel’s
unique formulation stays on the eye for longer, requiring only once-a-day
dosing compared with traditional twice-a-day dosing, hence reducing the
treatment duration.

Updates during the Reporting Period

On July 12, 2021, the last patient completed treatment for the Phase Il
clinical trial of CsA Ophthalmic Gel. The Phase Il clinical trial was the
largest DED trial conducted in China with 644 patients across 41 centres.
The patient recruitment was finished ahead of schedule. The full results
were announced in October at the 7th National Dry Eye Conference in
Shanghai, where it was revealed that the Phase Il clinical trial of CsA
Ophthalmic Gel had met its primary endpoint in inferior fluorescein corneal
staining score (“ICSS”).

Analysis of the results showed that the patient group who received CsA
Ophthalmic Gel demonstrated statistically significant improvements, when
compared to the patient group receiving the placebo treatment. At the end
of the treatment, 73.7% of CsA Ophthalmic Gel-treated patients showed
a one point or greater improvement in ICSS versus 53.2% of patients on
vehicle (p<0.0001). The mean change from baseline in Eye Dryness Score
(“EDS”) on day 84 was 29.2 mm (p<0.001) or 44.3% improvement in
EDS over baseline.

Zhaoke Ophthalmology plans to submit the NDA to the NMPA in short
order in 2022. Due to the treatment’s potential to benefit millions of
people globally, the Company is also exploring opportunities outside of
China, planning to submit a pre-IND filing to the FDA to explore the clinical
pathway for CsA Ophthalmic Gel in the U.S.

Zhaoke Ophthalmology continues to target commercialization of CsA
Ophthalmic Gel as early as 2023.
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NVKOO0Z2 (Atropine) for Myopia (partnered with Nevakar)

Overview

Low concentration atropine is the only medication to date that is
consistently effective in myopia progression control amongst children and
adolescents. Zhaoke Ophthalmology’s innovative treatment, NVK002,
is potentially the world’s first approved ophthalmic solution to control
or slow myopia progression in children and adolescents. This treatment
has a proprietary formulation that successfully addresses the instability
of low-concentration atropine and is preservative-free with an expected
shelf life of over 24 months. The clinical development of NVKOO2 involves
two different concentrations of preservative-free atropine (0.01% and
0.02%) to determine the efficacy, safety and tolerability in children and
adolescents with myopia, offering a choice for doctors and patients.

Zhaoke Ophthalmogy’s licensing partner for NVK0OO2 is Vyluma Inc., a
wholly owned subsidiary of U.S.-based Nevakar. Vyluma Inc. is currently
conducting the Phase Il1 clinical trial for NVKOO2 in the United States and
Europe. The three-year trial results are expected to be available by the
end of 2022, followed by an NDA submission to the FDA in 2023.

Updates during the Reporting Period

In September 2021, Zhaoke Ophthalmology received approval from the
CDE to initiate two concurrent Phase Il clinical trials, including a two-
year Phase IlI clinical trial (“China CHAMP”) and a one-year Phase IlI
bridging trial (“Mini-CHAMP”) in China. The latter will be combined with
global data from Vyluma Inc.’s Phase Il clinical trial in the U.S. and
Europe, making the Phase IlI clinical trial for NVKOO2 one of the most
comprehensive and robust Phase 111 clinical trials for low dose atropine use
in the world.

The main objective of the China CHAMP and Mini-CHAMP is to evaluate the
efficacy and safety of NVKOO2 in myopia progression control of children
and adolescents from 3 to 17 years old. The China CHAMP trial will involve
19 centers and enroll 770 patients, led by Professor Wang Ning Li from
Beijing Tongren Hospital as the Principal Investigator. The Mini-CHAMP
trial will involve 18 centers and enroll 526 patients, led by Professor Qu
Xiao Mei from Eye and ENT Hospital of Fudan University as the Principal
Investigator. The first patient of China CHAMP was enrolled on March 16,
2022.

The treatment could be available in the mainland Chinese market as
early as 2024, making Zhaoke Ophthalmology potentially one of the
first companies to commercialize a myopia drug in the mainland Chinese
market.

Management Discussion and Analysis
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ZKY001
Overview

ZKYO001 is a seven-amino acid peptide derived from the functional
fragment of Thymosin B4 that binds actin, a type of protein that plays
a central role in cell structure and movement. Zhaoke Ophthalmology is
currently focusing on developing a novel eye drop formulation targeting
CED.

ZKYO0O01 has broad applications in corneal wound healing and can
potentially be used in multiple corneal repair indications. In addition
to CED, Zhaoke Ophthalmology is currently exploring three additional
indications for ZKYO0O01, including transepithelial photorefractive
keratectomy (“TPRK”) (surgical treatment for myopia), pterygium (a
growth in the cornea or in the conjunctiva) and neurotrophic keratitis
(“NK”) (a rare degenerative corneal disease).

Updates during the Reporting Period

On October 16, 2021, the first patient was enrolled for the IIT of ZKY001
for NK disease. The IIT trial plans to enroll a total of 40 patients by the
second quarter of 2022.

The last patient completed his/her treatment in the Phase 1l clinical trial
of ZKY001 for CED in February 2022. The main objective of the CED trial
is to evaluate the efficacy and safety of ZKYOO1 in the treatment of CED
and to assess the optimal dosage of ZKY0OO1l. The Phase Il clinical trial
for CED has enrolled 105 patients and is a multi-center, randomized,
doublemasked, placebo-controlled study.

On March 16, 2022, the first patient was enrolled for the Phase Il clinical
trial for pterygium disease.

The Company is also expecting the first patient enrollment for Phase 11
clinical trial for TPRK shortly.

ZKY001
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TABO14 (Bevacizumab) for wAMD (partnered with TOT
BIOPHARM)

Overview

TABO14 is the first clinical-stage bevacizumab-based antibody indicated
for wAMD in China. Bevacizumab is a clinically validated anti-VEGF drug.
Globally, bevacizumab is approved for oncology treatment through
intravenous infusion. However, there has been increasing offlabel use of
bevacizumab via intravitreal injection for treatment of wAMD. Zhaoke
Ophthalmology has obtained an exclusive license from TOT BIOPHARM
to commercialize TABO14 for neovascularization-related eye diseases in
China.

The Company is expecting the first patient enrollment for Phase 111 clinical
trial of TABO14 in short order in 2022.

On March 1, 2022, the Group entered into a supplemental agreement
with TOT BIOPHARM, pursuant to which Zhaoke Guangzhou will have full
control and responsibility in the execution of clinical trials and the ultimate
decision-making power in the development and commercialization of
TABO14 in mainland China, Hong Kong and Macau. Zhaoke Guangzhou
is also entitled to develop TABO14 for other ophthalmic indications in
addition to wAMD or novel formulations for ophthalmic indications. TOT
BIOPHARM will continue to be responsible for manufacturing of TABO14 for
clinical trial and commercial purposes.

PAN-90806 (VEGFRZ2 inhibitor) for wWAMD and DME (partnered
with PanOptica)

Overview

PAN-90806 is an innovative drug indicated in the treatment of wAMD, as
well as DME, the leading cause of blindness in diabetic patients worldwide.

PAN-90806 is a novel eye drop formulation, decreasing the number
of injections required. If approved, PAN-90806 will bring significant
convenience and a less invasive treatment alternative for patients as
a maintenance therapy. This will reduce the frequency of intravitreal
injections and other associated treatment issues with mainstream anti-
VEGF therapies while at the same time maintain visual stability. PAN-
90806 is expected to significantly reduce treatment discontinuation, and
therefore slow underlying disease progression through improved patient
comfort, acceptance, convenience and compliance.

Zhaoke Ophthalmology is currently focused on optimizing the formulation
of PAN-90806. Subject to regulatory approvals and completion of animal
study, the Company plans to commence human trial in the near future.

Management Discussion and Analysis
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NTCO10
Overview

NTCO10 is a fixed dose combination of antibiotics and steroids to prevent
infection and inflammation for patients undergoing cataract surgery. The
drug belongs to a new generation of antibiotics, which increases efficiency
and covers a wider range of bacteria. The drug also shortens the duration
of the treatment by half, from 14 to seven days, making it beneficial to
patients’ overall health and helping to prevent antibiotic overuse. The drug
has already been approved in seven countries in Europe.

Updates during the Reporting Period

NTCO010 was approved by the Hainan Provincial Medical Products
Administration on July 27, 2021, as an urgently needed drug for use by
patients in Hainan Province under The System Integration Innovation
Reform Plan of Boao Lecheng International Medical Tourism Pilot Zone

of Hainan Free Trade Port. The Company plans to submit an NDA to the
NMPA in 2022.

Generic drugs

Our Company has several key generic drugs in the pipeline.

Bimatoprost Timolol

Overview

According to CIC, Bimatoprost Timolol is a potential first-to-market generic
bimatoprost timolol in China targeting glaucoma. This drug is used for
more advanced stages of the disease, with increased pressure in the eye.
Zhaoke Ophthalmology submitted an ANDA to the NMPA in October 2020.

Updates during the Reporting Period

Zhaoke Ophthalmology is currently focusing on delivering its first product
in 2022, which is expected to be Bimatoprost Timolol.

The Company passed the on-site GMP inspection of Bimatoprost Timolol
at its state-of-the-art manufacturing facility in Nansha, Guangzhou in
May 2021. This certification ensures that the product will be consistently
produced and controlled according to stringent quality standards. This
also marks an important step in the overall ANDA review process, which is
expected to be completed within 2022.

NTCO10
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Bimatoprost
Overview

Bimatoprost is a generic drug used in the treatment of glaucoma.
Zhaoke Ophthalmology submitted an ANDA to the NMPA in August 2019.
According to CIC, this will potentially be the first preservative-free generic
drug commercialized in China, which will help improve patients’ comfort
during treatment and lower the risk of patient allergies.

After the completion of on-site GMP inspection carried out in 2021, we
expected the ANDA review process will be completed in the near future.

Levobetaxolol HCI
Overview

Levobetaxolol HCI is a generic eye drop used in the treatment of glaucoma
to lower pressure in the eye.

Updates during the Reporting Period

On September 2, 2021, Levobetaxolol HCI eye drops for the treatment of
intraocular pressure (“IOP™) in patients with primary open-angle glaucoma
or ocular hypertension has met its primary endpoint in decreasing IOP in
eight weeks compared to the baseline.

Analysis of the results show that the patient group who received
Levobetaxolol HCI eye drops demonstrated statistically significant (P<0.01)
superior efficacy after eight weeks of treatment, when compared to
the patient group receiving the comparator treatment, Betaxolol HCI
(BETOPTIC®S).
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Epinastine HCI
Overview

Epinastine HCI is a generic drug targeting allergic conjunctivitis with
antihistamine and mast cell stabilization properties. It is the first-line
therapy for allergic conjunctivitis in China, especially for acute patients
and is therefore expected to be commercialized at a lower price than
the currently available treatment, giving it a potential significant market
advantage. Zhaoke Ophthalmology submitted an ANDA to the NMPA in
June 2020.

Updates during the Reporting Period

Zhaoke Ophthalmology has passed the on-site GMP inspection for the
manufacturing facility for Epinastine HCI in May 2021, which ensures
that this product will be consistently produced and controlled according
to stringent quality standards. This also marks an important step in the
overall ANDA review process.

WARNING UNDER RULE 18A.08(3) OF THE
LISTING RULES: WE MAY NOT BE ABLE TO
ULTIMATELY DEVELOP AND MARKET OUR
DRUG CANDIDATES SUCCESSFULLY

Manufacturing and Commercialization

Zhaoke Ophthalmology manufacturing facility is located in Nansha New
District, Guangzhou, Guangdong Province, China. The facility offers full
manufacturing capability, from production, dosing, filing, packaging and
quality assurance. The facility occupies approximately 7,600 sq.m. and has
state-of-the-art equipment and machinery from leading global suppliers.
It is designed in accordance with the highest international standards and
requirements of major global regulators including the FDA, the NMPA and
the EMA.

The cutting-edge manufacturing facility is ready for production, as we
anticipate the launch of our first generic product in 2022. We currently
have three manufacturing lines, with the ability to expand capacity. In
anticipation of the commercialization of our drug candidates, we have
increased investment in our manufacturing facility to augment its capacity
and reach commercial scale. The production capacity for single dose drugs
has already increased ten times.
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During the Reporting Period, Zhaoke Ophthalmology has focused on
developing its innovative commercialization strategy, in anticipation of
the launch of its first drug candidate(s) in 2022. We recognize the rapidly
shifting dynamics of the industry and understand that the traditional
way of selling drugs can be complemented by new channels as China
becomes increasingly dependent on digital, social and e-commerce.
We are confident in the strength of our innovative go-to-market model
which relies not only on traditional channels, through our experienced
sales teams and partnerships with hospitals, but also on online channels,
through our WeChat account, partnerships with online medical platforms,
and some unique approaches which we are actively exploring.

A new platform that we have created is Zhaoke Boshi. We recognized the
need in China for a content driven platform that showcases the cutting-
edge research in ophthalmology globally and allows the leading KOLs to
share their insights and best practices and facilitates discussions in the
ophthalmology community. Zhaoke Boshi was soft launched in September
2021, and its follower base has grown to over 3,000 as of the date of this
report. This was achieved because of consistently high quality of content.

We have expanded our team of sales and marketing professionals with
decades of experience to lead our commercialization strategy. Our goal is
to continue to increase our commercialization team to 200—300 members
in the next five years.
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Research and Development

We believe that R&D is key to driving our competitive strategy. In 2022
we will be concentrating on the advancement of key clinical programs to
enhance and expand our drug pipeline.

Zhaoke Ophthalmology has a R&D team with a time-tested, proven track
record and a full suite of capabilities covering discovery, pre-clinical
research and execution of clinical trials. Our R&D activities are led by an
international management team with decades of industry experience at
global biotechnology and pharmaceutical companies.

During the Reporting Period we made a number of strategic hires. Dr.
Albert Tsai Jr. joined the company as CMO and is primarily responsible for
leading the group to advance its assets through the clinical development
process as well as supporting the post approval medical affairs for the
Group’s commercial products. Dr. Tsai will also provide strategic direction
for therapeutic indication development and contribute to the overall
corporate strategy and culture of innovation and excellence.

In addition, Dr. Xie Zhijun joined Zhaoke Ophthalmology on September
22, 2021 as the head of pre-clinical R&D, responsible for the evaluation
and screening of R&D projects, the development, verification and transfer
of formulation technology and analytical methods, the customization of
Application Programming Interfaces and supplier selection, as well as
project management and technical solution optimization, focusing on
project optimization and breakthrough. With over 25 years of relevant
industry experience, Dr. Xie has a keen sense of biomedical development
and elevates the Company’s technical level with his professional knowledge
and innovation.

During the year of 2021 we significantly increased the size of our R&D
team, which now stands at approximately 80 professionals.

We upgraded both our chemistry, manufacturing and control (“*CMC”) and
pharmacology laboratories, with a total area of 1,800 sq.m. in our Nansha
facility.
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The CMC laboratory aims to develop formulation for innovative and generic
drugs and transfer technology from overseas licensors to China. The
pharmacology laboratory will be utilized to test the efficacy, safety and
mechanisms of action of innovative products, and to identify novel drug
targets for the treatment of ophthalmic diseases. On March 3, 2022, our
pharmacology laboratory received the laboratory animal license from the
Department of Science and Technology of Guangdong Province.

These new facilities possess environmental quality self-inspection
equipment and capabilities and undertake regular inspections. We follow
strict medical waste disposal guidelines in operating and maintaining these
facilities. All medical waste will be treated by a third-party environmental
protection service provider.

For the year ended December 31, 2021, our R&D expenses reached
approximately RMB220.1 million, representing an increase of
approximately 169.1% from approximately RMB81.8 million for the year
ended December 31, 2020.
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During the Reporting Period, COVID-19 had some impact on our
operations. Some of our clinical trials were temporarily delayed, as access
to patients was limited, while at an operational level, we had to implement
alternative work arrangements in our various locations from time to
time in response to local lockdown restrictions. We maintained close
communication with our suppliers and global business partners to ensure
our close collaboration continued and to continue to advance as much as
possible our R&D progress. COVID-19 did not have any material adverse
impact on our liquidity and working capital sufficiency of the Group during
the Reporting Period.

Partnerships

Zhaoke Ophthalmology has established multiple licensing partnerships
with leading companies in China, the United States and Europe, and will
continue to build its global footprint.

In the first quarter of 2021, we established a partnership with NTC, and
obtained an exclusive license and distribution right to sell NTC010, an
innovative eye drop for preventing and treating cataract surgery-related
inflammation and infection already approved in certain European Union
countries, in China. NTC is a pharmaceutical company headquartered in
Milan, Italy, which engages in the research, development, registration
and commercialization of drugs, medical devices and food supplements in
ophthalmology and other therapeutic areas.

Zhaoke Ophthalmology also developed a partnership with the Singapore
Eye Research Institute (“SERI”) to leverage SERI’'s research and
development capabilities in preclinical models and clinical trials, as well as
regular scientific and industry exchanges.

In December 2021, Zhaoke Ophthalmology announced a partnership
with Tianjing HappyLife Technology Limited, an affiliate of Yidu Tech Inc.
that provides life sciences solutions. The objective of the partnership is
to accelerate the development of innovative clinical research programs
for the Chinese ophthalmic market and deliver better medical care and
support to eye disease patients in China.

Another strategic collaboration was announced in February 2022 with the
world-leading private research institute, Wilmer. Zhaoke Ophthalmology
signed a corporate gift agreement with Wilmer to support translational
research and academic exchanges. We expect to develop a long term
partnership with Wilmer for the early stage cutting edge ophthalmic R&D.
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Finally, Zhaoke Ophthalmology has signed strategic partnership
agreements with three pharmaceutical companies, including Sinopharm
Group Distribution Co., Ltd. (0O O O O O 0O O O O O O O ), Shanghai
Pharmaceuticals Co., Ltd. (O 0O O O 0O O O O ), and China Resources
Pharmaceutical Commercial Group Limited (U 000000000 O0O) on
March 8, 2022. The partnerships will focus on distribution, as well as
collaboration opportunities in areas such as clinical R&D.

The Company will continue to explore new partnership and collaboration
opportunities with world-leading domestic and overseas pharmaceutical
firms and research institutions to develop centers of excellence, which
will further support and accelerate the R&D of ophthalmic drugs and will
enhance our unique go-to-market commercialization strategies.

Environment, Social and Governance ("ESG”)

Zhaoke Ophthalmology is committed to the development of a sustainable
healthcare industry in mainland China. We rigorously monitor the
environmental and social impact of our operations and are implementing
measures to improve the sustainability of our business.

During the Reporting Period, we clearly defined the ESG responsibilities
of the Board and the senior management and have established a
sustainability steering committee to assist the Board in its management
and supervision of the progress and results of relevant initiatives. The
Company has also established policies on the environment, employment
system, occupational health and safety, training and development, supply
chain management, product responsibility, anti-corruption and community
investment.

Zhaoke Ophthalmology is committed to transparency and compliance,
and disclosing our ESG performance every year in our ESG report. In July
2021, we published our first ESG report to enhance our stakeholders’
understanding of our current strategy regarding our socially responsible
practices.

Future and Outlook

Looking forward, we see strong momentum in the ophthalmologic industry,
driven by a growing market demand and public policies in China as indicated
by the National Eye Health Plan included as part of the “Fourteenth Five-
Year Plan for National Economic and Social Development of the PRC and
the Outline of Vision Goals for 2035 (000D O0O0OO0D0O0O0OODOOOOOODO
Jo0O00O00ogdo20350000000)". Regulators have highlighted the
importance of facilitating the establishment of health service systems and
strengthening the construction of ocular medical service systems as well as
encouraging talent development, all of which will contribute to improving
primary care services and physicians’ capacities to diagnose eye diseases.
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As part of this, the Chinese government has designated three geographic
areas, including, among others, the GBA, as future centers of excellence
for healthcare. With a state-of-the-art manufacturing facility located in
Nansha New District, Guangzhou, Guangdong Province, China, Zhaoke
Ophthalmology is one of the publicly listed healthcare companies
headquartered in the GBA, making it well positioned to spearhead the
development of ophthalmic solution ecosystem in the region and capture
this market opportunity.

Commercialization is our key focus for 2022, as we expect the
commercialization of our first generic product for glaucoma, Bimatoprost
Timolol. Our commercialization strategy is based on a hybrid model
integrating both our offline and online channels, and will be extended
beyond glaucoma and anticipate future product launch in other eye
disease area.

Significant R&D milestones are expected for 2022, including for some of
our core drug candidates. In terms of clinical trials advancements in the
next 12 months, we expect the completion of the Phase Il clinical trial
for ZKYOO1 for additional indications, as well as completion of patient
enrollment for the Phase Ill clinical trial for NVKOO2. We also expect the
NDA submission for our CsA Ophthalmic Gel in short order in 2022.

We will continue to explore more strategic partnerships globally with
leading institutions, to help realize the potential of the globalization
of our assets, including CsA Ophthalmic Gel for potential R&D and
commercialization in North America, and NVKO0OO0O2 for out-license to
Southeast Asia and South Korea.

Overall, we strongly believe that we are well-positioned to capture the
rapidly growing Chinese ophthalmology market and will continue to strive
to become the leader in ophthalmology globally. Our mission remains
to transform visual health, by developing best-in-class and first-in-class
treatments for the five major eye diseases across the front and back of
the eye. With a strong focus on R&D, our aim is to provide new treatment
solutions and transform visual health in China.
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Management Discussion and Analysis
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Year ended December 31,
00120310000

Other income oooao

Other net gain/(loss) gooomoomg
R&D expenses oooo

General and administrative expenses ooooooo
Selling and distribution expenses ooooooao
Interest expenses goooo

Changes in the carrying amount of preferred gooopoooooooo
shares liability

Loss for the year

Other comprehensive income for the year

Item that may be reclassified subsequently to
profit or loss:

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

gooo
oooooooo

oooo

ooooOooOoOoooooooa

oooooOoOoooooOoOoOoOooooo

Total comprehensive income for the year gooooopooo

Non-HKFRS Measures
Adjusted loss for the year

oooOoooooooooo
ooooooo

Overview

For the year ended December 31, 2021, we recorded total loss of
approximately RMB2,129.8 million, as compared with approximately
RMB727.0 million for the year ended December 31, 2020, mainly due
to the changes in the carrying amount of preferred shares liability in
relation to the redemption amount and conversion features for the Series
A Preferred Shares and Series B Preferred Shares, before they were
converted into ordinary Shares on the Listing Date. Our R&D expenses for
the year ended December 31, 2021 were approximately RMB220.1 million,
representing an increase of approximately 169.1% from approximately
RMB81.8 million for the year ended December 31, 2020, primarily due to
the increased expenses incurred for clinical trials and R&D activities for our
key products, including Phase Il clinical trial for CsA Ophthalmic Gel and
Levobetaxolol HCI, during the Reporting Period.

2021 2020
20210 20200
RMB’000 RMB’000
Doooo ooooo
21,133 68,462
13,409 (5,487)
(220,058) (81,779)
(162,080) (35,002)
(16,736) (1,542)
(1,949) (1,655)
(1,763,499) (669,978)
(2,129,780) (726,981)
(51,191) 56,120
(2,180,971) (670,861)
(228,311) (95,693)
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Other Income

The Group’s other income primarily consists of bank interest income
and government grants received from government authorities. For the
year ended December 31, 2021, the Group’s other income decreased to
approximately RMB21.1 million, compared to approximately RMB68.5
million for the year ended December 31, 2020. The decrease was
primarily attributable to the one-time income from licensing agreement of
approximately RMB64.2 million received in 2020, which was net off with
the effect of the increase of one-off government subsidies received from
government authorities for our on-going R&D activities in 2021.
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Year ended December 31,
00120310000

2021 2020

20210 20200

RMB’000 RMB’000

goood ooood

Government grants gooo 16,090 266
Bank interest income goooog 5,036 2,582
Income from licensing agreement gooooo 64,246
Others oo 1,368
Total oo 68,462

Other Net Gain/(Loss)

For the year ended December 31, 2021, we recorded approximately
RMB13.4 million of other net gain, compared to approximately RMB5.5
million of other net loss for the year ended December 31, 2020. Such
net gain/(loss) primarily consists of net foreign exchange gain or loss
in connection with fund transfers among bank accounts in difference
currencies and bank balances that are denominated in U.S. dollars.

R&D Expenses

The Group’s R&D expenses primarily consisted of: (i) clinical trial
professional service fees, primarily including payments to contract
research organizations, hospitals and other medical institutions and testing
fees incurred for preclinical studies and clinical trials; (ii) depreciation
and amortization in relation to our R&D equipment and facilities; (iii) staff
costs, including salaries, bonus and welfare payments for R&D personnel;
(iv) costs of raw materials and consumables used for R&D of our drug
candidates; (v) equity-settled share-based payment for R&D personnel;
and (vi) utilities.
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For the year ended December 31, 2021, our R&D expenses increased by
approximately RMB138.3 million, or 169.1%, to approximately RMB220.1
million from approximately RMB81.8 million for the year ended December
31, 2020. The increase was mainly due to (i) the continuous advancement
of our clinical trials and increased investments in the ongoing R&D
projects (i.e. completion of Phase Il clinical trial for CsA Ophthalmic Gel
and Levobetaxolol HCI during the Reporting Period); and (ii) increase in
headcount and equity-settled share based-payment of R&D personnel.

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

Management Discussion and Analysis
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Year ended December 31,
00120310000

2021 2020
20210 20200
RMB’'000 RMB’000
goooo goooo
Clinical trial professional service fee gooooooooo 113,207 27,711
Staff costs gooo 29,992 15,141
Depreciation and amortization ooooo 23,928 19,352
Equity-settled share-based payment o0o0o00o0ooooooooo 21,972 2,902
Cost of raw materials and consumables used oooooooooooo 10,362 6,808
Utilities ooo 4,018 2,804
Other® oow 16,579 7,061
Total oo 220,058 81,779
Note: ooo
) Represent travel and accommodation expenses, repair and maintenance (€H] 0000000000000 00D00O00OO0O00O0
expenses and other miscellaneous expenses in relation to our R&D activities. oo0oooooooo
General and Administrative Expenses oooooon

Our general and administrative expenses consist of staff costs, Listing
expenses, professional service fees for legal, consulting and auditing
services, general operating expenses, depreciation in relation to our office
equipment and equity-settled share-based payment for those other than
R&D personnel and commercialization team.
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For the year ended December 31, 2021, our general and administrative
expenses were approximately RMB162.1 million, representing an increase
of approximately RMB127.1 million from approximately RMB35.0 million
for the year ended December 31, 2020, which is primarily attributable to
(i) the increase in equity-settled share-based payment and staff costs as
well as the increase in the number of administrative personnel and senior
management to support our business growth; (ii) the Listing expenses
incurred in connection with the IPO; and (iii) the increase of professional
service fee related to Listing matters and additional regulatory compliance
obligations.

The following table sets forth the components of our general and
administrative expenses for the years indicated:

002021012031000000000000000
000D00162.1000000020200 1203100
00000035.0000000000127.10000
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0000000000000000000000000
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Year ended December 31,
00120310000

2021 2020
20217 20200
RMB’000 RMB’000
goooo goooo
Equity-settled share-based payment goo0ooooooooooo 81,532 11,390
Listing expenses oooo 28,112 10,558
Staff costs (include directors’ fee) 00oomooooooo 27,583 7,844
Professional service fees gooooo 14,961 3,303
General operating expenses oooooo 3,385 916
Donation ood 2,486 —
Depreciation oo 1,769 474
Other® oow 2,252 517
Total oo 162,080 35,002
Note: ooo
@ Represent certain tax expenses, donations and other miscellaneous expenses. (€D} g00o0o000000O0O00000BO0
Selling and Distribution Expenses ooooooo

Our selling and marketing expenses mainly consist of salary and benefits
expenses for our commercialization team. Our selling and distribution
expenses increased from RMB1.5 million for the year ended December
31, 2020 to approximately RMB16.7 million for the year ended December
31, 2021, primarily attributable to an increase in headcount of our
commercialization team and equity-settled share-based payment.
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The following table sets forth the components of our selling and
distribution expenses for the years indicated:

Management Discussion and Analysis
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Year ended December 31,
0oo120310000

2021 2020

20210 20200

RMB’000 RMB’000

ooooo goooo

Staff costs gooo 7,632 553
Equity-settled share-based payment o0o0o00oooooooooo 6,354 706
Marketing & Conference expenses ooooooao 1,604 235
Depreciation oag 288 —
Other oo 858 48
Total oo 16,736 1,542

Finance Cost

Our finance costs primarily consist of (i) interest on lease liabilities related
to our leases of office premises and manufacturing and R&D facilities; and
(ii) changes in the carrying amount of preferred shares liability, which
represent changes in the carrying amount of financial liabilities recognized
in relation to the redemption amount and conversion features for our
Series A Preferred Shares and Series B Preferred Shares.

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

ooon
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Year ended December 31,
00120310000

2021 2020
20210 20200
RMB’'000 RMB’000
goooo goooo

Changes in the carrying amount of preferred oooooooooooo
shares liability 1,763,499 669,978
Interest on lease liabilities gooooog 1,352 1,458
Interest on bank loan gooooo 597 197
Total oo 1,765,448 671,633

Income Tax

We did not incur any income tax during the years ended December 31,
2020 and 2021.
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BVI and Cayman Islands

We were incorporated in the BVI in January 2017 and redomiciled to the
Cayman lIslands in April 2020. Pursuant to the laws and regulations of
the BVI, we were not subject to any income tax there before we were
redomiciled to the Cayman Islands. We are an exempted company
with limited liability under the Companies Act of Cayman Islands and
accordingly are exempted from Cayman Islands income tax.

Hong Kong

We did not make any provision for Hong Kong profit tax, because our
Hong Kong subsidiary, Zhaoke HK, did not have assessable profits in Hong
Kong during the Reporting Period.

The PRC

We did not make any provision for the PRC income tax, which is at the
rate of 25% pursuant to relevant PRC laws and regulations, because our
PRC subsidiary, Zhaoke Guangzhou, did not have assessable profits in the
PRC during the Reporting Period.

Loss for the Year

As a result of the above factors, for the year ended December 31, 2021,
we recorded a loss of approximately RMB2,129.8 million, as compared to a
loss of approximately RMB727.0 million for the year ended December 31,
2020.

Non-HKFRS Measure

To supplement the Group’s consolidated financial statements, which are
presented in accordance with the HKFRS, the Company also uses adjusted
total loss for the year and other adjusted figures as additional financial
measures, which are not required by, or presented in accordance with, the
HKFRS. The Company believes that these adjusted measures provide useful
information to its shareholders and potential investors in understanding
and evaluating the Group’s annual consolidated results of operations in the
same manner as they help the Company’s management.
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Adjusted total loss for the year represents the total loss for the year
excluding the effect of equity-settled share-based payment expenses,
Listing expense and certain non-cash items and one-time events, namely
changes in the carrying amount of preferred shares liability. The term
adjusted total loss for the year is not defined under the HKFRS. However,
the Company believes that this and other non-HKFRS measures are
reflections of the Group’s normal operating results by eliminating the
potential impact of items that the management do not consider to be
indicative of the Group’s operating performance. The adjusted total loss
for the year, as the management of the Group believes, is adopted in
the industry where the Group is operating. However, the presentation of
the adjusted total loss for the year is not intended to be (and should not
be) considered in isolation or as a substitute for the financial information
prepared and presented in accordance with the HKFRS. Shareholders
and potential investors of the Company should not view the non-HKFRS
measures (i.e. the adjusted total comprehensive loss for the year) on a
stand-alone basis or as a substitute for results under the HKFRS, or as
being comparable to results reported or forecasted by other companies.

The table below sets forth a reconciliation of the total comprehensive loss
for the year to adjusted total comprehensive loss for the year during the
years indicated:

Management Discussion and Analysis
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Year ended December 31,
00120310000

Loss for the year oooo
Less: oo
Income from licensing agreement gooooo
Add: oo

Changes in the carrying amount of preferred oooOoopooooooo
shares liability
Listing expenses

Equity-settled share-based payment expenses

oooo

ooo0oooOooooooOoooo

Non-HKFRS adjusted loss for the year®

ooo0o0ooOoooOooOoooOow

Note:

(1) NON-HKFRS MEASURES

Non-HKFRS adjusted net loss for the year is defined as loss and total
comprehensive income for the year adjusted by adding back non-cash
adjustments and one-time events of (i) changes in the carrying amount of
preferred shares liability in relation to the redemption amount and conversion
features for our Series A Preferred Shares and Series B Preferred Shares, (ii)
Listing expenses, (iii) income from licensing agreement and (iv) equity-settled
share-based payment expenses. The above table reconciles our Non-HKFRS
adjusted net loss for the year with our loss.

2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
(2,129,780) (726,981)
(64,246)
1,763,499 669,978
28,112 10,558
109,858 14,998
(228,311) (95,693)
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Selected Data from Statement of Financial
Position

ooooooonoo

As at December 31,

0120310
2021 2020
20210 20200
RMB’000 RMB’000
goood oooood
Total current assets gooooo 2,208,894 913,623
Total non-current assets goooooo 396,513 312,963
Total assets gooo 2,605,407 1,226,586
Total current liabilities gooooao 89,008 53,666
Total non-current liabilities goooooo 20,912 1,918,888
Total liabilities gooo 109,920 1,972,554
Current assets gooo
Other receivables and prepayments goooooooooo 46,800 18,146
Amount due from a related company goooooooog - 13,051
Pledged bank balances goooooo 25,508 11,083
Time deposits with original maturity over three 0000O000000000O0O
months 8,157 806,247
Cash and cash equivalents gooooood 2,128,429 65,096
Total current assets oooooo 2,208,894 913,623
Current liabilities oooao
Other payables and accruals gooooouooooao 59,153 38,731
Amounts due to related companies oooooooo 13,684 186
Bank loans gooo 10,289 10,000
Lease liabilities gooao 5,882 4,749
Total current liabilities opooodo 89,008 53,666
Net current assets gooooo 2,119,886 859,957

Liquidity and Source of Funding and
Borrowing

Our primary uses of cash are to fund our clinical trials, manufacturing,
purchase of equipment and raw materials and other expenses. During the
Reporting Period, we primarily funded our working capital requirements
through net proceeds from the Global Offering and pre-1PO investments.
We closely monitor uses of cash and cash balances and strive to maintain
a healthy liquidity for our operations.
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As at December 31, 2021, the current assets of the Group were
approximately RMB2,208.9 million, including cash and cash equivalents
of approximately RMB2,128.4 million, time deposits with an original
maturity over three months of approximately RMB8.2 million, pledged
bank balance of approximately RMB25.5 million and other current assets
of approximately RMB46.8 million. As at December 31, 2021, the current
liabilities of the Group were approximately RMB89.0 million, including
other payables and accruals of approximately RMB59.2 million, amounts
due to related companies of approximately RMB13.7 million, bank
borrowings of approximately RMB10.3 million and other current liabilities
of approximately RMB5.9 million.

Amounts due to related companies composed of rental payable and
payable for CRO services and are unsecured, interest-free and repayable
with a maximum credit terms of 30 days or on demand.

As of December 31, 2021, the Group had an unsecured bank loan of
RMB10.3 million which was repayable within one year or on demand.

The Group adopts conservative treasury policies in cash and financial
management. To achieve better risk control and minimize the cost of
funds, the Group’s treasury is centralized. Cash is generally placed in
deposits mostly denominated in U.S. Dollars, Hong Kong dollars and RMB.
The Group’s liquidity and financing requirements are reviewed regularly.

Pledge of Assets

Our pledged bank balance was approximately RMB25.5 million as of
December 31, 2021 (2020: RMB11.1 million), representing bank balances
we pledged with a bank required for the issue of a letter of credit for
importing certain machines and equipment.

Key Financial Ratios

The following table sets forth the components of our key financial ratio for
the dates indicated:

Management Discussion and Analysis
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As at December 31,
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Current ratio®
Gearing ratio®

0120310
2021 2020
20210 20200
24.8 17.0
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Notes:

) Current ratio represents current assets divided by current liabilities as of the
same date.

) Gearing ratio represents interest-bearing borrowings less cash and cash
equivalents and time deposits with original maturity over three months, divided
by total equity and multiplied by 100% as of the same date.

3) As of December 31, 2020 and 2021, we were in a net cash position and thus
gearing ratio is not applicable.

Contingent Liabilities

As at December 31, 2021, the Group did not have any significant
contingent liabilities.

Capital Commitment

The capital commitment of the Group as at December 31, 2021
was approximately RMB194.7 million, representing an increase of
approximately RMB40.3 million as compared with that of approximately
RMB154.4 million as at December 31, 2020, primarily attributable to
progress made in the construction of manufacturing facilities and R&D
activities.

Significant Investments

For the year ended December 31, 2021, we did not have any significant
investment.

Future Plans for Material Investments or
Capital Assets

As of December 31, 2021, we did not have any plans for material
investments and capital assets.

Material Acquisitions and Disposals

We did not have any material acquisitions or disposals of subsidiaries,
associates or joint ventures for the year ended December 31, 2021.
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Employees and Remuneration

As at December 31, 2021, the Group had a total of 238 employees. The
following table sets forth the total number of employees by function as of
December 31, 2021:

Management Discussion and Analysis
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Number of % of

employees the total

oooo oooooo

Management 0o 6 2.5
R&D ogd 77 32.4
Manufacturing oo 62 26.1
Quality control oooo 42 17.6
Sales and marketing goooo 27 11.3
Environmental, health and safety gooooooo 1 0.4
Administrative oo 23 9.7
Total oo 238 100.0

The remuneration of the employees of the Group comprises salaries,
bonuses, employees provident fund and social security contributions, other
welfare payments and equity-settled share-based payment.

The total remuneration cost incurred by the Group for the year ended
December 31, 2021 was approximately RMB150.2 million, as compared
to approximately RMB35.9 million for the year ended December 31, 2020.
The increase was primarily attributable to (i) equity-settled share-based
payment was increased of approximately RMB83.5 million for pre-1PO
share option granted; (ii) Directors’ fee and emoluments was increased
of approximately RMB10.3 million; and (iii) an increase of approximately
RMB20.4 million in employee salaries and benefits in line with the
expansion in headcount.

Foreign Exchange Exposure

During the year ended December 31, 2021, the Group mainly operated in
China and a majority of its transactions were settled in RMB, the functional
currency of the Company’s primary subsidiaries. As at December 31,
2021, a significant amount of the Group’s cash and cash equivalents
was denominated in Hong Kong dollars. Except for certain cash and cash
equivalents, prepayments on purchases of property, plant and equipment
and other payables denominated in foreign currencies, the Group did
not have significant foreign currency exposure from its operations as at
December 31, 2021. Our Group manages its foreign exchange risk by
performing regular reviews of our net foreign exchange exposures and
seeks to minimize these exposures whenever possible.
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DIRECTORS

Executive Directors

Dr. Li Xiaoyi, aged 59, was appointed as the chairman of the Board,
an executive Director and the CEO on January 20, 2017. He is mainly
responsible for the formulation of the corporate development strategies
and direction for our Group as well as overall day-to-day management of
our business and operations. Dr. Li Xiaoyi also holds directorship at each
subsidiary of our Group since its establishment.

Dr. Li has over 25 years of experience in pharmaceutical R&D as well as
management and strategic planning for pharmaceutical companies. Dr. Li
founded Lee’s Pharm in 1994 and has been the chief technical officer since
then. Dr. Li was appointed as an executive director and the chief executive
officer of Lee’s Pharm in September 2003, where he is responsible for
the overall operations and management and R&D of Lee’s Pharm and Dr.
Li resigned as the chief executive officer and the chief technical officer
and has been re-designed from an executive director to a non-executive
director of Lee’s Pharm since April 29, 2021.

In addition to his roles in Lee’s Pharm, Dr. Li also has multiple experience
in the management and strategic planning for many other pharmaceutical
institutions. Since 2014, he has been serving as the vice president of Hong
Kong Biotechnology Organization, mainly responsible for developing the
biotech industry in Hong Kong. Since March 2016, he has been serving
as the president of Guangzhou Pharmaceutical Association* (0 00O 0O O),
an academic and non-profit social organization formed by pharmaceutical
researchers in Guangzhou, where he is mainly responsible for providing
industrial insights for developing the pharmaceutical industry in
Guangzhou. Dr. Li is also a member of the review committee of Innovation
and Technology Fund of Hong Kong Government, a fund supported by the
government of Hong Kong to promote and facilitate technology companies.
Dr. Li obtained his Ph.D. in pharmacology from the medicine college of the
University of lllinois in the United States in May 1992.

Dr. Li has earned multiple awards and esteemed recognitions. He has
been an adjunct professor at the Hong Kong University of Science and
Technology since November 2013 and an honorary fellow since June
2016. In August 2018, he was awarded the leading innovation talent*
(0000000 D0) by the Guangzhou government. In January 2018,
Dr. Li was appointed as a member of the People’s Political Consultative
Conference of Anhui Province in the PRC, and was honored with the 16th
World Outstanding Chinese Award (0 00O 00O 0O) by the World Chinese
Business Investment Foundation (U 00000 OO O) in August 2018.
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Mr. Dai Xiangrong, aged 42, joined our Group in June 2016 and was
appointed as an executive Director on October 23, 2020. He is mainly
responsible for overseeing R&D and daily operation of our Group.

As a licensed pharmacist, Mr. Dai has over 14 years of extensive
experience in preclinical studies, clinical research and registration of new
drugs. Prior to joining our Group, Mr. Dai had worked in Lee’s Pharm since
July 2007, where he was responsible for various new drug development
programs and succeeded in bringing the programs to the clinical trial
stage, and was further promoted to senior director of the R&D centre in
February 2016. Prior to the Listing Date, Mr. Dai resigned as the senior
director of the R&D center and ceased to hold any management position in
the Retained Lee’s Pharm Group.

Mr. Dai obtained both his bachelor’'s degree in horticulture and his
master’s degree in biochemistry from Anhui Agricultural University (OO O
0 00) in Anhui Province, China, in July 2003 and June 2007, respectively.

Non-executive Directors

Ms. Leelalertsuphakun Wanee, aged 68, was appointed as a non-
executive Director on February 20, 2017 and is primarily responsible for
providing guidance and advice on the corporate and business strategies of
our Group.

Ms. Leelalertsuphakun is an entrepreneur and had established and run
several companies since the 1990s. Prior to joining our Group, she joined
Lee’s Pharm in April 1997. She has been appointed as an executive
director and managing director of Lee’s Pharm since December 2001,
and further as the chief marketing and sales officer of Lee’s Pharm since
September 2003, where she was responsible for the sales and marketing
activities of Lee’s Pharm.

Ms. Tiantian Zhang, aged 39, was appointed as a non-executive Director
on February 5, 2021 and is primarily responsible for providing guidance
and advice on the corporate and business strategies of our Group.
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Ms. Zhang has over 10 years of management and investment experience
in healthcare industry. From January 2009 to April 2012, Ms. Zhang
worked as a manager of business development at Hutchison MediPharma
Limited, which is a subsidiary of Hutchison China MediTech Limited, a
company whose share are traded on the NASDAQ (ticker symbol: HCM),
where she was responsible for drug out-licensing and project management.
From July 2014 to December 2015, Ms. Zhang worked as an associate
manager at Zimmer Biomet Holdings, Inc., a company whose shares are
traded on the New York Stock Exchange (ticker symbol: ZBH), where she
was responsible for management of strategic initiatives. In January 2016,
Ms. Zhang joined Kleiner Perkins Caufield & Byers China (000 O0000O0)
as a vice president, focusing on the firm’s life science investment practice
and portfolio management. Ms. Zhang joined Panacea Venture since
January 2018 and is now a partner; Panacea Venture is a venture capital
firm focusing on investments in innovative and transformative early and
growth stage healthcare and life sciences companies worldwide, where she
involves in the firm’s life science practice, portfolio management and fund-
raising.

Ms. Zhang graduated from the University of Texas at Austin, the United
States with a bachelor of science degree in biochemistry in December
2006. She obtained a master degree in biotechnology from the Graduate
School of Arts and Sciences of Columbia University, the United States in
October 2008, and a master of business administration degree from the
Fugua School of Business of Duke University, the United States, in May
2014.

Ms. Cai Li, aged 38, was appointed as a non-executive Director on
October 23, 2020 and is mainly responsible for providing guidance and
advice on the corporate and business strategies.

From 2007 through 2008, Ms. Cai worked as a research analyst at Credit
Suisse AG (New York), where she was responsible for equity research for
large cap of medical supplies and devices companies. From March 2009
to July 2011, Ms. Cai worked as an investment associate at HAO Capital
(Haotian Jinsheng Investment Management (Beijing) Limited), focusing on
growth stage healthcare investments. Ms. Cai joined TPG Capital in August
2011 and is latest serving as a managing director of TPG Capital, a leading
global alternative asset firm, responsible for TPG Capital’s healthcare
investments in Greater China.
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Ms. Cai also concurrently holds the following positions outside our Group:

- a supervisor at Shanghai Deyu Deqi Enterprise Management
Consulting Co., Ltd. (DO OO OOOOOOOOOOOAO) since
November 2016;

- a non-executive director of Novotech Health Holdings Pte. Ltd
(“NHH”) invested by TPG Capital since May 12, 2021. Ms. Cai joined
NHH in August 2017 as a director of PPC Holding Company (Cayman)
and its subsidiaries;

- a non-executive director at Kangji Medical Holdings Limited, a
company whose shares are listed on the Main Board of the Stock
Exchange (stock code: 9997), since March 2020;

- a non-executive director at Shanghai Bio-heart Biological Technology
Co., Ltd. (D0O0OOOODOOOODOOOODO) since September 2020; and

- a non-executive director at Dingdang Health Technology Group Ltd.
since May 2021.

Ms. Cai obtained her bachelor’s degree in biomedical engineering and
economics from Yale University in Connecticut, the United States in May
2007.

Mr. Chen Yu, aged 40, was appointed as a non-executive Director on
October 23, 2020 and is mainly responsible for providing guidance and
advice on the corporate and business strategies.

Mr. Chen has over 14 years of experience in investment. From June 2007
to September 2007 and from January 2008 to September 2010, he was an
analyst in the investment banking department of Bank of America Merrill
Lynch. From September 2010 to June 2011, he served as an associate
of the China investment banking department at Citigroup Global Markets
Asia Limited. From January 2012 to July 2015, he was a senior investment
manager of Shanghai Panxin Equity Investment Management Co., Ltd. (O
J000000000000). Since August 2015, he has been an executive
director, and currently managing director, of Hillhouse.

Mr. Chen has been serving as a director of JHBP (CY) Holdings Limited, a
pharmaceutical company whose shares are listed on the Main Board of the
Stock Exchange (stock code: 6998), since December 2018.

Mr. Chen obtained a bachelor’s degree in electrical engineering (information
and communication engineering) from the Hong Kong University of
Science and Technology in November 2003, a master’s degree in electrical
engineering from Yale University in Connecticut, the United States in May
2005 and a master’s degree in management science and engineering from
Stanford University in California, the United States in January 2008.
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Independent Non-executive Directors

Mr. Wong Hin Wing, aged 59, was appointed as an independent
non-executive Director on April 1, 2021.

Mr. Wong holds a master’'s degree in executive business administration
from the Chinese University of Hong Kong. He is a fellow member of
the Hong Kong Institute of Certified Public Accountants, the Institute of
Chartered Accountants in England & Wales, the Association of Chartered
Certified Accountants, the Hong Kong Institute of Directors and the
Chartered Governance Institute. He is also a member of the American
Institute of Certified Public Accountants and a chartered member of the
Chartered Institute for Securities & Investment. Mr. Wong was awarded
the Medal of Honor by the Government of the Hong Kong Special
Administrative Region.

Mr. Wong is currently an independent non-executive director of CRCC
High-Tech Equipment Corporation Limited (a public company with H shares
listed on the Stock Exchange (stock code: 1786)), Guangzhou Baiyunshan
Pharmaceutical Holdings Company Limited (a public company with A
shares listed on the Shanghai Stock Exchange (stock code: 600332) and
H shares listed on the Stock Exchange (stock code: 874)), Inner Mongolia
Yitai Coal Co., Ltd. (a public company with B shares listed on the Shanghai
Stock Exchange (stock code: 900948) and H shares listed on the Stock
Exchange (stock code: 3948)), Wine’s Link International Holdings Limited
(a public company listed on the Stock Exchange (stock code: 8509)), and
Jiangxi Bank Co., Ltd. (a public company with H shares listed on the Stock
Exchange (stock code: 1916)).

Mr. Wong is a member of the Anhui Provincial Committee of the Chinese
People’s Political Consultative Conference, a panel member of Securities
and Futures Appeals Tribunal and Public Interest Entities Auditors Review
Tribunal, a member of the Construction Industry Council, the Betting and
Lotteries Commission and the Medical Council of Hong Kong.

Mr. Wong is the managing partner and responsible officer of Hermitage
Capital HK Limited, a licensed corporation under the SFO. Prior to this,
he had worked with an international audit firm for four years and then a
listed company as chief financial officer for seven years, after which he
co-founded Silk Road International Capital Limited (a licensed corporation
formerly known as Legend Capital Partners Inc.) and led the company
as the executive director and responsible officer for twenty-three years.
Overall, he has over three decades of solid experience in corporate
management and governance, investment management and advisory,
accounting and finance.
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Prof. Lo Yuk Lam, aged 73, was appointed as an independent
non-executive Director on April 1, 2021 and is primarily responsible for
supervising and providing independent judgment to our Board.

Prof. Lo has extensive experience in biotechnology industry, corporate
management, academic research and community service. Since July
2019, he has been serving as the chairman of GT Healthcare Capital
Partners, a private investment partnership specializing in healthcare
investments. From July 2007 to June 2009, he was a member of the
Hong Kong Government Research Grants Council. He was the chairman
of the Advisory Council on Food and Environmental Hygiene of the Hong
Kong Government from April 2015 to March 2021 and he has been the
president for HK Bio-Med Innotech Association. He also serves as the
honorary chairman of the Hong Kong Biotechnology Organisation. Since
February 2019, he has been serving as the partner of Hongsen Investment
Management Ltd, an investment company focusing on growing biotech
companies.

Prof. Lo also holds the following positions outside our Group:

- an independent director of Sinovac Biotech Ltd., a company whose
shares are listed on NASDAQ Global Select Market (ticker symbol:
SVA), since March 2006; and

- an independent non-executive director of Luye Pharma Group Ltd.,
a company whose shares are listed on the Main Board of the Stock
Exchange (stock code: 2186), since June 2014.

In recognition of his leadership in the community and dedication to his
field, Prof. Lo has received many awards. In 2000, he was the first to be
bestowed with the title of honorary fellow by the Hong Kong University
of Science and Technology for his role in establishing Hong Kong’s
biotechnology industry. He was awarded China’s “Top Ten Financial and
Intelligent Persons” in 2007 in recognition of his outstanding contribution
to economic development and business innovation in China. He was
honored with the World Outstanding Chinese Award (0 0 0O 0O O 0O 0O) by
the World Chinese Business Investment Foundation (O 0 O 0 O O 0O O
0 ) in June 2008, the Pericles International Prize 2019 by the Alcmaeon
International Academy in June 2019, and the HKSAR Bronze Bauhinia Star
by the government of Hong Kong in October 2020.

SENIOR MANAGEMENT

Dr. Lau Lit Fui, aged 59, joined our Group in June 2016 and was
appointed as president and chief operating officer of our Group on April
1, 2019 and reassigned as CSO on January 18, 2022. He is primarily
responsible for overseeing the overall scientific functions of our Group,
including basic and applied research projects, as well as the development
of new processes, technologies or projects. He is also responsible for
promoting the efficiency, profitability and competitive position of our
Group.

.
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Dr. Lau has 24 years of extensive experience in operation management
and R&D of new drugs. From August 1998 to January 2008, he worked
in the global R&D department of Pfizer Inc., a worldwide leading
pharmaceutical company, where his last position was senior principal
scientist heading a biology laboratory and supervising technicians in testing
drug candidates. From January 2008 to August 2012, Dr. Lau worked
as the associate director of the new product and alliance development
department of GlaxoSmithKline (China) R&D Co., Ltd., a science-led
global healthcare company, where he was responsible for department
management and R&D of new drugs treating neurodegenerative diseases.
Dr. Lau joined Lee’s Pharm in October 2012 and had been managing the
operation and R&D of Lee’s Pharm until April 2016.

Dr. Lau obtained both his bachelor’s degree in science and master degree
of philosophy from The Chinese University of Hong Kong in December
1985 and December 1987, respectively, where he was awarded the
Wong Siew Chan Scholarship. In December 1993, he obtained his Ph.D.
in biochemical science from the University of Connecticut in the United
States. He completed his research fellowship in neuroscience at the School
of Medicine of John Hopkins University in the United States in August
1998.

Dr. Lau’s outstanding performances have been recognized by several
leading corporations. In February 1991, he was granted SmithKline
Beecham Student Pharmacology Award by SmithKline Beecham
Pharmaceuticals, a company focused on pharmaceuticals, biologics,
vaccines, and consumer healthcare. During his employment with Pfizer,
Inc., he was granted several awards by the global research & development
department of the company, for his leadership, team work spirit and
contribution in R&D. In 2014, he was awarded the Medicines for Life
Award by UTASIA Inc., a subsidiary of United Therapeutics Corporation,
a company mainly focusing on pharmaceutical preparations business.
In 2018, Dr. Lau received an award from CVie Therapeutics Co. Ltd., a
subsidiary of Lee’s Pharm, for his sustained contribution and commitment.

Ms. Feng Xinyan, aged 44, was appointed as the CFO of our Group on
December 7, 2020 and appointed for another dual role as the CBO on
January 18, 2022. She is primarily responsible for financial planning and
initiatives and investor relations management, and also oversees the
overall operation of our Group.
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From 2000 to 2002, she worked as an analyst at McKinsey & Company.
From August 2004 to July 2012, she worked at Goldman Sachs (Asia)
L.L.C. and successively held various positions, including the executive
director. From July 2012 to September 2014, she served as managing
director and head of China equity capital markets at Standard Chartered
Bank. From September 2014 to August 2018, she served as executive
director of strategic business development and investor relations at Global
Brands Group Holding Limited, a company whose shares are listed on
the Main Board of the Stock Exchange (stock code: 0787). She served
as chief financial officer at ACEA Therapeutics, Inc, a company engaged
in developing and delivering innovative treatments to life-threatening
diseases from April 2019 to November 2019.

Ms. Feng obtained her bachelor’s degree in computer appliance from
Fudan University (O 00O O) in Shanghai, China in July 1998. She obtained
a master’s degree in computer science from University of Virginia in the
United States in August 2000, and a master of business administration
degree from the University of Chicago Booth School of Business in the
United States in March 2004.

Dr. Albert Tsai Jr., aged 48, was appointed as the CMO of our Group on
June 1, 2021. He is primarily responsible for leading the Group to advance
its assets through the clinical development process as well as supporting
the post-approval medical affairs for the Group’s commercial products (e.g.
safety, risk management, thought leader relationships).

Dr. Tsai has 20 years of healthcare experience across the spectrum of
pharmaceuticals, biotech, medical devices and healthcare consulting,
as well as in various country markets including China, U.S., Japan and
Southeast Asia. From 2019 to 2021, he served as the vice president,
regional medical officer of the Asia-Pacific region at PPD Inc., a
leading global contract research organization, responsible for business
development and providing medical/scientific product development
advisory to biotech companies in Asia. Prior to that, he served as vice
president, Asia Pacific at The Medicines Company Hong Kong, a company
listed on the NASDAQ (stock code: MDCO) from 2014 to 2019, where he
developed and implemented the Asia expansion strategy for The Medicines
Company Hong Kong with a primary focus on establishing their presence
in China and Japan. From 1997 to 2014, he worked in various leading
global pharmaceutical companies including Bayer Schering Pharma AG,
Merck Sharp & Dohme (Asia) Ltd., Amgen Inc. and GE Healthcare Inc. in
senior medical positions.

Dr. Tsai obtained his doctor of medicine from Northwestern University and
master of business administration in strategy and finance from University
of Southern California.
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Dr. Li Lok Yee Mandy, aged 43, joined our Group in June 2016 and was
appointed as the senior vice president, R&D of our Group on September 1,
2020. She is mainly responsible for facilitating the business development
and execution of scientific strategies of research and project management
(including both in-licensed and in-house developed pipeline products) of
our Group.

From 2004 to 2006, Dr. Li worked as a research associate at the
department of chemical pathology of the Chinese University of Hong
Kong. From 2006 to 2007, she worked as a post-doctoral fellow at the
department of surgery of the University of Hong Kong. From October
2007 to April 2010, Dr. Li served as a research scientist of Bio-Cancer
Treatment International Limited, a Hong Kong company focused on the
R&D of innovative anticancer drugs, where she led a research team to
conduct research on innovative anti-cancer, playing an active role in
responding to FDA queries.

Dr. Li joined Lee’s Pharm in February 2014, where she was first
responsible for the R&D of new drugs, project management, business
development and drug licensing, and further promoted to a senior vice
president of Lee’s Pharm, leading and managing Lee’s Pharm’s R&D
center.

Dr. Li obtained her bachelor of science degree in biochemistry and her
Ph.D. in biochemistry from the Chinese University of Hong Kong, in
December 2000 and December 2004, respectively.

Mr. Zhang Guohui, aged 47, joined our Group in June 2016 and was
appointed as deputy general manager of our Group on July 1, 2016. He is
mainly responsible for overseeing manufacturing and logistics function of
our Group.

Mr. Zhang has over 23 years of experience in pharmaceutical industry.
Since his graduation in July 1997 and until June 2016, Mr. Zhang had been
working in Lee’s Pharm for more than 18 years. He was first responsible
for the R&D of new drugs, quality control and good manufacturing practice
management and further promoted as the head of R&D of the company,
where he accumulated extensive experience in the R&D and registration of
new drugs, as well as project management.

Mr. Zhang obtained his bachelor’s degree in biochemical engineering from
the Beijing Institute of Light Industry (00 00O 0O0O), currently known as
Beijing Technology and Business University (0 U 0O 00O 0) in Beijing, China
in July 1997. He obtained his master’s degree in business administration
from Asia International Open University (Macau) in January 2009.

. . . . . . . .
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Mr. Jiang Su, aged 41, joined our Group in January 2018 and was
appointed as the clinical operations director of our Group on June 1, 2019.
He is mainly responsible for conducting and organizing clinical trials.

Mr. Jiang has over 18 years of experience in pharmaceutical industry.
Since his graduation in July 2003 and until January 2018, Mr. Jiang had
been working in Lee’s Pharm for almost 15 years. He was first responsible
for carrying out clinical trials and further promoted to the head of clinical
quality in charge of quality control of clinical trials.

Mr. Jiang obtained his bachelor’s degree in maternal and child health from
the Anhui Medical University (O O O O O O ) in Anhui Province, China in
June 2003.

Mr. Ma Jian, aged 35, joined our Group in January 2017. He was
appointed as assistant manager of quality assurance and quality control
on September 1, 2018, and was further promoted as the vice president of
quality control of our Group in 2021. He is mainly responsible for devising
procedures to inspect and report quality assurance issues, identifying
critical control points and preventive measures.

From 2007 to 2012, Mr. Ma had been working in the R&D department of
various pharmaceutical companies. From March 2012 to January 2017,
Mr. Ma had been working at Lee’s Pharm where he was first the leader of
document quality assurance group and further promoted as the leader of
onsite quality assurance.

Mr. Ma obtained his bachelor’'s degree in medicine from Anhui Medical
University (O O 00O 0) in Anhui Province, China in June 2007.

Mr. Mauro Bove, aged 66, was appointed as the business development
director of our Group on January 1, 2019. He is mainly responsible for
overseeing business development activities and identifying new business
opportunities and finalizing the relevant negotiations on a global basis.

Mr. Bove has almost 40 years of business and management experience
within the pharmaceutical industry working in Europe, North America and
Asia. Mr. Bove led for many years until March 2014 the corporate and
business development of Sigma-Tau Finanziaria S.p.A.. From May 2005
to December 2014, he served as a non-executive director of Lee’s Pharm.
From December 2014 to December 2018, he served as the senior vice
president of corporate and business development department of Lee’s
Pharm, overseeing the business development activities and identifying
new business opportunities for the group.
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In addition to the above, Mr. Bove has also served as a director of
many other private or listed pharmaceutical companies. He serves as
a director at RegeneRx Biopharmaceuticals, Inc., a biopharmaceutical
company listed on the OTCQB market under the ticker symbol “RGRX”
in the United States; Kato Pharmaceuticals Incorporation, a privately
held U.S. bio-pharmaceutical company dedicated to the development of
novel therapies for pathologies of the eye with an emphasis on unmet
medical needs; Adastra Pharmaceuticals Inc., a private U.S. clinical-
stage biopharmaceutical company focused on providing novel solutions to
advance patient care in oncology; and Eyesense AG, a European company
focusing on the scientific R&D in the area of medical devices applied to the
diabetes segment.

Mr. Bove obtained his law degree from the University of Parma in Italy
in July 1980. In 1985, he attended the Academy of American and
International Law at International and Comparative Law Center in Texas,
the United States.

Mr. Feng Jiang, aged 46, was appointed as sales and marketing
director of our Group on October 1, 2020. He is primarily responsible for
overseeing the branding, sales and marketing activities of our Group.

From 2000 to 2006, Mr. Feng served at various China offices of
multinational pharmaceutical companies as sales or medical representative.
From January 2007 to April 2010, he worked for Eli Lilly Asia, Inc., where
he was responsible for the promotion and sales of products in Guangdong
Province and his last position was regional manager. From April 2010
to September 2020, he served successively as the regional manager
and deputy director of the ophthalmic business department of Allergan
Information Consulting (Shanghai) Co., Ltd, where he was responsible
for the sales and marketing of the company’s ophthalmic pharmaceutical
products and was granted several awards by the company in recognition
of his great performance.

Mr. Feng obtained his bachelor’s degree in biotechnology from South China
Agricultural University (0 0000 O) in Guangdong Province, China in July
1999.

Ms. Yau Suk Yan, aged 39, was appointed as the financial controller and
the company secretary of our Company on September 9, 2019. She is
responsible for management and supervision of auditing, report analysis
and budget control of our Group.

. . . . . . . .
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From September 2004 to January 2010, Ms. Yau served as a manager at
KPMG. From February 2010 to July 2015, she was the financial controller
and company secretary of Active Group Holdings Limited, currently known
as Sino Energy International Limited (0000000000 OO), a company
whose shares are listed on the Main Board of the Stock Exchange (stock
code: 1096), where she was in charge of finance management and audit
of the group. From July 2015 to September 2019, Ms. Yau served as
the financial controller and company secretary of Uni-Bio Science Group
Limited (000 0OO0OO0OODODOOO), acompany whose shares are listed
on the Main Board of Stock Exchange (stock code: 690), where she was
responsible for finance management and audit of the group.

Ms. Yau obtained her bachelor’'s degree of arts (with honors) in
accountancy from the Hong Kong Polytechnic University in November
2004 and completed the CPA qualification programme and passed the
professional examination for membership admission and was issued with a
practicing certificate by Hong Kong Institute of Certified Public Accountants
in August 2006. She has been a certified public accountant of the Hong
Kong Institute of Certified Public Accountants since January 2008 and a
fellow member of the Hong Kong Institute of Certified Public Accountants
since March 2016.

Dr. Jin Yixuan, aged 40, joined our Group as the associate medical
director on October 8, 2019, mainly responsible for overseeing clinical
trial development in terms of protocol development and providing medical
insight for clinical trial strategy and model design.

Dr. Jin started her career as an attending physician of ophthalmology in
Nanhai People’s Hospital of Foshan City* (J 0000000 O0O) from 2011
to 2014. She worked at Beijing Novartis Pharma Co., Ltd. (O O0OO00OO
0 00), a global healthcare company from June 2018 to September 2019,
where her last position was medical science liaison manager.

Dr. Jin obtained her master’s degree in clinical medicine from Harbin
Medical University (0 0 00O 0O0O) in Heilongjiang Province, China, in July
2008. She then obtained her doctor’s degree in ophthalmology from Sun
Yat-sen University (O O O 0) in Guangdong Province, China in June 2011.

Dr. Xie Zhijun, age 50, joined our Group as the head of pre-clinical
R&D on September 22, 2021, mainly responsible for project screening
and evaluating; formulation procedure and analytical methods exploring,
verifying and transferring; APl custom-manufacturing and collaborator
selecting; and project management and process optimization.

Dr. Xie focused on scientific research and production for more than 25
years, and had a sensitive touch to the development trend of international
bio- and chemo-drugs.
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From 2002 to 2021, Dr. Xie had been working as senior management in
several R&D laboratory and pharmaceutical companies such as Zhongshan
Follow Biotech Co., Ltd (O O O O O O O O O O O O ), Yangtze River
Pharmaceutical Group Limited (0 00 0000000 O) and Hunan Haili
Chemical Co., Ltd. (D00 0O0ODO0OOOOODO).

Dr. Xie obtained his master degree in Organic Chemistry from Hunan
Normal University (O O O 0O O O ) in Hunan Province, China in July 2003
and his PhD degree in Organic Chemistry from Nanjing University (0O O 0)
in Jiangsu Province, China in July 2008.

Ms. Carol Liu, aged 38, joined our Group as head of regulatory affairs
on January 4, 2021. She is responsible for overseeing industry specific
practices and ensuring all government and regulations are being met
throughout drug registration of the Group.

Ms. Liu has worked for GlaxoSmithKline plc (GSK) and Lee’s Pharm from
2007 to 2021. In the past 14 years of professional career, she focused
on the area of regulatory affairs, especially for innovative drugs including
biological products and chemical drugs. She obtained her master of
science degree in the School of Pharmacy of Peking University (0 00 0).

Ms. Yang Lei, aged 41, joined our Group as general counsel on October
11, 2021. She is responsible for overseeing legal and compliance functions
of our Group.

Ms. Yang started her career at Shanghai Xuhui District Government’s
Supervision Commission (00000000000 O0O0) in 2003. Since 2006
she worked for General Electronics after her graduation from the master
program in Germany. She joined Roche China as legal manager since 2011
and since then she focused in healthcare industry and had accumulated
rich experience in legal and compliance practice. Starting from 2015, she
joined USP China (DO O UOOOOODODODODO) as director of legal, compliance
and ethics.

Ms. Yang is pursuing PhD. in philosophy at Chinese Academy of Social
Science (00O O0O0O0O). She obtained a master’s degree in European and
international law from Bremen University, Germany. She also obtained a
bachelor’s degree in civil and commercial law from East China University
of Law and Politics (OO OOO).
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EXTERNAL CONSULTANT

Dr. Samir Chandrakant Patel, aged 61, was engaged by our Company
as strategy consultant of our Group on April 9, 2020, to provide our Group
with consulting services in relation to, among others, planning business
strategies, sourcing business development opportunities, and providing
protocol inputs and clinical development integration inputs.

Dr. Patel has over thirty years of extensive experience in ophthalmology,
including 10 years in academic medicine and 20 years in the ophthalmic
pharmaceutical industry. He obtained his degree of doctor of medicine
from the medical school of University of Massachusetts in the United States
in 1985 and completed his residency in ophthalmology at the University of
Chicago in 1990. Further, Dr. Patel completed his clinical retinal fellowship
at the Massachusetts Eye and Ear Infirmary at the Harvard Medical School,
being the primary teaching hospital of Harvard Ophthalmology. Dr. Patel
was duly elected as a fellow by the American Academy of Ophthalmology
in 1992. Dr. Patel commenced his practice in academic ophthalmology
at the University of Chicago in 1992 where he eventually served as an
associate professor of ophthalmology and the director of retina service,
until July 2000.

Dr. Patel further gained valuable insights and experience in the
management and operation of pharmaceutical companies since 2000 when
he first started his own business by co-founding Eyetech Pharmaceuticals,
Inc., a biopharmaceutical company specializing in novel therapeutics to
treat eye diseases, where he served as a director and chief of clinical
and commercial strategy. In 2007, Dr. Patel co-founded Ophthotech
Corporation, a biopharmaceutical company listed on the NASDAQ under
the ticker symbol “OPHT” and specializing in the development of novel
therapeutics to treat ophthalmic diseases (currently known as IVERIC
bio, Inc. and listed on the NASDAQ Global Select Market under the ticker
symbol “ISEE”), and served as the company’s founding CEO, president
and vice chairman of its board of directors.

COMPANY SECRETARY

Ms. Yau Suk Yan, our company secretary, was appointed on September 9,
2019. Ms. Yau is also our financial controller. For details of her biography,
please see “—Senior Management.”

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

CORPORATE GOVERNANCE PRACTICES

The Shares have been listed on the Stock Exchange since April 29, 2021.
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. As the Company became listed on April 29, 2021, one Audit
Committee meeting, one Remuneration Committee meeting and one
Nomination Committee meeting were held during the period from the
Listing Date and up to December 31, 2021. Pursuant to code provision
C.2.1 in Part 2 of the CG Code, the roles of chairman and chief executive
should be separate and not be performed by the same individual. Dr.
Li Xiaoyi currently serves as both the Chairman of the Board and the
CEO. Dr. Li Xiaoyi has been operating and managing our Group since its
establishment, and our Directors consider that the present arrangement
is beneficial to and in the interest of our Company and our Shareholders
as a whole and the deviation from code provision C.2.1 in Part 2 of the CG
Code is appropriate in such circumstance. For details on the deviation from
Code provision C.2.1 in Part 2 of the CG code, please see “— THE BOARD
— (8) Chairman and Chief Executive Officer”. Save as disclosed above,
during the period from the Listing Date and up to December 31, 2021, our
Directors consider that the Company has complied with applicable code
provisions of the CG Code as set out in Appendix 14 to the Listing Rules.

THE BOARD
(1) Responsibilities

The Board is responsible for the overall leadership of the Group,
overseeing the Group’s strategic decisions and monitoring 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 five
Board committees including the Audit Committee, the Remuneration
Committee, the Nomination Committee, the Investment Committee
and the Executive 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 as a whole at all times.
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(2)

(3)

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.

Board Composition

During the year ended December 31, 2021, the Board comprised
two executive Directors, four non-executive Directors and three
independent non-executive Directors. The Directors who held office
from the Listing Date till December 31, 2021 were:

Executive Directors

Dr. Li Xiaoyi
Mr. Dai Xiangrong

Non-executive Directors

Ms. Leelalertsuphakun Wanee
Ms. Tiantian Zhang

Ms. Cai Li

Mr. Chen Yu

Independent non-executive Directors

Mr. Wong Hin Wing
Prof. Lo Yuk Lam
Dr. Tam Lai Fan Gloria (resigned on April 11, 2022)

Save for the resignation of Dr. Tam Lai Fan Gloria as an independent
non-executive Director which took effect from April 11, 2022, all the
abovenamed Directors remained as Directors of the Company up to
the date of this annual report.

Ms. Leelalertsuphakun Wanee is Dr. Li Xiaoyi’s sister. Save for this,
there is no other relationship (including financial, business, family or
other material/relevant relationship(s)) among the Board members.
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On April 11, 2022, Dr. Tam Lai Fan Gloria has resigned as an
independent non-executive Director. Following the resignation of Dr.
Tam Lai Fan Gloria with effect from April 11, 2022, the Company has
two independent non-executive Directors. Following her resignation,
the total number of independent non-executive Directors accounts
for less than one-third of Board members, and hence the Company
fails to meet the requirement of Rule 3.10A of the Listing Rules and
the number of independent non-executive Directors and the number
of members of the Audit Committee fall below the minimum number
required under Rules 3.10(1) and 3.21 of the Listing Rules. As such,
the Board will make its best endeavors to identify suitable candidate
to fill the vacancy as soon as practicable and within three months
from April 11, 2022 in order to ensure compliance by the Company
with the requirements under the Listing Rules.

Under Rule 3.10(2) of the Listing Rules, at least one independent
non-executive Director should possess appropriate professional
qualifications or accounting or related financial management
expertise. Mr. Wong Hin Wing, an independent non-executive
Director of the Company, has appropriate professional qualifications
or accounting or related financial management expertise as required
by Rule 3.10(2) of the Listing Rules.

(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”) which sets out the objective and approach to
achieve and maintain diversity of the Board in order to enhance
the effectiveness of the Board. Pursuant to the Board Diversity
Policy, the Company seeks to achieve Board diversity through the
consideration of a number of factors, including but not limited to
gender, skills, age, professional experience, knowledge, cultural,
education background, ethnicity and length of service. The Directors
have a balanced mix of knowledge and skills, including knowledge
and experience in the areas of management, business development,
R&D, quality control and corporate finance. They obtained degrees
in various majors including medicine, biochemistry and business
administration. Furthermore, the Board has a wide range of age,
ranging from 38 years old to 73 years old.

. . ) ) ) ) .
) ) . . . . .
. . . . . . .
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. . . . . . . . . . .

The Board Diversity Policy specifies that 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, skills, age, professional experience, knowledge, cultural,
education background, ethnicity and length of service.

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. The
Nomination Committee will review the effectiveness of the Board
Diversity Policy, as appropriate, discuss any revisions that may
be required, and recommend any such revisions to the Board for
consideration and approval.

As of December 31, 2021, the diversity of the Board is illustrated
as below. Further details on the biographies and experience of the
Directors are set out on page 40 to page 53 of this annual report.
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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.

Age Group
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(5) Measurable Objectives (5)00000

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.

As disclosed in the Prospectus, 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. In particular, Ms. Leelalertsuphakun and Ms. Cai
Li, each a non-executive Directors, is a female. The CBO and CFO,
Ms. Feng Xinyan, the senior vice president, R&D of the Group, Dr. Li
Lok Yee Mandy, the financial controller and company secretary, Ms.
Yau Suk Yan, the head of regulatory affairs, Ms. Carol Liu, and the
general counsel, Ms. Yang Lei are also female.

As at the date of this annual report, the diversity of employees of
the Company is illustrated as below.
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(6)

(7)

Confirmation of Independence by the
Independent Non-executive Directors

The Company has received from each of the independent non-
executive Directors and Dr. Tam Lai Fan Gloria (who resigned as
independent non-executive Director on April 11, 2022) an annual
confirmation in writing of his/her independence pursuant to Rule 3.13
of the Listing Rules. The Company considers that, during the
Reporting Period and up to 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 Reporting Period, all Directors, namely Dr. Li Xiaoyi,
Mr. Dai Xiangrong, Ms. Leelalertsuphakun Wanee, Ms. Tiantian
Zhang, Ms. Cai Li, Mr. Chen Yu, Mr. Wong Hin Wing, Prof. Lo
Yuk Lam and Dr. Tam Lai Fan Gloria® 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.

Prior to the Listing, each of the aforesaid Directors has attended
the training courses conducted by the Hong Kong legal adviser of
the Company. The content of such training related to the duties of
directors and on-going obligations of listed companies.

Note:

(€D} On April 11, 2022, Dr. Tam Lai Fan Gloria has resigned as an

independent non-executive Director of the Company.
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(8) Chairman and Chief Executive Officer (8) 000000

Pursuant to code provision C.2.1 in Part 2 of the CG Code, the roles
of chairman and chief executive should be separate and not be
performed by the same individual. Dr. Li Xiaoyi currently serves as
both the Chairman of the Board and the CEO. Dr. Li Xiaoyi has been
operating and managing our Group since its establishment. Our
Board believes that vesting the roles of both CEO and Chairman of
the Board in the same person has the benefit of ensuring consistent
leadership and efficient discharge of executive functions within our
Group. We consider that the balance of power and authority of the
present arrangement will not be impaired as the Board comprises
eight other experienced and high-calibre individuals who would be
able to offer advice from various perspectives. In addition, for major
decisions of our Group, our Board will make consultations with
appropriate Board committees and senior management.

Therefore, our Directors consider that the present arrangement
is beneficial to and in the interest of our Company and our
Shareholders as a whole and the deviation from Code provision
C.2.1 in Part 2 of the CG Code is appropriate in such circumstance.
The Board will continue to review the effectiveness of the corporate
governance structure of our Group in order to assess whether
separation of the roles of chairman of the Board and CEO is
necessary.

The Company is committed to maintain a high standard of corporate
governance (which is of critical importance to our development) to
protect the interest of the Shareholders. Save as disclosed above,
our Directors consider that the Company has complied with all
applicable code provisions of the CG Code as set out in Appendix 14
to the Listing Rules from the Listing Date and up to the date of this
report.

(9) Appointment and Re-Election of Directors

Each of our executive Directors has entered into a service contract
with our Company on April 1, 2021. The initial term of their
respective service contracts shall commence from the Listing
Date and continue for a period of three years until terminated in
accordance with the terms and conditions of the service contract
or by our executive Directors giving to us not less than thirty days’
prior notice in writing.
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Each of our non-executive Director and independent non-executive
Directors has entered into an appointment letter with our Company
on April 1, 2021. The initial term for their appointment letters shall
commence from the Listing Date and continue for a period of three
years 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.

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).

Pursuant to the Articles of Association, at every annual general
meeting of the Company, one-third of the Directors for the time
being (or, if their number is not three or a multiple of three, then
the number nearest to, but not less than, one-third) shall retire from
office and be eligible for re-election at each annual general meeting,
provided that every Director is subject to retirement by rotation at
least once every three years. A retiring Director shall retain office
until the close of the meeting at which he retires and shall be eligible
for re-election thereat.

(10) Board Meetings, Committee Meetings and

General Meeting

The Company became listed on April 29, 2021. The Company adopts
the practice of holding Board meetings regularly, at least four times
a year, and at approximately quarterly intervals. Remuneration
Committee shall meet at least once every year and the Audit
Committee shall meet at least twice a year. Due notice should
be given for all Board meetings to provide all Directors with an
opportunity to attend and include matters in the agenda for a regular
meeting. Minutes of meetings are kept by the company secretary
or the duly appointed secretary of the relevant Board committees
with copies circulated to relevant Board or Board Committee for
comments and records.

The Board has established the Investment Committee and Executive
Committee on November 26, 2021 to handle affairs relating to
the investment aspects of the Company, further regulate the
governance structure of the Board and safeguard the interests of the
Shareholders.

Due to the fact that the Company was listed on April 29, 2021, two
Board meetings, one Audit Committee meeting, one Remuneration
Committee meeting and one Nomination Committee meeting were
held during the period from the Listing Date and up to December 31,
2021.
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A summary of the attendance record of the Directors at Board 00000000000 0202101203100
meetings, committee meetings and general meeting during the Jo00000oo0o00ooooooooooo
period from the Listing Date and up to December 31, 2021 is set out ooooooooo

in the following table below:

Audit Remuneration Nomination Investment Executive General

Board Committee Committee Committee Committee Committee Meeting
Name of Director oooo ooo ooooo 0oooo ooooo ooooo poooo 0ooo
Executive Directors: oonooo
Dr. Li Xiaoyi goooo 2 - - 1 = = _
Mr. Dai Xiangrong ooooo 2 - - - - - -
Non-executive Directors: oooooo
Ms. Leelalertsuphakun Wanee 00000 2 - - - - - =
Ms. Tiantian Zhang ooooo 2 - 1 - - - -
Ms. Cai Li oooo 2 1 - = = - -
Mr. Chen Yu 000D 2 - - - - - -
Independent Non-executive 00000000

Directors:
Mr. Wong Hin Wing ooooo 2 1 1 1 - - -
Prof. Lo Yuk Lam ooooo 2 - 1 1 - - -
Dr. Tam Lai Fan Gloria® goooow 2 1 - - - - -
Note: goog
(¢5) On April 11, 2022, Dr. Tam Lai Fan Gloria has resigned as an @ 02022040110 000000000000
independent non-executive Director of the Company. goooooo
(11)Model Code for Securities Transactions (A1)ooooooooono

The Company has adopted the Model Code set out in Appendix 10 to gooooooo0ooOobOoOooOooboOooobono
the Listing Rules as its securities code to regulate the dealing by the ooooOoOo0oooooOoOoOoOOoOoooooa
Directors in securities of the Company. ooooo
Having made specific enquiry of all Directors, all of them have oooooo0O0DooooOO0O0oOoOooooooan
confirmed that they have complied with the Model Code during the ooooooO0oooooO0oOoOoOoOoooooan
period from the Listing Date to the date of this report. No incident of goboooooobobobobooboooobobog
non-compliance of the Model Code by the employees who are likely 0oooO0oooO0oooooo

to be in possession of inside information of the Company was noted
by the Company.




(12) 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.
Directors could have recourse to seek independent professional
advice in performing their duties at the Company’s expense and
are encouraged to access and to consult with the Company’s senior
management independently.

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.

(13) 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 Company’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
Company;

(c) to review and monitor the Company’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 Company; and

(e) review the Company’s compliance with the code and disclosure
in the Corporate Governance Report of the Company.
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BOARD COMMITTEES oooog

(1) Nomination Committee (1)00000

We established a Nomination Committee on April 1, 2021 with its
written terms of reference in compliance with the Listing Rules. As at
the date of this annual report, the Nomination Committee currently
comprises one executive Director, namely Dr. Li Xiaoyi and two
independent non-executive Directors, namely Prof. Lo Yuk Lam and
Mr. Wong Hin Wing. Dr. Li Xiaoyi is the chairman of the committee.

The primary duties of the Nomination Committee are to review the
structure, diversity, size and composition of the Board, assess the
independence of the independent non-executive Directors and to
make recommendations to our Board regarding the appointment of
Directors and Board succession. The written terms of reference of
the Nomination Committee are available on the respective website
of the Stock Exchange and the Company.

Due to the fact that the Company was listed on April 29, 2021,
one Nomination Committee meeting was held during the Reporting
Period and the attendance record of the committee members is set
out in the section headed “Board Meetings, Committee Meetings and
General Meeting” of this report. The following is a summary of key
work performed by the Nomination Committee during the Reporting
Period:

. assessed the independence of the independent non-executive
Directors; and

- reviewed the structure, size and composition of the Board.

The Nomination Committee will assess the candidate or incumbent
on criteria such as integrity, experience, skill and ability to commit
time and effort to carry out the duties and responsibilities. The
recommendations of the Nomination Committee will then be put to
the Board for decision.
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(2) 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 Directors 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.

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
Directors’ election. 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.
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(3) Remuneration Committee (3)000oo

We established a Remuneration Committee on April 1, 2021 with
its written terms of reference in compliance with the Listing Rules.
As at the date of this annual report, the Remuneration Committee
currently comprises two independent non-executive Directors,
namely Prof. Lo Yuk Lam and Mr. Wong Hin Wing, and one non-
executive Director, namely Ms. Tiantian Zhang. Prof. Lo Yuk Lam is
the chairman of the committee.

The primary duties of the Remuneration Committee include, but
are not limited to, the following: (i) assessing performance of
executive Directors; (ii) making recommendations to the Board on
our policy and structure for all remuneration of Directors and senior
management and on the establishment of a formal and transparent
procedure for developing the policy on such remuneration; (iii)
determining the specific remuneration packages of all Directors and
senior management; and (iv) reviewing and approving performance-
based remuneration by reference to corporate goals and objectives
resolved by the Board from time to time.

Due to the fact that the Company was listed on April 29, 2021, one
Remuneration Committee meeting was held during the Reporting
Period and the attendance record of the committee members is set
out in the section headed “Board Meetings, Committee Meetings
and General Meeting” of this report. The following is a summary of
key work performed by the Remuneration Committee during the
Reporting Period:

. made recommendations to the Board on the remuneration
package of the individual executive Directors and senior
management;

. reviewed and made recommendations to the Board on the

Company’s policy and structure for the remuneration of all
Directors and senior management; and

- reviewed the performance of duties of Directors and senior
management of the Company and conducted annual
performance appraisals on them.

The Remuneration Committee has adopted the second model
described in code provision E.1.2(c) in Part 2 of the CG Code (i.e.
make recommendation to our Board on the overall remuneration
policy and structure relating to all Directors and senior management
of the Group).
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Remuneration by band of the senior management (including two
Directors) of the Group for the year ended December 31, 2021 are
set out below:
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Number of senior

Remuneration band (HK$) management
goomooo ooooooog
0-10,000,000 13
10,000,001-20,000,000 2
20,000,001-30,000,000 —
30,000,001-40,000,000 -
40,000,001-50,000,000 1

(4) Audit Committee

We established an Audit Committee on April 1, 2021 with its written
terms of reference in compliance with the Listing Rules. The Audit
Committee comprised of one non-executive Director and two
independent non-executive Directors from the Listing Date to April
11, 2022. On April 11, 2022, Dr. Tam Lai Fan Gloria has resigned as
an independent non-executive Director and ceased to be a member
of the Audit Committee. Following the resignation of Dr. Tam, the
Audit Committee comprises of only two members, namely, Mr. Wong
Hin Wing, an independent non-executive Director and Ms. Cai Li, a
non-executive Director, which results in that the number of members
of the Audit Committee falls below the minimum number required
under Rule 3.21 of the Listing Rules. As such, the Board will make
its best endeavors to identify suitable candidate to fill the vacancy as
soon as practicable and within three months from April 11, 2022 in
order to ensure compliance by the Company with the requirements
under the Listing Rules. Mr. Wong Hin Wing, being the chairman of
the committee, is appropriately qualified as required under Rules
3.10(2) and 3.21 of the Listing Rules. The primary duties of the
Audit Committee are to review and supervise the financial reporting
process and the risk management and internal controls system
of our Group, review the financial information of our Company,
review the effectiveness of internal audit function, consider issues
relating to the external auditors and their appointment, review and
approve connected transactions and to advise the Board. The Audit
Committee is also responsible for integrity audit and inspection in
accordance with the whistleblowing policy, which provides proper
arrangements for employees, in confidence, to raise concerns about
possible improprieties in financial reporting, internal control and
other matters. The whistleblowing policy aims to provide reporting
channels and guidance on reporting possible improprieties in matters
of financial reporting or other matters, and reassurance to persons
reporting his or her concerns under this policy of the protection that
the Company will extend to them against unfair disciplinary action or
victimization for any genuine reports made.
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Due to the fact that the Company was listed on April 29, 2021, one
Audit Committee meeting was held during the Reporting Period
and the attendance record of the committee members is set out
in the section headed “Board Meetings, Committee Meetings and
General Meeting” of this report. The following is a summary of work
performed by the Audit Committee during the Reporting Period:

- reviewed together with the management the accounting
principles and policies adopted by the Company and the
financial statements for the six months ended June 30, 2021;
and

- reviewed the risk management and internal control systems
and the effectiveness of internal audit function and discussed
with the management and internal audit on their findings. For
details, please refer to the section headed “Risk Management
and Internal Control” of this report.

(5) Investment Committee

We established the Investment Committee on November 26, 2021.
As at the date of this annual report, the Investment Committee
currently comprises two independent non-executive Directors,
namely Mr. Wong Hin Wing and Prof. Lo Yuk Lam and one executive
Director, namely Dr. Li Xiaoyi. Mr. Wong Hin Wing is the chairman
of the committee. The primary duties of the Investment Committee
are to review proposed investments, make recommendations to the
Board, make subsequent assessments of investments, and review
and consider the overall investment strategy, direction and business
development of the Company.

Due to the fact that the Investment Committee was only established
in November 2021, no Investment Committee meeting was held
during the period from the Listing Date and up to December 31,
2021.

(6) Executive Committee

We established the Executive Committee on November 26, 2021. As
at the date of this annual report, the Executive Committee currently
comprises two executive Directors, namely Dr. Li Xiaoyi and Mr. Dai
Xiangrong, Company’s CSO, Dr. Lau Lit Fui, Company’s CBO and
CFO, Ms. Feng Xinyan and Company’s CMO, Dr. Albert Tsai Jr. The
chairman of the committee is Dr. Li Xiaoyi. The primary duties of
the Executive Committee are to manage the day-to-day activities of
the Company’s business through (i) development and implementing
strategy, operational plans, policies, procedures and budgets; (ii)
deriving and monitoring operating and financial performance; (iii)
assessing and controlling risk; and (iv) prioritizing and allocating
resource.

. . ) ) ) ) .
) ) . . . . .
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Due to the fact that the Executive Committee was only established in
November 2021, no Executive Committee meeting was held during
the period from the Listing Date and up to December 31, 2021.

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, 2021 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 it is 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.

The Board has the overall responsibility for evaluating and determining
the nature and extent of the risks it is willing to take in achieving the
Company’s strategic objectives, and establishing and maintaining
appropriate and effective risk management and internal control systems.
The Audit Committee assists the Board in leading the management
and overseeing their design, implementation and monitoring of the risk
management and internal control systems.

.
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The Company has developed and adopted various risk management
procedures and guidelines with defined authority for implementation by
key business processes and office functions. All departments conducted
internal control assessment regularly to identify risks that potentially
impact the business of the Group and various aspects including key
operational and financial processes, regulatory compliance and information
security.

The management, in coordination with department heads, assessed the
likelihood of risk occurrence, provide treatment plans, and monitor the
risk management progress, and reported to the Audit Committee and the
Board on all findings and the effectiveness of the systems.

We provide various training programs to keep our employees updated of
relevant laws, regulations and policies. Our new employees are required
to attend compliance training programs soon after on-boarding, and must
pass tests which examine their understanding of the compliance issues
addressed by the training programs. Our employees are also required to
regularly attend further onsite and online training sessions to keep them
informed of the recent updates in the relevant laws and regulations.

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.

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, 2021 were submitted to the Audit Committee
and the Board of Directors for review in March 2022. The Board, as
supported by the Audit Committee as well as the management, reviewed
the effectiveness of risk management and internal control systems,
including the financial, operational and compliance controls, for the year
ended December 31, 2021, and considered that such systems are effective
and adequate. The annual review also covered the financial reporting and
internal audit function, qualifications, experiences, training programmes
and relevant resources.

AUDITOR’S REMUNERATION

Audit fees of the Group for the year ended December 31, 2021 payable to
the external auditors were approximately RMB1.8 million and the Group
incurred approximately RMBO0.8 million in 2021 for non-audit services
related to review of interim financial information and other advisory
services.
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COMPANY SECRETARY

In compliance with Rule 3.29 of the Listing Rules, Ms. Yau Suk Yan
undertook not less than 15 hours of relevant professional training to
update her skills and knowledge during the Reporting Period.

GENERAL MEETING

The Company became listed on April 29, 2021. No general meeting was
held after the Listing.

COMMUNICATION WITH SHAREHOLDERS
AND INVESTOR RELATIONS

The Company considers that effective communication with the
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 AGM provides opportunity for Shareholders to communicate directly
with the Directors. The chairman of the Board will attend the AGM to
answer Shareholders’ questions.

To promote effective communication, the Company adopts a Shareholders’
communication policy which aims at establishing a two-way relationship and
communication between the Company and its Shareholders and maintains
a website at zkoph.com, where up-to-date information on the Company’s
business operations and developments, financial information, corporate
governance practices and other information are available for public access.
The Board has reviewed the implementation and effectiveness of the
Shareholders’ communication policy conducted from the Listing Date to the
end of the Reporting Period regularly and considered the policy effective
and adequate. The Board will continue to review the Shareholders’
communication policy regularly to ensure its effectiveness.

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.
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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 64 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 requisition of one or more Shareholders holding, at the date
of deposit of the requisition, not less than one tenth of the paid
up capital of the Company having the right of voting at general
meetings. Such requisition shall be made in writing to the Board or
the Company secretary for the purpose of requiring an extraordinary
general meeting to be called by the Board for the transaction of any
business specified in such requisition. Such meeting shall be held
within two Months after the deposit of such requisition. If within
21 days of such deposit, the Board fails to proceed to convene
such meeting, the requisitionist(s) himself (themselves) may do
so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) 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 64 of the Articles of Association for
requisitioning an extraordinary general meeting and including a
resolution at such meeting. The requirements and procedures of
Article 64 are set out above.

As regards proposing a person for election as a Director, the
procedures are available on the website of the Company.

(3) Enquires to the Board

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

Address: Unit 716, 7/F, Building 12W, Phase 3,
Hong Kong Science Park, Shatin, Hong Kong

Email: info@zkoph.com
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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.
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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
the paragraphs headed “Risk Factors — Risks Relating to Doing Business in
China — We may rely on dividends and other distributions on equity paid
by our PRC subsidiary to fund any cash and financing requirements we
may have, and any limitation on the ability of our PRC subsidiary to make
payments to us could have a material and adverse effect on our ability to
conduct our business” of the Prospectus.

CHANGE IN CONSTITUTIONAL
DOCUMENTS

The Articles of Association has been amended and restated with effect
from the Listing Date, and are available on the respective websites of the
Stock Exchange and the Company.

On March 23, 2022, the Board has resolved to propose the adoption
of the amended and restated Articles of Association to conform to the
amended Appendix 3 to the Listing Rules under the new listing regime for
overseas issuers which took effect on 1 January 2022, which streamlines
and standardizes a uniform set of 14 core standards for shareholder
protections for all issuers regardless of their place of incorporation. The
proposed adoption of the amended and restated Articles of Association is
subject to the approval by the Shareholders by way of a special resolution
to be considered and, if thought fit, passed at the AGM. The amended
and restated Articles of Association, if approved by the Shareholders,
will become effective at the AGM. For details, please refer to the
announcement of the Company dated March 23, 2022 published on the
respective websites of the Stock Exchange and the Company.

Save as disclosed above, there is no other change in constitutional
documents of the Company from the Listing Date up to the date of this
annual report.
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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, 2021.

BOARD OF DIRECTORS

During the year ended December 31, 2021, the Board comprised two
executive Directors, four non-executive Directors and three independent
non-executive Directors. The director who held office from the Listing Date
till December 31, 2021 were:

Executive Directors

Dr. Li Xiaoyi (Chairman of the Board and CEO)
Mr. Dai Xiangrong

Non-executive Directors

Ms. Leelalertsuphakun
Ms. Tiantian Zhang
Ms. Cai Li

Mr. Chen Yu

Independent Non-executive Directors

Mr. Wong Hin Wing
Prof. Lo Yuk Lam
Dr. Tam Lai Fan Gloria (resigned on April 11, 2022)®

Note:

(¢5) On April 11, 2022, Dr. Tam Lai Fan Gloria has resigned as an independent non-
executive Director. Following the resignation of Dr. Tam Lai Fan Gloria with
effect from April 11, 2022, the Company has two independent non-executive
Directors. Following her resignation, the total number of independent non-
executive Directors accounts for less than one-third of Board members, and
hence the Company fails to meet the requirement of Rule 3.10A of the Listing
Rules and the number of independent non-executive Directors and the number
of members of the Audit Committee fall below the minimum number required
under Rules 3.10(1) and 3.21 of the Listing Rules. As such, the Board will make
its best endeavors to identify suitable candidate to fill the vacancy as soon as
practicable and within three months from April 11, 2022 in order to ensure
compliance by the Company with the requirements under the Listing Rules.

Save for the resignation of Dr. Tam Lai Fan Gloria as an independent
non-executive Director which took effect from April 11, 2022, all the
abovenamed Directors remained as Directors of the Company up to the
date of this annual report.

GENERAL INFORMATION

The Company was incorporated in the British Virgin Islands on January 20,
2017 with limited liability and continued in the Cayman Islands on April
29, 2021 as an exempted company with limited liability. The Company’s
Shares were listed on the Main Board of the Stock Exchange on April 29,
2021.
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PRINCIPAL ACTIVITIES

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

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 the sections headed “Management Discussion and
Analysis” on page 13 of this annual report.

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:

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

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

- 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.

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

- We may incur additional costs or experience delays in completing,
or may ultimately be unable to complete, the development and
commercialization of our drug candidates.
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- We may be unable to obtain, or experience delays in obtaining,
required regulatory approvals for our drug candidates in our target
markets.

- Our drug candidates, if and when approved, will be subject to

ongoing regulatory obligations and continued regulatory review,
which may result in significant additional expense and we may
be subject to penalties if we fail to comply with regulatory
requirements.

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

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

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 websites
of the Stock Exchange and the Company before May 31, 2022.

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, 2021, 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 the section headed “Management
Discussion and Analysis” on page 39 of this annual report.
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RETIREMENT BENEFITS SCHEME

The Group operates a mandatory provident fund scheme (the “MPF
scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance and not previously covered by the defined
benefit retirement plan. The MPF scheme is a defined contribution
retirement plan administered by independent trustees. Under the MPF
scheme, the employer and its employees are each required to make
contributions to the plan at 5% of the employees’ relevant income, subject
to a cap of monthly relevant income of HK$30,000. Contributions to the
plan vest immediately.

Pursuant to the relevant labor rules and regulations in the PRC, the Group
in the PRC participate in defined contribution retirement benefit schemes
(the “Schemes™) organized by the local government authorities whereby
the Company and its subsidiaries in the PRC are required to make
contributions to the Schemes based on certain percentages of the eligible
employee’s salaries. The local government authorities are responsible for
the entire pension obligations payable to the retired employees.

Details of the pension contributions of the Company are set out in Note 7
to the Consolidated Financial Statements in this annual report.

MAJOR SUPPLIERS

For the year ended December 31, 2021, the Group’s suppliers primarily
consisted of (i) CROs, who provided contracting services for R&D and (ii)
suppliers of raw materials, reference drugs, machinery and equipment used
in our R&D and manufacturing activities.

For the year ended December 31, 2021, purchases from the Group’s
five largest suppliers in the aggregate amounted to RMB102.0 million,
accounted for 24.2% of the Group’s total purchases for the same year.

Lee’s Pharm Hefei was an indirect wholly owned subsidiary of Lee’s Pharm,
our Substantial Shareholder, and the Group’s largest supplier during
the Reporting Period. Purchases from Lee’s Pharm Hefei for the year
ended December 31, 2021 amounted to RMB70.2 million, accounting for
approximately 16.6% of the Group’s total purchase amount for the same
year.

Save as disclosed above, 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, 2021, the Group did not experience
any significant disputes with its suppliers.
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MAJOR CUSTOMERS

As of the date of this report, the Group had not commenced any
commercialization. We did not generate any revenue during the Reporting
Period and thus we did not have any major customer during the same
period.

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 Suppliers

We maintained good and stable relationship with our existing suppliers.
When procurement of raw materials or services or procurement from new
suppliers is necessary, we would strictly follow our internal procurement
policy to select suppliers, raw materials or services. For selecting
CRO service providers, our procurement team normally requests the
potential supplier to provide, among others, its industrial background
and credentials, an initial service plan designed by the CRO service
provider and the quotations with breakdown of detailed components
of the CRO services and procedures involved. Furthermore, our
procurement department routinely monitors market price for procurement
of raw materials and relevant services necessary for our business, for
benchmarking and cost control purposes.

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 applicable laws and regulations.

Relationship with Our Licensing Partners and
Business Partners

We maintain long-term relationships and effective communication with
our licensing partners and business partners to better achieve corporate
goals, through leveraging their resources and established capabilities. We
believe that licensing arrangements and business partnerships are in the
interests of our Shareholders as a whole.
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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 dialogue with the Shareholders and listen
carefully to the views and feedback from the Shareholders.

BIOGRAPHIES OF THE DIRECTORS AND
SENIOR MANAGEMENT

The biographical details of the Directors and the senior management of
the Company are set out in the section headed “Profiles of Directors and
Senior Management” on pages 40 to 53 of this annual report.

SERVICE CONTRACTS OF THE DIRECTORS

Each of our executive Directors has entered into a service contract with
our Company on April 1, 2021. The initial term of their respective service
contracts shall commence from the Listing Date and continue for a
period of three years until terminated in accordance with the terms and
conditions of the service contract or by our executive Directors giving to us
not less than thirty days’ prior notice in writing.

Each of our non-executive Director and independent non-executive
Directors has entered into an appointment letter with our Company
on April 1, 2021. The initial term for their appointment letters shall
commence from the Listing Date and continue for a period of three years
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.

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 annual general meeting of the Company 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).
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed in this annual report, at no time during the year ended
December 31, 2021 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.

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 Pre-IPO Share Option Scheme
and the Post-1PO Share Option Scheme.

Details of the remuneration of the Directors, CEO and the five highest
paid individuals for the Reporting Period are set out in Note 10 to the
consolidated financial statements. During the Reporting Period, none of the
Directors waived or agreed to waive any remuneration and there was no
emoluments paid by the Group to any of the Directors 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, 2021.

Report of Directors
SERSRERERE

guooobobuoogooo

gb0ooo0o0oo0o0000o002021012031000
goooooooOoooooooooooooooo
oo0oo0ooooo0o0o0ooooooOoooooooon
0000000000000000000001800
gOo0oO0ooocoO0oO0oO0ooooOoOooOoOoOoOooooo
goooOoO0O0o0oO0coOO0OO0OOOOooo

guoobobogoooooo

goooOooos2s0000000000000A0
goooooooooooooooOoooooooo
go0oooooo0o0o0ooooooOoooooooon
g00o0ooooo0o00oooooocoOoOoooooo
gO00o0oOoocoO0oO0oO0oOoOooOoOoocOoOoOoOoOooOoo
gooooO0OOo0oOoCcoOoOOOoOoOoooooo

gO00o0oOoocoO0oO0oO0oOoOooOoOoocOoOoOoOoOooOoo
go0O00o000o00lo0oOOOOOOOODOOOO
g00o0oo0ooOooO0o0o0oOoooOoOoocOoOoOoOoOooOoDOo
go0oooooo0o0o0oooooboOoooooooo
ooo

gogoboobbboooooon
g

go0ooooooOo0oOooooooOoOooOooooo
goooooooooooooooOoooooooo
000000000000002021012031000
gooooO0oO0O00000O0OoOO0OO0mOOoooo
gooooOoO0mOoOoOoooooOoOoO0OOoOooooo
oo



Report of Directors = - - o
oooog .- - . . ...

INTERESTS IN CONTRACT OF
SIGNIFICANCE

Since the Listing Date and up to the date of this report, the Company did
not have a controlling shareholder.

DIRECTORS INTERESTS IN COMPETING
BUSINESS

Each of Dr. Li Xiaoyi and Ms. Leelalertsuphakun currently serves as a
director in Lee’s Pharm. As of the date of this report, the remaining
business of the Retained Lee’s Pharm Group includes an ophthalmic
drug, namely Eyprotor, which is indicated for healing of tissue without
angiogenesis effect, while our product candidates include adapalene/
clindamycin hydrochloride compound gel (“ACCG”), a dermatological
drug candidate for the treatment of moderate acne vulgaris. Each of Lee’s
Pharm and our Company considers that the existence of Eyprotor and
ACCG will not affect the business delineation and give rise to any material
competition between our Group and the Retained Lee’s Pharm Group for
the reasons set out in the section headed “Relationship with Lee’s Pharm —
Delineation of Business between the Retained Lee’s Pharm Group and our
Group — Delineation of Businesses” of the Prospectus.

Dr. Li Xiaoyi resigned from all his executive positions in Lee’s Pharm
prior to Listing and currently only serves as a non-executive director in
Lee’s Pharm. Although Ms. Leelalertsuphakun currently still serves as an
executive director and managing director in Lee’s Pharm, she only takes a
non-executive role in our Company and will not hold any executive senior
management position within our Group. Our Directors are of the view that
our Group will be managed and will operate independently of Lee’s Pharm
in the interests of our Shareholders as a whole. For further details about
the independence of our Company from the Retained Lee’s Pharm Group,
please see the section headed “Relationship with Lee’s Pharm” of the
Prospectus.

Save as disclosed in the Prospectus and save for their respective interests
in the Group, none of the Directors was interested in any business which
competes or is likely to compete, directly or indirectly, with the businesses
of the Group pursuant to Rule 8.10 of the Listing Rules for the year ended
December 31, 2021.

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.
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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, 2021.

CONTINUING CONNECTED
TRANSACTIONS

Among the related party transactions disclosed in Note 28 to the
consolidated financial statements, the following transactions constitute
connected transactions for the Company under Rule 14A.23 of the
Listing Rules and are required to be disclosed in this annual report in
accordance with Rule 14A.71 of the Listing Rules. The Company confirmed
that the other related party transactions do not fall under the definition
of “connected transaction” or “continuing connected transaction” (as
the case may be) under Chapter 14A of the Listing Rules and complied
with the disclosure requirements in accordance with Chapter 14A of the
Listing Rules. Please see below the information required to be disclosed in
compliance with Chapter 14A of the Listing Rules.

(1) Procurement of CRO Services

Lee’s Pharm Hefei is an indirect wholly owned subsidiary of Lee’s
Pharm, our Substantial Shareholder. Under the Listing Rules, Lee’s
Pharm Hefei is regarded as our connected person. Pursuant to
the Master CRO Service Agreement entered into between Zhaoke
Guangzhou and Lee’s Pharm Hefei on April 1, 2021, our Group
agreed to engage Lee’s Pharm Hefei as a CRO service provider to
provide relevant CRO services for developing our CsA ophthalmic
gel, ZKY001 and levobetaxolol HCI. The Master CRO Service
Agreement has a term commencing from the date of the agreement,
and continue to be in force until the completion of the clinical trial
projects contemplated thereunder. Based on our independent
assessment and commercial judgement, and considering the overall
commercial terms, the R&D capabilities and dedication proposed
by Lee’s Pharm Hefei and its relevant industry knowledge and
experience, we believe engaging Lee’s Pharm Hefei as our CRO
service provider to provide the service contemplated under the
Master CRO Service Agreement is commercially beneficial to the
business of our Group. For further details on the procurement
of CRO services, please refer to the section headed “Connected
Transactions — Non-Exempt Continuing Connected Transactions —
Procurement of CRO Services” of the Prospectus.

Historical transaction amounts

The transaction amount incurred under the Master CRO Service
Agreement for the year ended December 31, 2021 was RMB50.3
million.
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Caps on future transaction amounts

The proposed annual cap for the service fees under the Master
CRO Service Agreement for the year ended December 31, 2022 is
RMB31.0 million.

The Company’s auditors were engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s
Letter of Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified
Public Accountants. The auditors have issued an unqualified letter
containing their responsibilities and conclusions in respect of the
abovementioned continuing connected transactions as disclosed by
the Group in this annual report in accordance with Rule 14A.56 of
the Listing Rules. A copy of the auditor’s letter has been provided by
the Company to the Stock Exchange.

For the year ended December 31, 2021, our Directors, including
the independent non-executive Directors have reviewed the
aforesaid continuing connected transactions and confirmed that the
transactions have been entered into: (i) the continuing connected
transactions as set out above have been entered into in the ordinary
and usual course of business of our Group, on normal commercial
terms or terms better to us, in accordance with the relevant
agreements governing them that are fair and reasonable and in the
interest of us and our Shareholders as a whole; and (ii) the proposed
annual cap for the non-exempt continuing connected transactions
described in this section are fair and reasonable and in the interest
of our Company and the Shareholders as a whole.

Termination of Continuing Connected Transactions

On January 26, 2022, the Group and Lee’s Pharm Hefei mutually
agreed to early terminate the Master CRO Service Agreement
with effect from the date of completion of Phase Il clinical trial of
ZKYO0O01 for the indication of CED. The reason for early termination
is because patient enrollment related to the clinical trial of CsA
ophthalmic gel and levobetaxolol HCI has been completed in 2021
and there would be further change over the design of ZKYOO1's
ongoing clinical trial with additional indications newly explored. The
Company decided to delegate the remaining clinical trial projects to
another independent third party service providers after considering
its suitability based on these new changes and requirement. Upon
such termination, all rights and obligations of the parties to the
Master CRO Service Agreement shall cease and no party shall have
any claim against each other in connection with the Master CRO
Service Agreement. For further details on the termination, please
refer to our announcements published on the websites of the Stock
Exchange and our Company dated January 26, 2022.
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(2) Product Licensing

Lee’s Pharm Guangzhou is an indirect wholly owned subsidiary of
Lee’s Pharm, our Substantial Shareholder. Lee’s Pharm International
is our Substantial Shareholder. Under the Listing Rules, Lee’s
Pharm Guangzhou and Lee’s Pharm International are regarded as
our connected persons. Our Company and Zhaoke Guangzhou,
as licensors, entered into the License Agreement with Lee’s
Pharm International and Lee’s Pharm Guangzhou (together, the
“Licensees”) on October 2, 2020, pursuant to which we agreed
to grant exclusive license rights to the Licensees to promote and
commercialize the adapalene/clindamycin hydrochloride compound
gel (the “Licensed Product”) in the PRC, Hong Kong, Macau and
Taiwan. In consideration, the Licensees agreed to pay an upfront
payment of US$10,000,000 within 30 days after the signing of the
agreement and a milestone payment of US$5,000,000 within 14
days after obtaining the relevant regulatory approval for the new
drug registration of the Licensed Product in PRC, and to share with
us the profit derived from the sale of Licensed Product (the “Profit
Sharing”). In addition, pursuant to the License Agreement, we were
engaged by the Licensees to exclusively manufacture the Licensed
Product, and shall supply the Licensed Products to the Licensees
in the PRC (the “Licensed Product Supply”) at a determined
supply price per unit. The License Agreement has an initial term
commencing on the date of the agreement and continue to be in
force and effect until the date of the tenth anniversary of the initial
sale of the Licensed Product, and can be automatically extended
for additional consecutive renewal terms of five years each, unless
terminated earlier in accordance with the terms of the License
Agreement. The License Agreement was entered into by our Group
and the Retained Lee’s Pharm Group out of independent commercial
considerations since we expect to focus our resources on the R&D
of ophthalmic pharmaceutical products, while the Retained Lee’s
Pharm Group has a developed business in dermatology field. It is
natural and commercially beneficial for both groups to enter into the
License Agreement so that both groups will be able to stick to their
respective business plans and development paths. For further details
on the procurement of CRO services, please refer to “Connected
Transactions — Non-Exempt Continuing Connected Transactions —
Product Licensing” of the Prospectus.

Historical transaction amount

We have not received any payment under the License Agreement
for the year ended December 31, 2021 since the next payment
milestone under the License Agreement has yet been achieved as of
the end of the Reporting Period and there was no Licensed Products
supplied or net sales revenue incurred for the year ended December
31, 2021 under the License Agreement.
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Caps on future transaction amounts

We have set the annual caps for the Licensed Product Supply and
the Profit Sharing as formulas (the “Formulas™) below:

(i) Licensed Product Supply

The payment to be received by us from the Retained Lee’s
Pharm Group for supplying the Licensed Products will be
determined in accordance with the following formula:

Amount receivable by us under Licensed Product Supply =
Unit supply price* amount of Licensed Product supplied

(i) Profit Sharing

The payment receivable by us from the Retained Lee’s Pharm
Group for Profit Sharing pursuant to the License Agreement
will be determined in accordance with the following formula:

Amount of profit receivable by us under Profit Sharing? = (net
sales revenue® * 55%) — amount receivable by the Group
under Licensed Product Supply (net of tax)

For the year ended December 31, 2021, our Directors, including
the independent non-executive Directors have reviewed the
aforesaid continuing connected transactions and confirmed that the
transactions have been entered into: (i) the continuing connected
transactions as set out above have been entered into in the ordinary
and usual course of business of our Group, on normal commercial
terms or terms better to us, in accordance with the relevant
agreements governing them that are fair and reasonable and in
the interest of us and our Shareholders as a whole; and (ii) the
proposed alternative cap for the non-exempt continuing connected
transactions described in this section are fair and reasonable and in
the interest of our Company and the Shareholders as a whole.

There was no Licensed Products supplied or net sales revenue incurred
for the year ended December 31, 2021 under the License Agreement.
Therefore, the auditor of the Company has not reported on the above
continuing connected transactions contemplated under the License
Agreement pursuant to Rule 14A.56 of the Listing Rules.

The unit supply price is determined by taking into consideration the cost

expected to be incurred by us for the manufacturing of Licensed Products and

a gross profit margin of approximately 60% for such manufacturing.

Net sales revenue shall be net of value-added taxes and sales commissions

paid to distributors.

If the formula produces negative results, we are not obligated to pay any
Retained Lee’s Pharm Group.
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DIRECTORS AND CHIEF EXECUTIVE'S obobooboboboboonog
INTERESTS AND SHORT POSITIONS IN obooboobobobobgd
SHARES, UNDERLYING SHARES AND oooooobooon

DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As of December 31, 2021, the interests and short positions of the Directors 020210120310000000000000000
or chief executive of our Company in any of the Shares, underlying Shares 000000 ooooooooooogXxvomo
and debentures of our Company or its associated corporation (within the 00000000 000oOoooooUoooooOo
meaning of Part XV of the SFO), which have been notified to the Company 000XvOO708000000000000000
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of SFO 0Oo0o0o0o00oo0o0oooooOoOoOoOoOooooo
(including any interest or short positions which they are taken or deemed joo0ooO0o0oO0oo0o0omoooOoOoooOooooo
to have under such provisions of the SFO) or which were recorded in the 000352000 000000000000D0ODOO
register required to be kept by the Company pursuant to Section 352 of joo0o0ooooooooOoOoOoOoooooooooon
the SFO, or otherwise notified to the Company and the Stock Exchange

pursuant to the Model Code were as follows:

Long positions in the Shares or underlying ooooooooooooon
Shares of the Company

Approximate

Number percentage in

Name of Director Nature of interest of Shares shareholding®
oogoo oogo oogo gooooooo®
Dr. Li Xiaoyi Beneficial owner 14,022,800W 2.59%
goood gooood

Interest in controlled corporation 2,187,600® 0.40%

gooooo

Interest of spouse 166,666® 0.03%

oogo
Mr. Dai Xiangrong Beneficial owner 1,261,200® 0.23%
ooooo ooooo
Ms. Leelalertsuphakun Wanee Beneficial owner 23,557 0.00%*
gooood goooo
* less than 0.01 * pOo.01
Notes: gooo

(¢5) Referring to the 14,022,800 Shares underlying the options granted to Dr. Li @ 000D0O00OO0000000OO0OOOOO0O0O0OOoOOoO
Xiaoyi under the Pre-1PO Share Option Scheme. 000o0oo0o0014,022,8000000

2) Dr. Li Xiaoyi holds 65% of the equity interest of Lee’s Healthcare Industry @) 0 0 0O 0O O O O Lee's Healthcare Industry

Investments Limited, which in turn is the general partner of Lee’s Healthcare Investments Limited 65% [ 0O O O O Lee's
Industry Fund L.P. For the purpose of the SFO, Dr. Li is deemed to have an Healthcare Industry Investments Limited O Lee’s
interest in the 2,187,600 Shares held by Lee’s Healthcare Industry Fund L.P. Healthcare Industry Fund L.P.OOOOOOO0OO

0000000000000 O0OLee’s Healthcare
Industry Fund L.P.0002,187,6000 000000
oo

3) Referring to the 166,666 Shares held by Dr. Li Xiaoyi's spouse. 3) g0o0oO0ooOooo0ooOoilee.6e660000
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@4 Referring to the 1,261,200 Shares underlying the options granted to Mr. Dai
Xiangrong under the Pre-1PO Share Option Scheme.

5) Calculated based on the number of the total issued share capital of the
Company as of December 31, 2021, being 541,946,928 Shares.

Save as disclosed above, as of the date of this report, to the best
knowledge of 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 any of its associated corporations (with the meaning of Part XV of the
SFO) 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
SHARES AND UNDERLYING SHARES

As of December 31, 2021, 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:

4 O00Do0O0000000000O0OO00000000O0
oooooooi1,2e1,2000000

(5) 0020210 1203100000000000
541,946,9280 000

go0ooooobo0o0oOoooooOooOoOooooooo
goooooooooooooooOoooooooo
000000000 mOoOO0O0O0000000Xvoo
gO00oo0ooooo0oO00oooooocoOoOoooooo
00000352000 0000000000000A0
gooooO0OOo0o0oCcoOoOO0OOOOOCoooOoo
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0202101203100000000000000 000
gooooOoO0oO0o0OO0o0omoooOoOoOoOoOoOoooo
go0o0ooOooooooOooOOO0OO0OO0OO0OO0O0O0Xvoo
2030 000000000000C000000000
0000000000000003360000000
gooooOoooooo

Long positions in the Shares or underlying ooooooooooooon
Shares of the Company
Total number Approximate
of Shares/ percentage in
Name of Shareholder Nature of interest underlying Shares shareholding®
oogoo oogoo goooboooogo gooooooo®»
Lee’s Pharm Interest in controlled corporation 140,379,600M 25.90%
ooooo gooooo
Lee’s Pharm International Beneficial interest 138,192,000 25.50%
gooboono oooo
Coyote Investment Pte. Ltd. Beneficial interest 71,231,200® 13.14%
Coyote Investment Pte. Ltd. gooo
Apstar Investment Pte. Ltd. Interest in controlled corporation 71,231,200® 13.14%
Apstar Investment Pte. Ltd. gooooo
GIC (Venture) Pte. Ltd. Interest in controlled corporation 71,231,200® 13.14%
GIC (Venture) Pte. Ltd. gooooo
GIC Special Investment Pte. Ltd.  Interest in controlled corporation 71,231,200® 13.14%
GIC Special Investment Pte. Ltd. 000000
GIC Private Limited Interest in controlled corporation 71,231,200® 13.14%
GIC Private Limited gooooo
Beneficial interest 2,314,500 0.43%
oogo
Panacea Venture Healthcare Beneficial interest 33,305,600® 6.15%
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Name of Shareholder
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Nature of interest
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Total number Approximate
of Shares/ percentage in
underlying Shares shareholding®

gooo gooo goooooooo gooooooo»
Panacea Venture Healthcare gooo
Fund I, L.P.
Panacea Venture Healthcare Fund Interest in controlled corporation 33,305,600® 6.15%
GP I, L.P.
Panacea Venture Healthcare Fund 0OOOO0OO
GP I, L.P.
VMS Holdings Limited Interest in controlled corporation 35,747,100® 6.60%
VMS Holdings Limited gooooo
COFL Holdings Limited Beneficial interest 30,627,200® 5.65%
COFL Holdings Limited oooo
Hillhouse Venture Fund V, L.P. Interest in controlled corporation 30,627,200® 5.65%
Hillhouse Venture Fund V, L.P. gooooa
TPG Asia VII SF Pte. Ltd. Beneficial interest 30,627,200® 5.65%
TPG Asia VII SF Pte. Ltd. oooo
Pananus Associates Inc. Interest in controlled corporation 27,530,000 5.08%
Pananus Associates Inc. gooooo
FIL Limited Beneficial interest 17,5000 0.00%*
FIL Limited gooo
FLI Investment Services (UK) Beneficial interest 27,512,500 5.08%
Limited
FLI Investment Services (UK) gooo
Limited
FIDELITY CHINA SPECIAL Beneficial owner 27,512,500 5.08%

SITUATIONS PLC

FIDELITY CHINA SPECIAL

oooo

SITUATIONS PLC

Notes:

@

@

(©))

Lee’s Pharm International is wholly owned by Lee’s Pharm. Therefore, Lee’s
Pharm is deemed to be interested in the 138,192,000 Shares held by Lee’s
Pharm International under the SFO. Approximately 43.16% of the partnership
interest in Lee’s Pharm Healthcare Fund L.P. is held by Lee’s Pharm. Therefore,
Lee’s Pharm is deemed to be interested in the 2,187,600 Shares held by Lee’s
Pharm Healthcare Fund L.P. under the SFO.

Coyote Investment Pte. Ltd. is a wholly owned subsidiary of Apstar Investment
Pte Ltd., which is in turn a wholly owned subsidiary of GIC (Ventures) Pte.
Ltd. Coyote Investment Pte. Ltd. is managed by GIC Special Investments Pte.
Ltd., which is wholly owned by GIC Private Limited. Therefore, each of Apstar
Investment Pte Ltd., GIC (Ventures) Pte. Ltd., GIC Special Investments Pte.
Ltd. and GIC Private Limited is deemed to be interested in the 71,231,200
Shares held by Coyote Investment Pte. Ltd. under the SFO.

Panacea Venture Healthcare Fund GP I, L.P. is the general partner of Panacea
Venture Healthcare Fund I, L.P. and Panacea Venture Healthcare Fund GP
Company, Ltd. is the general partner of Panacea Venture Healthcare Fund
GP 1, L.P. Accordingly, each of Panacea Venture Healthcare Fund GP I, L.P.
and Panacea Venture Healthcare Fund GP Company, Ltd. is deemed to be
interested in the 33,305,600 Shares held by Panacea Venture Healthcare Fund I,
L.P. under the SFO.

ooo

@

&)

®3)

go00D0o0ODOO0o0OO0O0ObOO0O0ODOOODOObOOODO
00000000000 0OO0OO0ODOO0OOOODOOODO
0 0138,192,0000 00000 00O O Lee’s Pharm
Healthcare Fund L.P.0 43.16%0 0000000
00000000000 0OO0O0ODOO0OOOODOOODO
0000 Lee’s Pharm Healthcare Fund L.P.0O O O
2,187,.60000000000DO

Coyote Investment Pte. Ltd.0 Apstar Investment
Pte Ltd.0 0 0O O O O O O O Apstar Investment
Pte Ltd.O GIC (Ventures) Pte. Ltd.0 00 0 00O
0 O Coyote Investment Pte. Ltd. 0 GIC Special
Investments Pte. Ltd. O O 0O 0O GIC Special
Investments Pte. Ltd.0 GIC Private Limitedd O O
000000000 0D00D00DApstar Investment
Pte Ltd.O GIC (Ventures) Pte. Ltd.[ GIC Special
Investments Pte. Ltd. 0 GIC Private Limited [0
0O 0O 0O O O Coyote Investment Pte. Ltd. 0 O O
71,231,2000 00000000

Panacea Venture Healthcare Fund GP I, L.P. O
Panacea Venture Healthcare Fund I, L.P. 0 O O
0 O 0 0O 0O Panacea Venture Healthcare Fund GP
Company, Ltd. O Panacea Venture Healthcare
Fund GP I, LP.O0OO0OOODOOOCOOOOOODO
0 0O O O O Panacea Venture Healthcare Fund
GP I, L.P. O Panacea Venture Healthcare Fund
GP Company, Ltd.0 O O O 0O O Panacea Venture
Healthcare Fund I, L.P.00 0 0 33,305,6000 0 0 O
ooooo
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@4 Each of Smart Rocket Limited, VMS Zhaoke Investments Fund SP and Bio
Success Investment Limited holds 26,742,400, 4,629,500 and 4,375,200
Shares, respectively. Smart Rocket Limited, VMS Zhaoke Investment Fund
SP and Bio Success Investments Limited are all indirect subsidiaries of VMS
Holdings Limited, the ultimated beneficial owner of which is by Ms. Mak
Siu Hang Viola (O O O). Therefore, each of Ms. Mak Siu Hang Viola and VMS
Holdings Limited is deemed to be interested in the 26,742,400 Shares held by
Smart Rocket Limited, the 4,629,500 Shares held by VMS Zhaoke Investment
Fund SP and the 4,375,200 Shares held by Bio Success Investments Limited
under the SFO.

5) COFL Holdings Limited is a wholly owned subsidiary of Hillhouse Venture Fund V,
L.P. Hillhouse Capital Management, Ltd. acts as the sole management company
of Hillhouse Venture Fund V, L.P. Therefore, Hillhouse Venture Fund V, L.P. and
Hillhouse Venture Fund V, L.P. are deemed to be interested in the 30,627,200
Shares held by COFL Holdings Limited under the SFO.

(6) Each of TPG Asia VII Finance, Limited Partnership (as sole ordinary shareholder
of TPG Asia VIl SF Pte. Ltd.), TPG Asia GenPar VII, L.P. (as a general partner
of TPG Asia VII Finance, Limited Partnership), TPG Asia GenPar VIl Advisors,
Inc. (as a general partner of TPG Asia GenPar VII, L.P.), TPG Holdings III,
L.P. (as the sole ordinary shareholder of TPG Asia GenPar VIl Advisors, Inc.),
TPG Holdings IlI-A, L.P. (as a general partner of TPG Holdings I, L.P.), TPG
Holdings Il1-A, Inc. (as a general partner of TPG Holdings Il11-A, L.P.), TPG
Group Holdings (SBS), L.P. (as the sole ordinary shareholder of TPG Holdings
111-A, Inc.), TPG Group Holdings (SBS) Advisors, LLC (as a general partner
of TPG Group Holdings (SBS), L.P.) and TPG Group Holdings (SBS) Advisors,
Inc. (as the managing member of TPG Group Holdings (SBS) Advisors, LLC) is
deemed to be interested in the Shares held by TPG Asia VII SF Pte. Ltd. under
the SFO. TPG Group Holdings (SBS) Advisors, Inc. is controlled by Mr. David
Bonderman and Mr. James G. Coulter, who disclaim beneficial ownership of the
Shares held by TPG Asia VII SF Pte. Ltd. except to the extent of their pecuniary
interest therein.

@) To the best knowledge of the Company, each of FIL Limited and FLI Investment
Services (UK) Limited is ultimately controlled by Pandanus Associates Inc.
through multiple intermediary shareholding entities.

(3) Calculated based on the number of the total issued share capital of the
Company as of December 31, 2021, being 541,946,928 Shares.

* less than 0.01%

Save as disclosed above, 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, as
of the date of this report, 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.

4) Smart Rocket Limited VMS Zhaoke Investment
Fund SP O Bio Success Investments Limited 0 O
0000 26,742,4000 O 4,629,5000 O 4,375,200
0 0O O O Smart Rocket Limited 0 VMS Zhaoke
Investment Fund SP [ Bio Success Investments
Limited O O VMS Holdings Limited D O O O O O
0 0 0 VMS Holdings LimitedD0O OO OOOODOO
goooo0ODO0o0OO0O0OO0OO0DOOODOODOOODO
VMS Holdings Limitedd O 0 O O O Smart Rocket
Limited 0 O O 26,742,4000 O O O VMS Zhaoke
Investment Fund SPO O O 4,629,5000 0O O O Bio
Success Investments Limited 0 [0 4,375,2000 O
goooooo

5) COFL Holdings Limited O Hillhouse Venture Fund
Vv, LP.OODODODDDODOOOOOOOOOOOOO
Hillhouse Venture Fund V, L.P.O0 0O 0O O0O0O0O
00000000000000OHillhouse Venture
Fund V, L.P.0 0 00O COFL Holdings Limited 0O O
30,627,2000 00000000

(6) 00000000 00OTPG Asia VIl Finance, Limited
Partnershif) O 0 TPG Asia VII SF Pte. Ltd.0 O O
00000 TPG Asia GenPar VII, L.PO OO TPG
Asia VII Finance, Limited Partnershipl O 0O O O
0 0 TPG Asia GenPar VII Advisors, Inc] 00 TPG
Asia GenPar VII, L.P.00 0000 TPG Holdings
111, L.PO O O TPG Asia GenPar VII Advisors, Inc.
00000000 TPG Holdings H-A, L.POOO
TPG Holdings 111, L.P.0 0 00O O I TPG Holdings
111-A, IncO O O TPG Holdings I11-A, L.P.O OO0
0 0 I TPG Group Holdings (SBS), L.PLO OO TPG
Holdings Il1-A, Inc.0 0000000 TPG Group
Holdings (SBS) Advisors, LLCO O O TPG Group
Holdings (SBS), L.p.0 0 0O 0O O O OO TPG Group
Holdings (SBS) Advisors, Inc.0 O O TPG Group
Holdings (SBS) Advisors, LLCOOOOOMMOOO
OOTPG Asia VII SF Pte. Ltd.0 00000000
0 O TPG Group Holdings (SBS) Advisors, Inc. [
David BondermanO O O James G. Coulter0 0 O
0O00O00O0TPG Asia VII SF Pte. Ltd.0 00000
g00o0o0OO0ooOUoOoooOoOooOoOoooo

@) 0 000 O 0O OFIL Limited O FLI Investment
Services (UK) Limited Pandanus Associates Inc.
poOo@oOooooOoooood

(8) 0020210 1203100000000000
541,946,9280 000

* 000.01%
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EMPLOYEE STOCK OPTION PLAN

Pre-IPO Share Option Scheme

The Pre-IPO Share Option Scheme of the Company was approved and
adopted pursuant to the written resolutions of all shareholder of the
Company dated November 17, 2020 for the purpose of rewarding,
retaining and motivating the eligible persons, including the Group’s
employees, Directors, consultants and any other person the Board may in
its absolute discretion think fit. The maximum number of shares available
for issue upon exercise of all options to be granted under the Pre-1PO
Share Option Scheme is 45,732,000 Shares, representing approximately
8.44% of the total issued share capital of the Company as of the date of
this annual report, being 541,946,928 Shares. The overall limit on the
number of Shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the Pre-IPO Share Option
Scheme and any other share option schemes of the Company must not
exceed 30% of the Shares in issue from time to time. The Company may
also seek separate approval of the Shareholders for granting options
beyond the limit to eligible persons specifically identified by the Company.
The Pre-1PO Share Option Scheme became valid and effective for a period
of 10 years commencing on the adoption date after which period no
further options will be granted. The exercise price for Shares under the
Pre-1PO Share Option Scheme shall be determined by the Board on a fair
and reasonable basis with reference to the performance of the Company
and the past or potential contribution of the eligible person to the business
and operation of the Company. An option may be exercised in accordance
with the Pre-1PO Share Option Scheme at any time during the option
period as specified by the Board in relation to each such option in its terms
of grant. The Board may provide restrictions on how and when an option
during the period for which an option must be held or a performance
target, if any, which must be achieved before an option can be exercised.
For details on the Pre-1PO Share Option Scheme, please refer to “Appendix
IV — Statutory and General Information — D. Share Option Schemes — 1.
Pre-1PO Share Option Scheme” of the Prospectus.
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The following table discloses movements in the outstanding options
granted to all grantees under the Pre-IPO Share Option Scheme during the

year ended December 31, 2021. gooo
Number
Number Number of options Number
of Shares of options cancelled/ of Shares
underlying exercised lapsed underlying
options  betweenthe  between the outstanding
outstanding Listing Dateto  Listing Dateto  options as of
Name of category Exercise Vesting asof December31l, December31, December 31,
of grantee Date of grant Option period price period Listing Date 2021 2021 2021
gooooo gooooo 020210
20210 20210 120310
goooo 120310 12031000 oooo
goooooo goooo gooooo gooooo
gooooooo gooo goooo ooon ooo goooooooo goooo goooo gooooo
US$ per share
gooooo
Directors
oo
Li Xiaoyi November 17, 2020 10 years commencing on 0.09 note 1 3,152,800 - - 3,152,800
0oo 20200110170 the adoption date 001
December 9, 2020 1.14 note 1 10,870,000 10,870,000
2020012090 goooooo1oo ool
Dai Xiangrong November 17, 2020 10 years commencing on 0.09 note 1 1,261,200 - - 1,261,200
the adoption date
ooo 20200110 170 goooooo1oo ool
Other 107 grantees Between November 17,2020 10 years commencing on Between 0.09t0  note 1 30,448,000 (6,791,428) - 23,656,572
in aggregate to March 2, 2021 the adoption date 1.14
001070000000 202001101700 goooooo1oo 0.0901.14 ool
202103020
45,732,000 (6,791,428) - 38,940,572
Note: goo
1. 20% of the options shall vest upon the completion of the Global Offering, 20% 1. 20%0000000000000020% 000000

of the options shall vest on the first anniversary of the date of grant, 20% of
the options shall vest on the second anniversary of the date of grant, 20% of
the options shall vest on the third anniversary of the date of grant, and the
remaining 20% of the options shall vest on the fourth anniversary of the date
of grant.

00000000000020% 0000000000
00000000020% 0000000000000
00000000D020% 0000000000000
oooooo
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Post-IPO Share Option Scheme

The Post-IPO Share Option Scheme of the Company was conditionally
approved by a resolution of the then Shareholder of our Company
passed on April 1, 2021. The purpose of the Post-IPO Option Scheme is
to provide incentive or reward to Eligible Persons (as defined below) 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 other purposes as the Board may approve from time to time. Subject
to the terms of the Post-IPO Share Option Scheme, the Board may at
its discretion specify any conditions which must be satisfied before the
option(s) under the Post-1PO Option Scheme may be exercised.

Eligible persons (“Eligible Persons”) include:

(i) any employee (whether full-time or part-time) of the Company or
any of its subsidiaries who has contributed to the Group’s innovative
projects, including but not limited to innovation committee member,
project leader, engineer and technician;

(i) any staff, advisor (professional or otherwise), consultant, agent or
business partner that the Company deems important to provide
support to the Group;

(iii) any director (including executive, non-executive and independent
non-executive directors) of the Group; and

(iv) any shareholder or any member of the Group or any holder of any
securities issued by any member of the Group.

The maximum number of Shares which may be issued upon exercise of
all outstanding options granted under the Post-1PO Share Option Scheme,
all schemes existing at such time and any new share option scheme of
the Company must not in aggregate exceed 10% of the total number
of Shares in issue as of the Listing Date, being 53,515,550 Shares,
representing approximately 9.87% of the total issued share capital of
the Company as at the date of this annual report. No option shall be
granted to any eligible person if, at the relevant time of grant, the total
number of Shares issued and to be issued upon exercise of all options
and options under any other share option schemes of the Company to
the Relevant Eligible Person in the 12-month period up to and including
the date of such grant would exceed 1% of the total number of Shares in
issue at such time, within any 12-month period unless certain conditions
are satisfied. The price at which each Share subject to an option may be
subscribed for shall be a price solely determined by the Board and shall be
at least the highest of: (i) the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheet on the date on which the option
is offered (“Offer Date”), which must be a Business Day; (ii) 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 (iii) the nominal value of the Shares.
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The period during which the option may be exercised is determined by the
Board at its discretion but shall expire in any event not later than the last
day of the 10-year period after the date of grant of the option. The Board
may specify any conditions which must be satisfied before the option may
be exercised, including without limitation such performance targets (if
any) and minimum periods for which an option must be held before it can
be exercised and any other terms in relation to the exercise of the option,
including without limitation such percentages of the options that can be
exercised during a certain period of time, as the Board may determine
from time to time.

The Post-1PO Share Option Scheme became valid and effective for a
period of 10 years commencing on April 1, 2021. For details on the Post-
IPO Share Option Scheme, please refer to “Appendix IV — Statutory and
General Information — D. Share Option Schemes — 2. Post-IPO Share
Option Scheme” of the Prospectus.

During the year ended December 31, 2021, the Company did not grant
any option to any grantee under the Post-IPO Share Option Scheme.

EQUITY-LINKED AGREEMENTS

Save for the Pre-IPO Share Option Scheme and Post-IPO Share Option
Scheme as set out 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 from
the Listing Date till and up to December 31, 2021.

LAND AND PROPERTIES

As of the date of this report, the Company did not own any properties.

MATERIAL LITIGATION

The Company was not involved in any material litigation or arbitration
during the year ended December 31, 2021. 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, 2021.
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PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'S LISTED SECURITIES

The Shares of the Company were first listed on the Main Board of
the Stock Exchange on April 29, 2021. As of December 31, 2021, the
Company had a total of 541,946,928 Shares in issue.

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities from the Listing Date to
the end of the Reporting Period.

SHARE CAPITAL AND SHARES ISSUED

Details of movements in the share capital of the Company for the year
ended December 31, 2021 and details of the Shares issued during the year
ended December 31, 2021 are set out in Note 24(b) to the consolidated
financial statements.

DEBENTURE ISSUED

The Group did not issue any debenture during the year ended December
31, 2021.

BANK LOANS AND OTHER BORROWINGS

As of December 31, 2021, the Group had a unsecured bank loan of
RMB10.3 million which was repayable within one year or on demand, and
details of the bank loan is set out in Note 20 to the consolidated financial
statements.

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

Since the Listing Date and up to the date of this report, the Company did
not have a controlling shareholder.
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DIVIDENDS

The Board does not recommend any payment of a final dividend for the
year ended December 31, 2021.

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, 2021, 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, 2021 are set out in the consolidated
statement of changes in equity on page 112.

CHARITABLE DONATIONS

During the year ended December 31, 2021, the Group have made RMB2.5
million charitable donations.
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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 12 to the
Consolidated Financial Statements.

Use of Proceeds from the Global Offering

The Company’s Shares were listed on the Stock Exchange on April 29,
2021 with a total of 123,567,500 offer Shares issued. The net proceeds
from the Global Offering amounted to approximately HK$1,932.3 million,
after deducting the underwriting fees, commissions and related listing
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expenses. As of December 31, 2021, such net proceeds were utilized as goooo
follows:
Amount of Utilized net  Unutilized net Expected
net proceeds Percentage proceeds as of proceeds as of time frame
for planned of total net December 31, December 31, for unutilized
Use of proceeds from Listing applications proceeds 2021 2021 amount
020210 020210
120310 1201310
ooooo ooo ooo oooo
oooooo oooo oooo oooo oooooo
ooooooboao oooooo ooo oo oo oo
(HK$ million) (%) (HK$ million) (HK$ million)
gooooo (%) gooooo gooooo
For the clinical development and 618.34 32.00% 126.05 492.29
commercialization of our two Core
Product
gooooboOooOooboobooo
1. Allocated to CsA Ophthalmic Gel 438.64 22.70% 106.88 331.76 By the end of
2025
ooooobAOCOO 202500000
2. Allocated to ZKY001 179.70 9.30% 19.17 160.53 By the end of
2025
000ZKYyool 202500000
The continuing R&D activities as well as 888.86 46.00% 107.68 781.18
commercialization of the other drug
candidates in our pipeline
goooo0ooOo0ooOoooooo0ooooooo
1. The continuing R&D activities of other 579.69 30.00% 20.55 559.14 By the end of
key drug candidates 2025
gOooo0ob0oooooooobo 202500000
2. The continuing R&D activities of other 57.97 3.00% 57.97 - -
innovative and generic drug candidates
goooo0ooOo0ooOoooooooo
3. The milestone payments of our other in- 96.62 5.00% 19.95 76.67 By the end of

licensed drug candidate
00o0ooo0o00Oo000o0o0Oon

2025
202500000
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Amount of Utilized net  Unutilized net Expected
net proceeds Percentage proceeds as of proceeds as of time frame
for planned of total net December 31, December 31, for unutilized
Use of proceeds from Listing applications proceeds 2021 2021 amount
020210 020210
120310 120310
ooooo ooo ooo oooo
oooooo oooo oooo oooo oooooo
gooooooo gooooo goo oo oo oo
(HK$ million) (%) (HK$ million) (HK$ million)
oooooo (%) pooooo oooooo
4. The further expansion of our sales and 154.58 8.00% 9.21 145.37 By the end of
marketing team in anticipation of new 2025
product launches in the coming year
goooob0oOoboOooboobOoobooooo 202500000
oooo
Carrying out the production line 135.27 7.00% 74.40 60.87 By the end of
expansion of our advanced Nansha 2022
manufacturing facility in anticipation
of our product launches in the coming
years
gooooboooooboobooboooobooo 202200000
gooooboooooo
Our business development activities and 96.62 5.00% - 96.62 By the end of
the expansion of drug pipelines 2023
gooooboooOoobooboo 202300000
Working capital and other general 193.23 10.00% 45.58 147.65 By the end of
corporate purposes 2022
goooobooboooobo 202200000
1,932.32 353.71 1,578.61

As at December 31, 2021, all the unused net proceeds are held by
the Company in short-term deposits with licensed banks or authorized
financial institutions in Hong Kong and the PRC.

020210120310 000000000000000
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The expected timeline for utilizing the net proceeds from the Global
Offering is based on the best estimation of future market conditions made
by the Company and subject to changes in accordance with our actual
business operation. Going forward, the net proceeds will be applied in 0000000000000 oooooooog
the manner as set out in the section headed “Future Plans and Use of 000000000 000000O0O0O0000O0O0O0
Proceeds” of the Prospectus and there is no change in the intended use of oo

net proceeds as previously disclosed in the Prospectus.
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SUBSIDIARIES ooono

Particulars of the Company’s subsidiaries are set out in Note 14 to the
consolidated financial statements.
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EVENTS AFTER THE REPORTING PERIOD

In September 2021, the Group received approval from the CDE to initiate
two concurrent Phase Il clinical trials for NVK0OO2, including the China
CHAMP and a one-year Mini-CHAMP in China. In order to facilitate the
process of the China CHAMP and the Mini-CHAMP, on April 8, 2022,
Zhaoke Guangzhou entered into the CRO Service Agreements with Lee’s
Pharm Hefei, pursuant to which Zhaoke Guangzhou agreed to engage
Lee’s Pharm Hefei as a CRO service provider to provide relevant CRO
services for developing NVKOO2 for myopia and the Board approved the
continuing connected transactions thereunder and the respective annual
caps for the nine months ending December 31, 2022 and the two years
ending December 31, 2023 and 2024. For further details, please refer
to the announcements of the Company dated April 8, 2022 and April 14,
2022, respectively.

Save as disclosed in this report, there are no material subsequent events
undertaken by the Group after December 31, 2021 and up to the date of
this report.

AGM AND CLOSURE OF REGISTER OF
MEMBERS

The AGM is scheduled to be held on May 31, 2022. A notice convening the
AGM will be published and dispatched to the Shareholders of the Company
in the manner required by the Listing Rules in due course.

The register of members of the Company will be closed from May 26, 2022
to May 31, 2022, both days inclusive, in order to determine the identity
of the Shareholders who are entitled to attend the AGM, during which
period no share transfers will be registered. To be eligible to attend the
AGM, all properly completed transfer forms accompanied by the relevant
share certificates must be lodged for registration with the Company’s
branch share registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong not later than 4:30 p.m. on May
25, 2022.

CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by the
Company is set out in the Corporate Governance Report on page 54 to 74
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 since the Listing Date and up to the date
of this annual report.
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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.

AUDITORS

The Shares were listed on the Stock Exchange on April 29, 2021, and
the Company has no change in auditors since the Listing Date. The
consolidated financial statements for the year ended December 31, 2021
have been prepared by KPMG, 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 KPMG 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 report form
part of this annual report.

By Order of the Board
Zhaoke Ophthalmology Limited
Dr. Li Xiaoyi
Chairman and executive Director

Hong Kong, March 23, 2022
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Independent Auditor’s Report

Independent auditor’s report to the shareholders of
Zhaoke Ophthalmology Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Zhaoke
Ophthalmology Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 109 to 209, which comprise the consolidated
statement of financial position as at December 31, 2021, the consolidated
statement of profit or loss, the consolidated statement of profit or loss and
other comprehensive income, the consolidated statement of changes in
equity and the consolidated cash flow statement 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, 2021 and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) 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 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”) together with any ethical
requirements that are relevant to our audit of the consolidated financial
statements in the Cayman Islands, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and 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 judgement,
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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Assessment of impairment of intangible assets

Refer to notes 3 and 13 to the consolidated financial statements and the accounting

policies in notes 2(g) and 2(i)(ii).

The Key Audit Matter

How the matter was addressed
in our audit

00000000000301300002(@020)@0000
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The carrying amount of the Group’s
intangible assets was RMB162.4
million as of December 31, 2021.

At the end of each reporting period,
the items of intangible assets are
allocated to cash-generating units
(“CGUs”). Where indicators of
impairment of a CGU are identified,
management performs an impairment
assessment of the CGU by comparing
its carrying value with its recoverable
amount, which is the higher of fair
value less costs of disposal and value
in use based on discounted cash
flow forecasts. In addition, for CGUs
containing intangible assets which
are not ready for use, an impairment
assessment is performed at least
annually even if there is no indicator
of impairment.

We identified the assessment of
impairment of intangible assets as
a key audit matter because of the
significance of the carrying value
of such assets to the consolidated
financial statements and because
the preparation of discounted cash
flow forecasts for the purpose of
impairment assessments involves
estimating future revenue, future
operating cost, growth rates for
income and expenses and discount
rates, which are subject to a
significant degree of judgement and
could be subject to management
bias.

Our audit procedures to assess impairment of
intangible assets included the following:

. understanding and evaluating the
design and implementation of key
internal controls over the impairment
assessment;

. evaluating management’s identification
of CGUs and the allocation of intangible
assets to each CGU with reference
to the requirements of the prevailing
accounting standards;

. evaluating management’s identification
of impairment indicators with reference
to the requirements of the prevailing
accounting standards;

. with the assistance of our internal
valuation specialists, assessing the
methodology adopted by management
in its preparation of the discounted
cash flow forecasts with reference to
the requirements of the prevailing
accounting standards;

. evaluating the key assumptions
adopted in the preparation of the
discounted cash flow forecasts,
including future revenue, future
operating cost and growth rates for
income and expenses with reference
to our understanding of the business,
historical trends and available industry
information and market data;

. with the assistance of our internal
valuation specialists, assessing the
discount rates used in the discounted
cash flow forecasts by benchmarking
against other companies in the same
industry;
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Assessment of impairment of intangible assets

Refer to notes 3 and 13 to the consolidated financial statements and the accounting
policies in notes 2(g) and 2(i)(ii).

How the matter was addressed
The Key Audit Matter in our audit
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. comparing the key assumptions
included in the discounted cash flows
forecasts prepared by management in
the prior year with the current year’s
performance to assess the accuracy
of the prior year’s forecast, making
enquiries of management as to the
reasons for any significant variations
identified and whether these had
been considered in the current year
discounted cash flow forecasts and
considering if there was any indication
of management bias;

. performing a sensitivity analysis of key
assumptions in the discounted cash
flow forecasts and considering the
resulting impact on the impairment
charge for the year and whether there
were any indicators of management
bias; and

. assessing the reasonableness of
the disclosures in the consolidated
financial statements with reference
to the requirements of the prevailing
accounting standards.
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Accruals for services fees to outsourced service providers

Refer to note 7(c) to the consolidated financial statements and the accounting policies

in note 2(g)(ii).

The Key Audit Matter

How the matter was addressed
in our audit
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During the year ended December 31,
2021, the Group incurred significant
research and development (“R&D”)
expenses of RMB220.1 million, of
which service fees paid to contract
research organizations (“CROs”)
and clinical site management
operators (“SMOs”) (collectively the
“outsourced service providers”)
amounted to RMB113.2 million.

We identified accruals for service fees
for the outsourced service providers
as a key audit matter because clinical
trials are core part of the Group's
R&D activities and there is a risk of
under/over accruals of R&D expenses
at the end of the reporting period
given the significance of the Group's
R&D expenses to the consolidated
financial statements.

Our audit procedures to assess accruals for
service fees to outsourced service providers
included the following:

. understanding and evaluating the
design and implementation of key
internal controls over:

u the engagement of CROs and
SMOs;

u the oversight and management
of the progress of the underlying
clinical trials;

u the accounting for related
expenses;

. inquiring management and project
managers about the progress of clinical
trials;

. examining, on a sample basis, the

service fees to outsourced service
providers recorded during the year,
agreeing them to the relevant service
agreements, outsourced service
providers’ acknowledgement of
milestones achieved, invoices and bank
payment advices for settled balances
and assessing whether the related
service fees have been recognized in
accordance with the requirements of
the prevailing accounting standards;

. re-calculating the accruals for service
fees to the outsourced service providers
and comparing the recalculated amount
with the recorded amount, on a sample
basis, based on the progress of related
clinical trial activities/milestones
achieved and the terms stated in the
underlying service agreements;
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Accruals for services fees to outsourced service providers

Refer to note 7(c) to the consolidated financial statements and the accounting policies
in note 2(g)(ii).

How the matter was addressed

The Key Audit Matter in our audit oooood ooooooooooog

sending confirmations to major
outsourced service providers to confirm
the service fees, progress/milestones
achieved, on a sample basis. For
unreturned confirmations, comparing
service fees paid and payable to
outsourced service providers with
the underlying service agreements,
outsourced service providers’
acknowledgement of milestones
achieved and invoices;

comparing actual payments during the
current year with the accrued fees to
outsourced service providers at the last
reporting date to assess the accuracy
of accruals of R&D expenses; and

comparing actual service fee payments
made subsequent to the reporting
date with the accrued service fees
to outsourced service providers at
the reporting date to assess whether
there were any significant under/over-
accrued balances.
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INFORMATION OTHER THAN

THE CONSOLIDATED FINANCIAL
STATEMENTS AND AUDITOR’S REPORT
THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual report,
other than 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 THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors are responsible for the preparation of the consolidated
financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA 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.

The directors are assisted by the Audit Committee in discharging their
responsibilities 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. This report is made solely to you, as a
body, 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
judgement and maintain professional scepticism 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.

- 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.

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

- 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.
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- 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 a manner that achieves fair
presentation.

- 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.

We communicate with the Audit Committee 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 the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence and
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 the Audit Committee, 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 this independent
auditor’s report is Chu Ngar Yee.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

March 23, 2022
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Consolidated Statement of Profit or Loss

Hoogn

For the year ended December 31, 2021

0020210120310000

2021 2020
20210 20200
Notes RMB’000 RMB’000
oo goooo goood
Revenue oo 4 = -
Other income oooo 5 21,133 68,462
Other net gain/(loss) gooomoomo 6 13,409 (5,487)
Research and development expenses oooo 7(c) (220,058) (81,779)
General and administrative expenses goooooo (162,080) (35,002)
Selling and distribution expenses ooooooo (16,736) (1,542)
Loss from operations gooo (364,332) (55,348)
Interest expenses oooo 7(a) (1,949) (1,655)
Changes in the carrying amount of preferred 00000000000 7(a)
shares liability (1,763,499) (669,978)
Loss before taxation ooooo 7 (2,129,780) (726,981)
Income tax ooo 8 = -
Loss for the year oooo (2,129,780) (726,981)
Loss per share (RMB) Joomooooo
Basic oo 11 (5.16)
Diluted oo (5.16)

The notes on pages 115 to 209 form part of these financial statements.
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* Consolidated Statement of Profit or Loss and Other Comprehensive Income = =
. . DD.DED.DDDDDDD. . . . . . . . . . . . . . .

For the year ended December 31, 2021
0020210120310000

2021 2020
20210 20200
RMB’'000 RMB’000
goooo goood
Loss for the year oooo (2,129,780) (726,981)
Other comprehensive income for the oooooooo
year

Item that may be reclassified subsequently goooooooooooooo
to profit or loss:

Exchange differences on translation of jooooOooooooooo

financial statements of entities with ooooooooo

functional currencies other than Renminbi

(“RMB”) (51,191) 56,120
Total comprehensive income for the gooooooo

year (2,180,971) (670,861)

The notes on pages 115 to 209 form part of these financial statements. giis0z090 00 00000O0DODOOOOO




Consolidated Statement of Financial Position

ogoogn

At December 31, 2021

020210120 310

Non-current assets

Property, plant and equipment

Intangible assets

Prepayments on purchases of property, plant
and equipment

goooo

goooooooo

oooo
goooooOoOoOooooooo

Current assets

Other receivables and prepayments

Amount due from a related company

Pledged bank balances

Time deposits with original maturity over
three months

Cash and cash equivalents

goooOoOoooooo
gooooOooooo
goooooo
gooooooooooooo

gooooooo

2021 2020

20210 20200

Notes RMB’000 RMB’000
oo ooooo Ooooo
12 184,318 138,458
13 162,383 138,691
12 49,812 35,814
396,513 312,963

15 46,800 18,146
16 - 13,051
17(a) 25,508 11,083
17(a) 8,157 806,247
17(a) 2,128,429 65,096

Current liabilities

2,208,894 913,623

Other payables and accruals goopoooooooo 18 59,153

Amounts due to related companies oooooooo 19 13,684

Bank loans oooo 20 10,289

Lease liabilities oooo 21 5,882
______________________________________________________________________________________ RPN 000 53,666
Netcurrentassets 000000 . 2,119,886

Total assets less current liabilities ooooooooo 2,516,399

Non-current liabilities goooo

Lease liabilities oooo 21 20,861

Deferred income oooo 22 51

Convertible redeemable preferred shares

24(d) -

20,912

Net assets/(liabilities)

oooomooooo

2,495,487 (745,968)

Capital and reserves
Share capital
Reserves

ooooo
oo
oo

24(b) - —*

2,495,487 (745,968)

Total equity/(deficit)

oomoomo

2,495,487 (745,968)

€2 The balance represents amount less than RMB1,000.

Approved and authorised for issue by the board of directors on March 23,

2022.

Dr. Li Xiaoyi
goooo
Director
oo

The notes on pages 115 to 209 form part of these financial statements.

* oooooooooa,ooodO

0202203023000 0000000000

Mr. Dai Xiangrong
goooo
Director
oo

01150200000 000000000000
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-~ Consolidated Statement of Changes in Equlty' o

For the year ended December 31, 2021
0020210120310000

Attributable to equity shareholders of the Company

goooooooo
Share Share Other Capital Merger Exchange Accumulated
capital premium reserve reserve reserve reserve losses Total
oo gooo gooo gooo gooo gooo gooo oo
Notes RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
0o goooo goooo goooo goooo goooo goooo goooo 0oooo
Balance at January 1, 2020 (0202001010000 -* 132,230 - - 2,411 5,024 (165,197) (25,532)
Changes in equity for 2020: 20200000000
Loss for the year gooo - - - - - - (726,981) (726,981)
Other comprehensive income 000000 - - - - - 56,120 - 56,120
Total comprehensive income 000000 - - - - - 56,120 (726,981) (670,861)
Deemed distribution to ooooooooo
a shareholder - - (129,033) - - - - (129,033)
Capital contribution from gooooooo
fellow subsidiaries - - 133,391 - - - - 133,391
Equity-settled share-based gooooooo
payment expenses oooooooo - - - 14,168 - - - 14,168
Share Repurchase oooo 24(c)(i) -* (68,101) - - - - - (68,101)
Balance at December 31, 0202001203100
2020 and January 1, 2021 202101010000 —* 64,129 4,358 14,168 2411 61,144 (892,178) (745,968)
Changes in equity for 2021: 20210000000
Loss for the year oooo (2,129,780)  (2,129,780)
Other comprehensive income 000000 (51,191) (51,191)
Total comprehensive income 000000 (51,191)  (2,129,780) (2,180,971)
Equity-settled share-based gooooooo
payment expenses oooooooo 108,155 108,155

Conversion of convertible 0ooooooooo
redeemable preferred shares 00000000
upon initial public offering ooo

(“IP0”) 24(c)(iii) 3,649,949 3,649,949

Shares issued upon IPO gooooooooo
oooo 24(c)(iv) 1,730,707 1,730,707

Shares issuance expenses ooooon 24(c)(iv) (79,012) (79,012)
Shares issued under share 0o0ooooooooo

option scheme 48,191 (35,564) 12,627
Balance at December 31, 0202101203100

2021 oo 5,413,964 , 86,759 2,411 9,953  (3,021,958) 2,495,487
* The balance represents amount less than RMB1,000. * gooooooooi,ooonO

The notes on pages 115 to 209 form part of these financial statements. 01150200000 000000000000




Consolidated Statement of Cash Flows

ogoogn

For the year ended December 31, 2021

0020210120310000

2021 2020
20210 20200
Notes RMB’'000 RMB’000
ogd goood goood
Operating activities oooo
Loss before taxation ooooo (2,129,780) (726,981)
Adjustments for: goooooooo
Depreciation oo 7(c) 23,725 17,787
Amortization of intangible assets gooooo 7(c) 2,106 2,066
Income from licensing agreement oooooo 5 - (64,246)
Finance costs gooo 7(a) 1,765,448 671,633
Equity-settled share-based payment goopooooooooo
expenses oooo 23(d) 109,858 14,998
Bank interest income oooooo 5 (5,036) (2,582)
Loss on disposal of property, plant and goopooooOooooo
equipment 7(c) - 9
Net foreign exchange (gain)/loss OMoomooon (14,373) 2,898
Changes in working capital: ooooooo
Increase in other receivables and goooopoooooooo
prepayments (28,824) (3,434)
Decrease/(increase) in amount due from a goopoooooooooo
related company oooao 13,051 (13,051)
Increase in other payables and accruals joooooooooooo 5,227 26,561
Decrease in amounts due to fellow gooooooooooo
subsidiaries (29,225)
Increase in amounts due to related gooooooooo
companies 13,498 186
Decrease in deferred income gooooo (43) 44)
Net cash used in operating activities gooooooooo (245,143) (103,425)
Investing activities oooo
Increase in pledged deposits gooooooo (14,965) (11,732)
Decrease/(increase) in time deposits with go0oooooooooDooo
original maturity over three months oomooo 787,942 (770,378)
Increase in prepayment on purchase of jooooOoooooooooo
property, plant and equipment oo (15,121) (41,066)
Payment for purchase of property, plantand OO00000O0OOOOOOO
equipment (50,408) (25,294)
Payment for purchase of intangible assets ooooooooo (28,963) (109,595)
Interest received oooo 5,036 2,582
Net cash generated from/(used in) jooooomuoomooo
investing activities 683,521 (955,483)
Financing activities 0oooo
Payments of listing expenses gooooo (79,012) (1,371)
Proceeds from bank loans goooooooo 17(b) 689 10,000
Repayment of bank loans oooooo 17(b) (400) -
Proceeds from the issue of ordinary shares gooooooooo
under IPO gpoooogooo 1,730,707 —
Proceeds from shares issued under goopooooooooo
share option scheme oooo 12,627 —
Net proceeds from the issue of convertible gooooooooooo
redeemable preferred shares goooooo = 970,113
Capital element of lease rentals paid gooooooooo 17(b) (4,147) (3,400)
Interest element of lease rentals paid gooooooooo 17(b) (1,352) (1,458)
Interest paid oooo 17(b) (597) (197)
Net cash generated from financing activities 0OO0000000O0O 1,658,515 973,687
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* * Consolidated Statement of Cash Flows - - - -~ = = =
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For the year ended December 31, 2021
0020210120310000

2021 2020
20210 20200
Notes RMB’'000 RMB’000
og goood goood
Net increase/(decrease) in cash and OO0ooOooooooo
cash equivalents ooomao 2,096,893 (85,221)
Cash and cash equivalents at the oooooooooo
beginning of the year 65,096 154,769
Effect of foreign exchange rate changes 00000000 (33,560) (4,452)
Cash and cash equivalents attheendof 0000000000
the year 17(a) 2,128,429 65,096

The notes on pages 115 to 209 form part of these financial statements. giis0zo00 00 00000O0DODOOOOO




Notes to the Financial Statements

GENERAL INFORMATION

Zhaoke Ophthalmology Limited (the “Company”) was incorporated
in the British Virgin Islands (the “BVI”) on January 20, 2017. On
April 29, 2020, the Company was redomiciled to the Cayman Islands
with its registered office at Vistra (Cayman) Limited, Grand Pavilion,
Hibiscus Way, 802 West Bay Road, George Town, Grand Cayman
as an exempted company with limited liability under the Companies
Act, Cap 22 (Law 3 of 1961, as consolidated and revised) of the
Cayman Islands (the “Cayman Companies Act”).

The Company is an investment holding company. The Company and
its subsidiaries (together, “the Group”) are principally engaged in
the development, manufacturing and marketing of ophthalmic drugs.

The Company’s shares have been listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
since April 29, 2021.

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

The consolidated annual results set out in this report do not
constitute the Group’s consolidated financial statements for
the year ended December 31, 2021 but are extracted from
those financial statements.

The Group’s consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which collective
term includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the requirements of the
Hong Kong Companies Ordinance. The Group’s consolidated
financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on
the Stock Exchange.

The HKICPA has issued certain amendments to HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. None of these developments
have had a material effect on how the Group’s results and
financial position for the current or prior periods have been
prepared or presented. The Group has not applied any new
standard or interpretation that is not yet effective for the
current accounting period.
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Notes

to the Financial Statements

Looogn

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(b) Basis of preparation of the financial

(c)

statements

The consolidated financial statements for the year ended
December 31, 2021 comprise the company and its
subsidiaries.

The measurement basis used in the preparation of the financial
statements is the historical cost basis except for an embedded
derivative which is measured at fair value.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on
historical experience and various other factors that are
believed to be reasonable under the circumstances, the results
of which form the basis of making the judgements about
carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the financial statements
and major sources of estimation uncertainty are discussed in
note 3.

Changes in accounting policies

The HKICPA has issued certain amendments to HKFRSs that
are first effective or available for early adoption for the current
accounting period of the Group. None of these developments
have had a material effect on how the Group’s results and
financial position for the current or prior periods have been
prepared or presented.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

116 Zhaoke Ophthalmology Limited 00000000

2. 0O00O0OMmMOono

(b) 000000000

002021012031000000000
goooOoOooooocoooo

ogooooooooooooooooo
gooooooooOoocooooooo
oo

oOo0oo0OoOoOO0O0OO0OOCcOoOO0OO0OOO0boO
ooo0oo0oooO00oO0OoOoocOoO0oO0ooOoOooO
ogooooooooooooooooo
goooooO00oOooocoOoOooooo
000000000000 00000O
00000oOO00O0OOOocOoO0OO0OO0OO00oO
gOo0oo0OoOO0O0OO0OOCcOoOO0OO0OOO0boO
goooOoOoOooOoCocooOoOoOoOooo

gOo0oo0OoOO0O0OO0OOCcOoOO0OO0OOO0boO
gooooO0O0oO0oO0oOooomooooo
ooooMmoooooooomooo
goooooooomoon

go0oo0oOoO00oO0OOoocOoO0oOoOO0oO
goooooO0ooooocooooooo
goooooooooboosooo

(c) 00oooo

gOo0oOoOO00OO0OOCcOoOO0O0OO0OO00oO
oOo0oo0OoOoOO0O0OO0OOCcOoOO0OO0OOO0boO
ooo0oo0oooO00oO0OoOoocOoO0oO0ooOoOooO
ogooooooooooooooooo
gooooOoooooooo

oOo0oo0OoOoOO0O0OO0OOCcOoOO0OO0OOO0boO
gooooooooo



Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(d)

(e)

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. When
assessing whether the Group has power, only substantive
rights (held by the Group and other parties) are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances and transactions and cash flows and any unrealized
profits arising from intra-group transactions are eliminated
in full in preparing the consolidated financial statements.
Unrealized losses resulting from intra-group transactions are
eliminated in the same way as unrealized gains but only to the
extent that there is no evidence of impairment.

Changes in the Group’s interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts
of controlling and non-controlling interest within consolidated
equity to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or loss is
recognized.

When the Group loses control of a subsidiary, it is accounted
for as a disposal of the entire interest in that subsidiary, with
the resulting gain or loss being recognized in profit or loss.
Any interest retained in that former subsidiary at the date
when control is lost is recognized at fair value and this amount
is regarded as the fair value on initial recognition of a financial
asset or, when appropriate, the cost on initial recognition of an
investment in an associate or joint venture.

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
losses (see note 2(i)(ii)).

Derivative financial instruments

Derivative financial instruments are recognized initially at fair
value. At the end of each reporting period, the fair value is
remeasured. The gain or loss on remeasurement to fair value is
recognized immediately in profit or loss.
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Notes to the Financial Statements
OoOO00dn

2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(f) Property, plant and equipment (f) oooooooo

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see note

2(D)(iD))-

Cost includes expenditures that are directly attributable to the
acquisition of an asset.

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the estimated net disposal proceeds and
the carrying amount of the item and are recognized in profit or
loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of property,
plant and equipment, less their estimated residual value, if
any, using the straight-line method over their estimated useful
lives as follows:

Estimated useful life

Properties leased for Over the unexpired periods of the
own use leases and their estimated useful
lives
Leasehold improvements Shorter of useful life or remaining
lease term
Machinery and 3-10 years
equipment
Furniture, fixture and 3-10 years
office equipment
Motor vehicle 4 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost is allocated on a reasonable
basis between the parts and each part is depreciated
separately. Both the useful life of an asset and its residual
value, if any, are reviewed annually.

Construction in progress represents machinery and equipment
pending installation and is stated at cost less impairment
losses (see note 2(i)(ii)). Cost comprises the purchase costs of
the asset and the related construction and installation costs.

Construction in progress is transferred to property, plant
and equipment when the asset is substantially ready for
its intended use and depreciation will be provided at the
appropriate rates in accordance with the depreciation policies
specified above.

No depreciation is provided in respect of construction in
progress.
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SIGNIFICANT ACCOUNTING POLICIES 2. 00O0OO0OOMMI0ODO
(CONTINUED)

(g) Intangible assets

(i)

Patents

Patents are capitalized on the basis of the cost incurred
to acquire and bring to use the specific patent. These
costs are amortized over the estimated useful life of 10
to 17 years. The Group should assess whether there is
any indication that patent is impaired at the end of each
reporting period.

The patents relate to therapeutic technologies developed
by the Group. The useful lives of the patents were
estimated by the Group based on the respective
periods over which economic benefits are expected
to be derived from the underlying technologies. The
estimation of the useful lives has taken into account
the expected period required for the development of an
innovative biopharmaceutical drug from its discovery
to commercialization, the patent protection period, the
historical life of similar products, the characteristics of
such technologies, their update frequency and market
requirement and competition. Based on the different
commercialization commencement dates and the
expected lifespan of economic benefits of individual
technologies, the useful lives of the Group’s patents
have been assessed to range from 10 to 17 years.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(9) Intangible assets (Continued) (9) 000000

(ii) Research and development expenditures (ii) oooo

The Group incurs significant costs and efforts on
research and development activities, which include
expenditures on drug products. Research expenditures
are charged to the profit or loss as an expense in the
period the expenditures are incurred. Development
costs are recognized as assets if they can be directly
attributable to a newly developed drug products and all
the following can be demonstrated:

(0} the technical feasibility of completing the
development project so that it will be available for
use or sale;

(i)  the Group’s intention to complete the development
project to use or sell it;

(iii) the Group’s ability to use or sell the development
project;

(iv) how the development project will generate
probable future economic benefits for the Group;

(v) the Group’s availability of adequate technical,
financial and other resources to complete the
development and to use or sell the development
project; and

(vi) the ability to measure reliably the expenditures
attributable to the development project.

The cost of an internally generated intangible asset is the
sum of the expenditures incurred from the date the asset
meets the recognition criteria above to the date when it
is available for use. The costs capitalized in connection
with the intangible asset include costs of materials and
services used or consumed, employee costs incurred
in the creation of the asset and an appropriate portion
of relevant overheads. The Group generally considers
capitalization criteria for internally generated intangible
assets are met when obtaining regulatory approval of
new drug license.
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SIGNIFICANT ACCOUNTING POLICIES 2. 00O0OO0OOMMI0ODO
(CONTINUED)

(g) Intangible assets (Continued)

(i)

Research and development expenditures
(Continued)

Capitalized development expenditures are amortized
using the straight-line method over the life of the related
drug products. Amortization shall begin when the asset
is available for use. Subsequent to initial recognition,
internally generated intangible assets are reported as
cost less accumulated amortization and accumulated
impairment losses (see note 2(i)(ii)) (if any).

Development expenditures not satisfying the above
criteria are recognized in the profit or loss as incurred
and development expenditures previously recognized
as an expense are not recognized as an asset in a
subsequent period.

In-licenses

Intangible assets acquired separately are measured on
initial recognition at cost.

Certain intangible assets are for licenses of intellectual
properties in development, with non-refundable upfront
payment, milestone payment and royalty payment.
Upfront payment is capitalized when paid. The
milestone payment is capitalized as intangible assets
when incurred, unless the payment is for outsourced
research and development work which would follow the
capitalization policy in note 2(g)(ii). Royalty payment
would be accrued for in line with the underlying sales
and recognized as a cost of sales.
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(g) Intangible assets (Continued)

(iii)

In-licenses (Continued)

The intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are
subsequently amortized when ready for use and over
the economic useful life and assessed for impairment
whenever there is an indication that the intangible
asset may be impaired. The amortization period and
the amortization method for an intangible asset with
a finite useful life are reviewed at least at the end of
each reporting period. Intangible assets with indefinite
useful lives or not ready for use will not be amortized
but tested for impairment annually either individually
or at the cash generating unit level. The impairment
test would compare the recoverable amount of the in-
licenses asset to its carrying value. The useful life of
an intangible asset with an indefinite life is reviewed
annually to determine whether the indefinite life
assessment continues to be supportable. If not, the
change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.

In-licenses with finite useful life are amortized using
the straight-line basis over the commercial lives of the
underlying products, commencing from the date when
the products are put into commercial production.

In-licensed technologies acquired from third parties.
The useful lives of the in-licensed technologies were
estimated by the Group based on the respective
periods over which economic benefits are expected
to be derived from the underlying technologies. The
estimation of the useful lives has taken into account
the expected period required for the development of an
innovative biopharmaceutical drug from its discovery
to commercialization, the exclusive rights period of
in-licensed technologies, the historical life of similar
products, the characteristics of such technologies,
their update frequency and market requirement and
competition. Based on the different commercialization
commencement dates and the expected lifespan of
economic benefits of individual technologies, the useful
lives of the Group’s in-licensed technologies have been
assessed to range from 5 to 15 years.

Both the period and method of amortization are
reviewed annually.
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2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2. 0O00O0OMmMOono

(g) Intangible assets (Continued) (g9) 0000700

(iv) Softwares

Computer software which is recognized at historical
cost and subsequently carried at cost less accumulated
amortization and accumulated impairment losses (see
note 2(i)(ii)). The Group amortized on a straight-line
basis over their estimated useful lives of 5 years based
on the current functionalities and the daily operation
needs of the software.

IT applications development in progress represents IT
applications pending execution and is stated at cost less
impairment losses (see note 2(i)(ii)). Cost comprises the
purchase costs of the asset and the related set up and
installation costs.

Both the period and method of amortization are
reviewed annually.

(h) Leased assets

At inception of a contract, the Group assesses whether the
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer has
both the right to direct the use of the identified asset and to
obtain substantially all of the economic benefits from that use.

As a lessee

At the lease commencement date, the Group recognizes
a right-of-use asset and a lease liability, except for short-
term leases that have a lease term of 12 months or less
and leases of low-value assets. When the Group enters into
a lease in respect of a low-value asset, the Group decides
whether to capitalize the lease on a lease-by-lease basis. The
lease payments associated with those leases which are not
capitalized are recognized as an expense on a systematic basis
is over the lease term.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(h) Leased assets (Continued) (h) OOOO000

As a lessee (Continued)

Where the lease is capitalized, the lease liability is initially
recognized at the present value of the lease payments payable
over the lease term, discounted using the interest rate implicit
in the lease or, if that rate cannot be readily determined, using
a relevant incremental borrowing rate. After initial recognition,
the lease liability is measured at amortized cost and interest
expense is calculated using the effective interest method.
Variable lease payments that do not depend on an index or
rate are not included in the measurement of the lease liability
and hence are charged to profit or loss in the accounting
period in which they are incurred.

The right-of-use asset recognized when a lease is capitalized is
initially measured at cost, which comprises the initial amount
of the lease liability plus any lease payments made at or
before the commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-of-use assets
also includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the
site on which it is located, discounted to their present value,
less any lease incentives received. The right-of-use asset is
subsequently stated at cost less accumulated depreciation and
impairment losses (see notes 2(f) and 2(i)(ii)).

The initial fair value of refundable rental deposits is accounted
for separately from the right-of-use assets and measured at
amortised cost (see notes 1(r)(i) and (i)(i)). Any difference
between the initial fair value and the nominal value of the
deposits is accounted for as additional lease payments made
and is included in the cost of right-of-use assets.

The lease liability is remeasured when there is a change in
future lease payments arising from a change in an index
or rate, or there is a change in the Group’s estimate of
the amount expected to be payable under a residual value
guarantee, or there is a change arising from the reassessment
of whether the Group will be reasonably certain to exercise
a purchase, extension or termination option. When the lease
liability is remeasured in this way, a corresponding adjustment
is made to the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of the right-of-
use asset has been reduced to zero.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(h) Leased assets (Continued)

(i)

As a lessee (Continued)

The lease liability is also remeasured when there is a change
in the scope of a lease or the consideration for a lease that
is not originally provided for in the lease contract (“lease
modification”) that is not accounted for as a separate
lease. In this case the lease liability is remeasured based on
the revised lease payments and lease term using a revised
discount rate at the effective date of the modification.

In the consolidated statement of financial position, the current
portion of long-term lease liabilities is determined as the
present value of contractual payments that are due to be
settled within twelve months after the reporting period.

The Group presents right-of-use assets in “property, plant and
equipment” and presents “lease liabilities” separately in the
consolidated statement of financial position.

Credit losses and impairment of assets

(i) Credit losses from financial instruments

The Group recognizes a loss allowance for expected
credit losses (“ECLs”) on financial assets measured at
amortized cost (including cash and bank balances, other
receivables and amounts due from group companies).

Financial assets measured at fair value are not subject
to the ECLs assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the present
value of all expected cash shortfalls (i.e. the difference
between the cash flows due to the Group in accordance
with the contract and the cash flows that the Group
expects to receive).
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(i) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments
(Continued)

Measurement of ECLs (Continued)

The expected cash shortfalls are discounted using the
following discount rates where the effect of discounting is
material:

— fixed-rate financial assets and other receivables:
effective interest rate determined at initial
recognition or an approximation thereof; and

- variable-rate financial assets: current effective
interest rate.

The maximum period considered when estimating ECLs is
the maximum contractual period over which the Group is
exposed to credit risk.

In measuring ECLs, the Group takes into account
reasonable and supportable information that is available
without undue cost or effort. This includes information
about past events, current conditions and forecasts of
future economic conditions.

ECLs are measured on either of the following bases:

— 12-month ECLs: these are losses that are expected
to result from possible default events within the
12 months after the end of reporting period; and

- lifetime ECLs: these are losses that are expected
to result from all possible default events over
the expected lives of the items to which the ECLs
model applies.

Loss allowances for receivables are always measured
at an amount equal to lifetime ECLs. ECLs on these
financial assets are estimated using a provision matrix
based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors and
an assessment of both the current and forecast general
economic conditions at the reporting date.
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SIGNIFICANT ACCOUNTING POLICIES 2. 00O0OO0OOMMI0ODO
(CONTINUED)

(i) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments
(Continued)

Measurement of ECLs (Continued)

For all other financial instruments, the Group recognizes
a loss allowance equal to 12-month ECLs unless there
has been a significant increase in credit risk of the
financial instrument since initial recognition, in which
case the loss allowance is measured at an amount equal
to lifetime ECLs.

Significant increases in credit risk

In assessing whether the credit risk of a financial
instrument has increased significantly since initial
recognition, the Group compares the risk of default
occurring on the financial instrument assessed at the
end of reporting period with that assessed at the date
of initial recognition. In making this reassessment,
the Group considers that a default event occurs when
(i) the debtor is unlikely to pay its credit obligations
to the Group in full, without recourse by the Group to
actions such as realizing security (if any is held); or
(ii) the financial asset is 90 days past due. The Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(i) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments
(Continued)

Significant increases in credit risk (Continued)

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly since initial recognition:

- failure to make payments of principal or interest
on their contractually due dates;

— an actual or expected significant deterioration in
a financial instrument’s external or internal credit
rating (if available);

— an actual or expected significant deterioration in
the operating results of the debtor; and

- existing or forecast changes in the technological,
market, economic or legal environment that have
a significant adverse effect on the debtor’s ability
to meet its obligation to the Group.

Depending on the nature of the financial instruments,
the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective
basis. When the assessment is performed on a collective
basis, the financial instruments are grouped based on
shared credit risk characteristics, such as past due
status and credit risk ratings.

ECLs are remeasured at end of each reporting period
to reflect changes in the financial instrument’s credit
risk since initial recognition. Any change in the ECLs
amount is recognized as an impairment gain or loss in
profit or loss. The Group recognizes an impairment gain
or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss
allowance account.
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SIGNIFICANT ACCOUNTING POLICIES 2. 00O0OO0OOMMI0ODO
(CONTINUED)

(i) Credit losses and impairment of assets
(Continued)

(i)

Credit losses from financial instruments
(Continued)

Basis of calculation of interest income

Interest income recognized in accordance with note 2(r)
(i) is calculated based on the gross carrying amount of
the financial asset unless the financial asset is credit-
impaired, in which case interest income is calculated
based on the amortized cost (i.e. the gross carrying
amount less loss allowance) of the financial asset.

At each reporting date, the Group assesses whether a
financial asset is credit-impaired. A financial asset is
credit-impaired when one or more events that have a
detrimental impact on the estimated future cash flows of
the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes
the following observable events:

— significant financial difficulties of the debtor;

- a breach of contract, such as a default or
delinquency in interest or principal payments;

- it becoming probable that the borrower will enter
into bankruptcy or other financial reorganization;

- significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; or

— the disappearance of an active market for a
security because of financial difficulties of the
issuer.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. JO00O0OOMMO0O
(CONTINUED)

(i) Credit losses and impairment of assets
(Continued)

(i)

(i)

Credit losses from financial instruments
(Continued)

Write-off policy

The gross carrying amount of a financial asset or other
receivables is written off (either partially or in full) to
the extent that there is no realistic prospect of recovery.
This is generally the case when the asset becomes
90 days past due or when the Group determines that
the debtor does not have assets or sources of income
that could generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that was previously
written off are recognized as a reversal of impairment in
profit or loss in the period in which the recovery occurs.

Impairment of non-current assets

Internal and external sources of information are
reviewed at the end of each reporting period to identify
indications that the following assets may be impaired
or an impairment loss previously recognized no longer
exists or may have decreased:

property, plant and equipment, including right-of-
use assets;

- intangible assets;
— other non-current assets; and

— investment in a subsidiary in the Company’s
statement of financial position.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for intangible assets
that are not yet available for use and intangible assets
that have indefinite useful lives, the recoverable amount
is estimated annually whether or not there is any
indication of impairment.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(i) Credit losses and impairment of assets (i) Oooooooormon
(Continued)
(ii) Impairment of non-current assets (ii) DooooOoomoo

(Continued)

— Calculation of recoverable amount o ooooooo
The recoverable amount of an asset is the greater Jo0o00o0ooOooooo
of its fair value less costs of disposal and value jo0oooooOooooo
in use. In assessing value in use, the estimated Oo0000o0ooooooo
future cash flows are discounted to their present gooooOooOooooo
value using a pre-tax discount rate that reflects 00ooO0oooooooo
current market assessments of the time value of oooooooooooo
money and the risks specific to the asset. Where Jo0o00oooOooooo
an asset does not generate cash inflows largely gooDoooooooo
independent of those from other assets, the O00000o0ooOoooo
recoverable amount is determined for the smallest gooooooOooooo
group of assets that generates cash inflows gooooOOooOooooo
independently (i.e. a cash-generating unit). A gooooooomoo
portion of the carrying amount of a corporate asset O0000DOoooooo
(for example, head office building) is allocated to Jooooooooooo
an individual cash-generating unit if the allocation JooooooooDoDOD
can be done on a reasonable and consistent basis, Oo00o00oo0ooooooo
or to the smallest group of cash-generating units if goooOoOooOooooo
otherwise. gooooOOooOooooo
oooooono
— Recognition of impairment losses o oooooo

An impairment loss is recognized in profit or loss jo0oooooOooooo
if the carrying amount of an asset, or the cash- go0oooooOooooo
generating unit to which it belongs, exceeds its gopoDoooooooo
recoverable amount. Impairment losses recognized 00ooO0oooooooo
in respect of cash-generating units are allocated oooooooooooo
first to reduce the carrying amount of any goodwill 00oo0ooooooooon
allocated to the cash-generating unit (or group of JoooooooDooDoO
units) and then, to reduce the carrying amount of jooooooOooooo
the other assets in the unit (or group of units) on goo@ooooom™mo
a pro rata basis, except that the carrying value of gooooOOooOooooo
an asset will not be reduced below its individual 00ooooooooooo
fair value less costs to sell, or value in use (if OO0O0O0O000OO0OO0OO0O0
determinable). gMmoooom
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(i) Credit losses and impairment of assets (i) oooooooomon

(Continued)

(ii) Impairment of non-current assets
(Continued)

— Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favorable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognized in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognized.

(j) Receivables

A receivable is recognized when the Group has an
unconditional right to receive consideration. A right to receive
consideration is unconditional if only the passage of time is
required before payment of that consideration is due.

Receivables are subsequently stated at amortized cost, using
the effective interest method and including an allowance for
credit losses (see note 2(i)(i)).

(k) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition. Cash and
cash equivalents are assessed for ECLs in accordance with the
policy set out in note 2(i)(i).
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0O00OO0OOMmMOO

(CONTINUED)

() Payables () oooo

Payables are initially recognized at fair value and are
subsequently stated at amortized cost unless the effect of
discounting would be immaterial, in which case they are stated
at invoice amounts.

(m) Convertible redeemable preferred

shares

Preferred shares give rise to financial liabilities if they are
redeemable at the option of the shareholders in case of
occurrence of triggering events that are beyond the control of
the Company and also the holders of the preferred shares.

At initial recognition, the liabilities resulting from the preferred
shares are measured at the present value of the redemption
amount. The redemption amount represents the settlement
that would be triggered by the event with the highest
settlement outcome, and which may change from time to
time. Changes in the carrying amount of the liabilities are
recognized in profit or loss. The measurement of the liabilities
also takes into account the conversion feature. The conversion
feature is measured at fair value as per note 2(e), because
it will not be settled only by the Group exchanging a fixed
amount of cash or another financial asset for a fixed number
of the Group’s own equity instruments. Transaction costs that
relate to the issue of the convertible redeemable preferred
shares are included in the initial carrying amount of the
financial liabilities.

If the preferred shares are converted into ordinary shares,
the carrying amount of the financial liabilities is transferred to
share capital and share premium.

(n) Interest-bearing borrowings

Interest-bearing borrowings are recognized initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated
at amortized cost with any difference between the amount
initially recognized and redemption value being recognized in
the consolidated statement of profit or loss over the period of
the borrowings, together with any interest and fees payable,
using the effective interest method.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. JO00O0OOMMO0O

(CONTINUED)
(o) Employee benefits (o) D000
(i) Short-term employee benefits and (i) JOoOoOooDoOoOoooo
contributions to defined contribution ooooog

retirement plans

Salaries, annual bonuses, paid annual leave, O000000000O0O0oooo
contributions to defined contribution retirement plans Joo0o0DooopoDooooooo
and the cost of non-monetary benefits are accrued in Jdooooooooooooo
the year in which the associated services are rendered O00ooooOoooooooog
by employees. Where payment or settlement is deferred oooooOoO0oOOooOoOoooO
and the effect would be material, these amounts are og

stated at their present values.

Contributions to local retirement schemes pursuant goooooopoooooooo
to the relevant labor rules and regulations in the o000o0o0o0o0oooooooo
jurisdictions in which the Group’s subsidiaries located are o0oooooOoooooooog
recognized as an expense in profit or loss as incurred, oooooooOoooooooo
except to the extent that they are included in the cost of J000D0o0oopoooooooo
inventories not yet recognized as an expense. ood
(ii) Share-based payments (ii) DoooooOooo

The fair value of share options granted to employees, 00000o0o00oooooooo
directors or consultants is recognized as an expense o00oooooOoooooooo
with a corresponding increase in a capital reserve within o0oooooOoooooooo
equity over the period that the individuals become oooooooOoooooooo
unconditionally entitled to the options. Share options J000D0ooooDooooooo
granted to employees, directors or consultants, are Joo0o0DooopoDooooooo
measured at grant date using the binomial model, taking gooooooo

into account the terms and conditions upon which the
options were granted.

The amount recognized as an expense is adjusted to J000D0o0oooDooooooo
reflect the number of share options for which the related Joo0o0Dooopoooooooo
service and non-market vesting conditions are expected goooooopoooooooo
to be met, such that amount ultimately recognised as 0000o0o0o0D0oooooooo
an expense is based on the number of awards that do 0o0ooooooooooog
meet the related service and non-market performance oo

conditions at the vesting date.




2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(o) Employee benefits (Continued)

Notes to the Financial Statements
OO0 0d.0d

2. 0O00O0OMmMOono

(o) 000000

(ii) Share-based payments (Continued)

During the vesting period, the number of share options
that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognized in
prior years is charged/credited to the profit or loss for
the year of the review, unless the original expenses
qualify for recognition as an asset, with a corresponding
adjustment to the capital reserve. The equity amount is
recognized in the capital reserve until either the option is
exercised (when it is included in the amount recognized
in share capital for the shares issued) or the option
expires (when it is released directly to equity).

(p) Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities are
recognized in profit or loss except to the extent that they
relate to items recognized in other comprehensive income or
directly in equity, in which case the relevant amounts of tax
are recognized in other comprehensive income or directly in
equity, respectively.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(p) Income tax (Continued) (p) 00000

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilized, are recognized. Future taxable
profits that may support the recognition of deferred tax assets
arising from deductible temporary differences include those
that will arise from the reversal of existing taxable temporary
differences, provided those differences relate to the same
taxation authority and the same taxable entity, and are
expected to reverse either in the same period as the expected
reversal of the deductible temporary difference or in periods
into which a tax loss arising from the deferred tax asset can be
carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences
support the recognition of deferred tax assets arising from
unused tax losses and credits, that is, those differences are
taken into account if they relate to the same taxation authority
and the same taxable entity, and are expected to reverse in
a period, or periods, in which the tax loss or credit can be
utilized.

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of
a business combination), and temporary differences relating
to investments in subsidiaries to the extent that, in the
case of taxable differences, the Group controls the timing of
the reversal and it is probable that the differences will not
reverse in the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognized is measured based
on the expected manner of realization or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of each reporting
period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow the related tax benefit to be utilized.
Any such reduction is reversed to the extent that it becomes
probable that sufficient taxable profit will be available.
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2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

(p) Income tax (Continued)

Notes to the Financial Statements
OO0 0d.0d

2. 0O00O0OMmMOono

(p) 0000

Additional income taxes that arise from the distribution of
dividends are recognized when the liability to pay the related
dividends is recognized.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Group has the legally enforceable right to
set off current tax assets against current tax liabilities and the
following additional conditions are met:

- in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realize the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

- the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered, intend to realize the current tax assets
and settle the current tax liabilities on a net basis
or realize and settle simultaneously.

(q) Provisions and contingent liabilities

Provisions are recognized when the Group has a legal or
constructive obligation arising as a result of a past event, it is
probable that an outflow of economic benefits will be required
to settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are
stated at the present value of the expenditures expected to
settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events,
are also disclosed as contingent liabilities unless the probability
of outflow of economic benefits is remote.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. JO00O0OOMMO0O
(CONTINUED)

(r) Other income

Details of the Group’s other income recognition policies are as
follows:

()

(i)

Interest income

Interest income is recognized as it accrues using the
effective interest method.

Government grants

Government grants are recognized in the statement
of financial position initially when there is reasonable
assurance that they will be received and that the Group
will comply with the conditions attaching to them. Grants
that compensate the Group for expenses incurred are
recognized as income in profit or loss on a systematic
basis in the same periods in which the expenses are
incurred. Grants that compensate the Group for the
cost of an asset are recognized initially as deferred
income and amortized to profit or loss on a straight-line
basis over the useful life of the asset by way of being
recognized in other income.

Royalty income and income from licensing
agreements

Royalty income earned through a license is recognized as
the underlying sales are recorded by the licensee.

Income from licensing agreements typically arises
from the receipt of upfront, milestone and other similar
payments from third parties for granting a license to
product-or technology-related intellectual property
(“IP”). Licensing agreements maybe entered into
with no further obligation or may include rights to
manufacturing.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(r) Other income (Continued)

(iii)

(iv)

Royalty income and income from licensing
agreements (Continued)

Licenses granted under licensing agreements are
generally unique. Therefore the basis of allocating
income to performance obligations makes use of the
residual approach. Upfront payments and other licensing
fees are usually recognized upon granting the license
which is when the licensee obtains the right to use the
underlying IP of the license, unless some of the income
shall be deferred for other performance obligations using
the residual approach. Such deferred income is released
and recognized as income when other performance
obligations are satisfied. Milestone payments are
typically received upon reaching a specific development
milestone. Development milestone income is recognized
at the point in time when it is highly probable that the
respective milestone event criteria is achieved, and the
risk of income reversal is considered remote.

Other income

Income is recognized when the performance obligation is
fulfilled (i.e., when certain therapeutic technologies are
transferred, and the customer obtains control over the
technologies).
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2. SIGNIFICANT ACCOUNTING POLICIES 2. 0000000
(CONTINUED)

(s) Translation of foreign currencies

(t)

Foreign currency transactions during the Relevant Periods
are translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated
in foreign currencies are translated at the foreign exchange
rates ruling at the end of the reporting period. Exchange gains
and losses are recognized in profit or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. The transaction date is the date on which the Company
initially recognizes such non-monetary assets or liabilities.
Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated using the
foreign exchange rates ruling at the dates the fair value was
measured.

The results of foreign operations are translated into RMB at
the exchange rates approximating the foreign exchange rates
ruling at the dates of the transactions. The resulting exchange
differences are recognized in other comprehensive income and
accumulated separately in equity in the exchange reserve.

Borrowing costs

Borrowing costs are expensed in the period in which they are
incurred.

(u) Related parties

(a) A person, or a close member of that person’s family, is
related to the Group if that person:

(i)  has control or joint control over the Group;

(i)  has significant influence over the Group; or

(iii) is a member of the key management personnel of
the Group or the Group’s parent.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(u) Related parties (Continued)

(b)

An entity is related to the Group if any of the following
conditions applies:

®

(i)

(i)

@iv)

()

(vi)

(vii)

(viii)

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or a joint venture of the
other entity (or an associate or a joint venture of
a member of a group of which the other entity is a
member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.

The entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).

A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

The entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.
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2.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

(v) Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the
financial information provided regularly to the Group’s most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.

SIGNIFICANT ACCOUNTING
JUDGMENTS AND ESTIMATES

Key sources of estimation uncertainty

Note 25 contains information about the assumptions and their risk
factors relating to financial instruments.

Other key sources of estimation uncertainty is as follows:

Impairments of non-financial assets

At the end of each reporting period, the Group reviews internal
and external sources of information to identify indications that
the assets may be impaired or an impairment loss previously
recognized no longer exists or may have decreased (see
note 2(i)(ii))-

The sources utilized to identify indications of impairment are often
subjective in nature and the Group is required to use judgment in
applying such information to its business. The Group’s interpretation
of this information has a direct impact on whether an impairment
assessment is performed as at the end of any given reporting
period.

142 Zhaoke Ophthalmology Limited 00000000
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING
JUDGMENTS AND ESTIMATES
(CONTINUED)

Key sources of estimation uncertainty
(Continued)

Impairments of non-financial assets (Continued)

If an indication of impairment is identified, such information is
further subject to an exercise that requires the Group to estimate
the recoverable amount, representing the greater of the asset’s fair
value less costs of disposal or its value in use. Depending on the
Group’s assessment of the overall materiality of the asset under
review and complexity of deriving reasonable estimates of the
recoverable amount, the Group may perform such assessments
utilizing internal resources or the Group may engage external
advisors to counsel the Group. Regardless of the resources utilized,
the Group is required to make many assumptions to make these
assessments, including the utilization of such asset, the cash
flows to be generated, appropriate market discount rates and the
projected market and regulatory conditions. Changes in any of these
assumptions could result in a material change to future estimates of
the recoverable amount of any asset.

REVENUE AND SEGMENT REPORTING

(a) Revenue

The principal activities of the Group are development,
manufacturing and marketing of ophthalmic drugs. No revenue
was derived from these activities during the current and prior
years.

(b) Segment reporting

Operating segments are identified on the basis of internal
reports that the Group’s most senior executive management
reviews regularly in allocating resources to segments and in
assessing their performances.

The Group’s most senior executive management makes
resources allocation decisions based on internal management
functions and assess the Group’s business performance as
one integrated business instead of by separate business lines
or geographical regions. Accordingly, the Group has only one
operating segment and therefore, no segment information is
presented.
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OTHER INCOME 5. 0O0OO

2021 2020
20210 20200
RMB’'000 RMB’000
goooo oooood

Bank interest income gooood 5,036 2,582

Government grants gooo

— Employment support grants (note i) gooooomoogio 222

— Other government grants (note ii) Jooooomogiio 44

Income from licensing agreement (note iii) 00000 ogiig 64,246

Other income (note iv) goomooivo 1,360

Others oo 8

68,462

Notes: ooo

(i) The amount represents government grants received from various (i) 0000000ooooooooooooooo
PRC government authorities in connection with the fiscal subsidies 000DO000OO0C0OO0ODOODOODOOOoOOoDoOoO
for providing financial support to enterprises and paying wages to the oooooo
employees.

(i) The amount represents subsidies received from government for (i) 00000oD0OO000OO0O0ooDoOoOooooooo
encouragement of technology research and development and goooooooooo
compensation on the capital expenditure of production lines.

(i) On October 2, 2020, the Group entered into a licensing agreement with (i) 02020010020 0000000000
Lee’s Pharmaceutical International Limited, the then immediate holding 000 O 0 O O Lee's Pharmaceutical
company, and Zhaoke Pharmaceutical (Guangzhou) Limited, the then International LimitedD O OO OOOOOO
fellow subsidiary of the Company, (collectively, the “Licensees”). Under 00000 o0moomooooOn
this agreement, the Group agreed to grant exclusive license rights to 00000 O00D0OODO0OO0OOoOoOOoOoOoOoOoOn
the Licensees to commercialize Adapalene and Clindamycin Combination 00000 O0O0DDoDO0oDOoOO0DOoOooOoooDoOoOo
gel, a dermatological drug, for a period of 10 years in Mainland China, 00000000000 O0OOO0OOOOOOO0
Hong Kong, Macau and Taiwan. The license agreement includes a non- 0DO00D000000OO0D0O0oi1000000
refundable upfront payment, milestone payment and sales-based royalty 00000 O0O0DDoDO0oDOoOO0DOoOooOoooDoOoOo
upon commercialization of the licensed product. During the year ended 0000000000000 O0O0O0OOO0O0O0
December 31, 2020, the Group received the non-refundable upfront 0O0002020012031000000000
payment of US$10,000,000 (equivalents to RMB68,101,000) by way of 0000000000D0ooooooooooo
Share Repurchase (note 24(c)(i)) upon signing of the agreement. 10,000,0000 00 0 0 OO 0O O 68,101,000

0000 24(c)@)m
(iv)  On November 5, 2020, the Group entered into a technology transfer (v) 02020011050000000000000

agreement with Zhaoke Pharmaceutical (Guangzhou) Limited, a related
company of the Company, to transfer all proprietary rights and research
and development results in respect of Dinoprostone Gel, a gynecology
drug, for a total consideration of RMB1,360,000.

00000 o0oOoDoo0000o0000o0
OOooDoO0OO0OOO0OOOO0OO0ODOOO0OIOOODOO
0000000000 O00OO00OO0O0OO0O0O0O0
1,360,0000 0
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guooomgooig

2021
20210

RMB’000
ooooo

13,409

OTHER NET GAIN/(LOSS) 6.
Net foreign exchange gain/(loss) gooomoomo
LOSS BEFORE TAXATION 7.

Loss before taxation is arrived at after charging:

(a) Finance costs

goooo

2020
20200

RMB’000

goooo

(5,487)

ooo0o0OO0oO0oOOooOO0OOOoOoOooo

(a) 0000

2021
20210

RMB’000
ooooo

Interest on bank loan oooooo

Interest on lease liabilities gooooo

Changes in the carrying amount of gooooooooooo
preferred shares liability:

— Changes in present value of goooooooo

redemption amount
— Changes in fair value of conversion gooooooooo
features

597
1,352

1,949

58,208

1,705,291

1,763,499

1,765,448

2020
20200

RMB’000
ooooo

74,329

595,649

671,633
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7. LOSS BEFORE TAXATION
(CONTINUED)

(b) Staff costs

Salaries, wages and other benefits
Contribution to defined benefit

oooooooooo

retirement plans

Equity-settled share-based payment

expenses

gooooooooooooo

gooo0O0oO0ooooOooOoO0o

Notes:

(0}

(]

(i)

The Group operates a Mandatory Provident Fund Scheme (the
“MPF scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for employees employed under
the jurisdiction of the Hong Kong Employment Ordinance
and not previously covered by the defined benefit retirement
plan. The MPF scheme is a defined contribution retirement
plan administered by independent trustees. Under the MPF
scheme, the employer and its employees are each required
to make contributions to the plan at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of
HK$30,000. Contributions to the plan vest immediately.

Pursuant to the relevant labor rules and regulations in the
PRC, the Group in the PRC participates in defined contribution
retirement benefit schemes (the “Schemes”) organized by the
local government authorities whereby the Company and its
subsidiaries in the PRC are required to make contributions to the
Schemes based on certain percentages of the eligible employee’s
salaries. The local government authorities are responsible for the
entire pension obligations payable to the retired employees.

Staff costs includes remuneration of directors and senior
management (notes 9 and 10).

ooo

(0}

(i)

(i)

7. DO00D0Dmoo

(b)oooo

2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
50,982 23,142
3,001 156
96,168 12,631
150,151 35,929
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LOSS BEFORE TAXATION 7.
(CONTINUED)

(c) Other items

ougaod

guooomigd

(c) 0000

2021 2020
20210 20200
RMB’000 RMB’000
ooooo goooo

Amortization of intangible assets gooooo

Depreciation charge gooo

— owned property, plant and goooopoooooo
equipment

— right-of-use assets goooooo

Auditors’ remuneration ooooo

— audit services goooo

— other services goooo

Research and development expenses 0000

Loss on disposal of property, plantand 0000000000000
equipment

Listing expenses oooo

2,106 2,066

19,296 14,208
4,429 3,579
2,572 99

120 -
220,058 81,779
= 9
28,112 10,558

INCOME TAX IN THE CONSOLIDATED 8.
STATEMENT OF PROFIT OR LOSS

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the
Group are domiciled and operated.

(a) Cayman Islands income tax

The Company is incorporated in the Cayman Islands as an
exempted company with limited liability under the Cayman
Companies Act.

There is no income tax in the Cayman Islands and accordingly,
the operating results reported by the Company, is not subject
to any income tax in the Cayman Islands.

(b) Hong Kong income tax

No provision for Hong Kong profits tax has been provided
for at the rate of 16.5% as the Company has no estimated
assessable profits.

(c) The PRC corporate income tax

No provision for Mainland China income tax has been provided
for at a rate of 25% pursuant to the Corporate Income Tax
Law of the PRC and the respective regulations, as the Group’s
PRC entity has no estimated assessable profits.

guooooobbood

gobooooooooooooooooooon
gooo00o0oOooooOoO0oOooooo

(a) 0000000
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(b) 00000
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016.5%0000000000000

(c) 0000000
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8. INCOME TAX IN THE CONSOLIDATED 8. JO00O0OOODOOOmODO
STATEMENT OF PROFIT OR LOSS

(CONTINUED)
(d) Reconciliation between tax expense (d)ooooooooonon
and accounting loss at applicable tax oooooono
rates:
2021 2020
202171 20200
RMB’000 RMB’000
goood goood
Loss before taxation goooo (2,129,780) (726,981)

Notional tax on loss before taxation, goooooooomooooo
calculated at the rates applicable to jooooOoooooooo

losses in jurisdictions concerned (9,081)
Tax effect of non-deductible expenses 00000000000 3,584
Tax effect of non-taxable income joooooooooono (96)
Tax effect of tax losses not recognized OOOO00O0O0O0OOOOO —
Tax effect of tax losses not previously 000000000000 OOOOOO
recognized and utilized (13,908)
The effect of waiver income (note i) Oooooooomooio 33,348
Tax effect of deductible temporary goooooooooooooooo
differences not recognized 39
Tax effect of super deduction for J000ooo0oooooomogiio
research and development expenses
(note ii) (13,886)
Notes: ooo
@) This amount represents the waiver of the amounts due to fellow (i) 00000000 O0OoO0DO0OOoOoooo
subsidiaries as capital contribution to the Group. goooOooooo

(ii) According to the CIT Law, an additional 75% of qualified research (i) 0000000000 20180 1010
and development expenses incurred is allowed to be deducted 02020012031000000000
from taxable income effective from January 1, 2018 to December 000000075% 00000000
31, 2020. From January 1, 2021, an additional 100% of qualified 0000000000000 0O0O2021
research and development expenses incurred is allowed to be 01010000000000000

deducted from taxable income under the CIT Law. 100%0 000000000000
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8. INCOME TAX IN THE CONSOLIDATED 8. JO00O0OOODOOOmODO
STATEMENT OF PROFIT OR LOSS

(CONTINUED)

(e) Deferred tax assets not recognized (e) D0OOOooooon
In accordance with the accounting policy set out in note 2(p), oooo0z2poOooooO00oooon
the Group has not recognized any deferred tax assets in gooooOooooooooooo

respect of the following items:

2021 2020
20210 20200
RMB’000 RMB’000
goooo goood
Tax losses gooo 413,697 119,002
Deductible temporary differences gooooooo 4,069 4,102
417,766 123,104
It is not probable that future taxable profits against which the 00000000 0Oo0oooDoooo
losses and deductible temporary differences can be utilized will Jo000D0D0D0o0oo0oooooDoooo
be available in the relevant tax jurisdiction and entity. goooo
(f) Deductible losses that are not (f) ooooooooooo
recognized as deferred tax assets will ooooooooono
be expired as follows:
2021 2020
20210 20200
RMB’000 RMB’000
goood oooood
2020 20200 —
2021 20210 —
2022 20220 -
2023 20230 -
2024 20240 —
2025 20250 119,002 119,002
2026 20260 294,695 —

413,697 119,002
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9. DIRECTORS’' EMOLUMENTS 9. ODOODO
Directors’ emoluments disclosed pursuant to section 383(1) of the 00o00oo0oO0oO0oOoOo383()ooomooon
Hong Kong Companies Ordinance and Part 2 of the Companies o000 ooooooooooo

(Disclosure of Information about Benefits of Directors) Regulation
are as follows:

2021
20210
Salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme Share-based
fees in kind bonuses contributions payments
ooooo oooo
gooo ooooo gooo gooooo goooo
Executive directors 0ooo
— Dr. Li Xiaoyi oooooo 6,205 3,082 471 29,215
— Mr. Dai Xiangrong gooooo = = = 4,087

Non-executive Directors 00000
— Ms. Leelalertsuphakun gooooo

Wanee

— Ms. Cai Li ooooo

— Mr. Chen Yu goooo

— Ms. Tiantian Zhang oooooo
(appointed on 0020210
February 5, 2021) 20500000

Independent Non- 0oooooo
executive Directors

— Mr. Wong Hin Wing gooooo
(appointed on April 1, 0020210
2021) 40100000

— Prof. Lo Yuk Lam gooooo
(appointed on April 1, 0020210
2021) 40100000

— Dr. Tam Lai Fan Gloria pooooo
(appointed on April 1, 0020210
2021 and resigned on 40100000
April 11, 2022) 0020220

40110000
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DIRECTORS’ EMOLUMENTS 9, JO0ODOMMOO
(CONTINUED)
2020
20200
Salaries,
allowances Retirement
Directors’  and benefits  Discretionary scheme  Share-based
fees in kind bonuses  contributions payments Total
ooooo oooo
oooo ooooo oooo oooooo ooooo oo
Executive directors oooo
— Dr. Li Xiaoyi oooooo - - - - 3,398 3,398
— Mr. Dai Xiangrong gooooo - - - - 707 707
Non-executive Directors 00000
— Ms. Leelalertsuphakun gooooo
Wanee - - - - - -
— Ms. Cai Li ooooo - - - - - -
— Mr. Chen Yu goooo - - - - - -
_ _ - = 4,105 4,105
INDIVIDUALS WITH HIGHEST 10.000000
EMOLUMENTS
Of the five individuals with the highest emoluments, one (2020: Nil) 000000000OO0O0OOm2020000MmO
of them is a director whose emoluments are disclosed in note 9. The jo00o0o0ooOoonO0OoDUOoMm 202000
aggregate of the emoluments in respect of the other four (2020: 0JoMmooocoooooo
five) individuals are as follows:
2020
20200
RMB’000
ooooo
Salaries and other emoluments ooooooo 3,751
Discretionary bonuses gooo 1,048
Share-based payments goooooooo 3,922
Retirement scheme contributions gooooo 44
8,765
The emoluments of the four (2020: five) individuals with the highest gMmzo200 000 DC0O0OOOOOOCODO
emoluments are within the following bands: goooo
2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
HK$Nil to HK$1,000,000 0000o1,000,00000 1
HK$1,000,001 — HK$1,500,000 1,000,0010 0 O 1,500,0000 [ 2
HK$1,500,001 — HK$2,000,000 1,500,0010 0 0 2,000,0000 O 1
HK$4,500,001 — HK$5,000,000 4,500,0010 0O 0 5,000,0000 O 1
HK$7,000,001 — HK$7,500,000 7,000,0010 0 0 7,500,0000 O —
HK$7,500,001 — HK$8,000,000 7,500,001 00 [J 8,000,0000 O -
HK$14,000,001 — HK$14,500,000 14,000,0010 0 0 14,500,0000 O —
HK$14,500,001 — HK$15,000,000 14,500,0010 0 0 15,000,0000 O —
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11.LOSS PER SHARE 11.0000

(a) Basic loss per share (a) oooooo
The calculation of basic loss per share is based on the loss
attributable to ordinary equity shareholders of the Company
of RMB2,129,780,000 (2020: RMB726,981,000) and the
weighted average of 412,383,886 ordinary share (2020:
150,992,000 ordinary shares) in issue during the year after
taking into account the effect of Capitalization issue, calculated

goooooO0oooooooooooo
Oo0oO00000002,129,780,0000
0202000000 726,981,0000 1 O
0000000000 412,383,8860
020200 0150,992,0000 000000
gooooomoooo

as follows:

2021 2020
20210 20200
Number of Number of
shares shares
oooo oooo
Issued ordinary shares at the gooooooo
beginning of the year 377,480 400,000
Share Repurchase gooo = (22,520)
Effect of Capitalization issue gooooooo 150,614,520 150,614,520
Effect of conversion of convertible jo0o000o0ooooOoooooo
redeemable preferred shares to gooooooooooo
ordinary shares upon IPO 175,634,564 —
Effect of shares issued upon IPO J000000oO00ooooooooo 83,281,110 —
Effect of shares issued related to joo0ooooooooooooo
equity-settled share-based goooo
transactions 2,476,212 —
Weighted average number of ordinary 0000000000
shares at the end of the year 412,383,886 150,992,000

(b) Diluted loss per share

(b)0OOO00

Diluted loss per share is the same as basic loss per share for
the years ended December 31, 2021 and 2020, as all of the
potential ordinary shares are anti-dilutive.

000000000000 00000O
00020210 020200 120 31000
goooO0o0OO0OO0OO0OOoooOOOOOoOnO
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12.PROPERTY, PLANT AND EQUIPMENT 12.00000000

(a) Reconciliation of carrying amount (a) oooooon
Furniture,
Properties Machinery fixture and
leased for Leasehold and office Motor  Construction
own use improvements equipment equipment vehicle in progress Total
ooooooo
pooooo oooboo 0oooo oooooo 0ooo oooo 0o
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo ooooo ooooo pooooo ooooo ooooo
Cost: ooo
At January 1, 2020 0202001010 35,131 4,359 109,283 3,368 - 3,077 155,218
Exchange adjustments 0ooo - - - ) - - 2)
Additions oo 136 - 3,443 486 398 21,163 25,626
Transfer from construction 0000000
in progress - - 13,948 - - (13,948) -
Disposals 0o - - - (12) - - (12)
At December 31, 2020 and [ 20200 1203100
January 1, 2021 202101010 35,267 4,359 126,674 3,840 398 10,292 180,830
Exchange adjustments oooo (40) (43) - (23) (6) - (112)
Additions oo 3,396 2,802 4,044 2,804 586 56,049 69,681
Transfer from construction 0000000
in progress - - 48,010 - - (48,010) -
At December 31, 2021 020210 120 310 38,623 7,118 178,728 6,621 978 18,331 250,399
Accumulated oooog
depreciation:
At January 1, 2020 0202001010 8,352 690 14,468 1,078 - - 24,588
Exchange adjustments oooo = — — —* — — —*
Charge for the year gooono 3,562 436 12,997 717 75 - 17,787
Written back on disposals 000000 - - - 3) - - 3)
At December 31, 2020 and [ 20200 1203100
January 1, 2021 202101010 11,914 1,126 27,465 1,792 75 - 42,372
Exchange adjustments oooo (12) 4) - —* —-* - (16)
Charge for the year 0ooo 4,412 712 17,496 970 135 - 23,725
At December 31, 2021 020210120310 16,314 1,834 44,961 2,762 210 - 66,081
Net book value: goooo
At December 31, 2021 020210120310 22,309 5,284 133,767 3,859 768 18,331 184,318
At December 31, 2020 020200 120310 23,353 888 99,209 2,048 323 10,292 138,458

* The balance represents amount less than RMB1,000. * go0o0oOoooooai,ooodnO
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12.PROPERTY, PLANT AND EQUIPMENT 12.00000000000

(b) Right-of-use assets (b) DOO0O0O
The analysis of the net book value of right-of-use assets by 000000000 0Oo0oOoDoooo
class of underlying asset is as follows: goopooo
2021 2020
20210 20200
Notes RMB’'000 RMB’000
oo goooo goood
Properties leased for own use, carried 000000000000
at depreciated cost oo (i) 22,309 23 3158
Furniture, fixture and office equipment, OO0O000O0O0O0O0O0O
carried at depreciated cost gooooooooo (i) 22 39
23,392
Notes: ooo
(i) Properties leased for own use (i) oooooo
The Group has obtained the right to use properties as its 000O00O0O0O0OoOoOoOOOoOoooaO
buildings for its research and development, offices and staff O0000o0ooooooOoOoOoooag
quarters through tenancy agreements. The leases typically run g0oooOo0oO0oooo201000
for an initial period of two to ten years.
(i) Furniture, fixture and office equipment (i) goooooooooooo
The Group leases furniture, fixture and office equipment for an 0O000oO0oO0oooooooOoOoooa
initial period of five years. None of the leases includes variable goo00ooOoOosoooooooooo
lease payments. ooooao
The analysis of expense items in relation to leases recognized in go0ooooOoooooooooooo
profit or loss is as follows:
2021 2020
20210 20200
RMB’000 RMB’000
ooooo goooo
Depreciation charge of right-of-use 000D000O0O0O0OoOOooOoOooOooooO
assets by class of underlying asset 0oo7(c)d
(note 7(c)):
Properties leased for own use oooooo 3,562
Furniture, fixture and office poooooooooooa
equipment 17
3,579
Interest on lease liabilities (note 7(a)) 000 OOMM OO 7(@)0 1,458
During the year, additions to right-of-use assets were ooooooooOoooaos,396,000
RMB3,396,000 (2020: RMB136,000). This amount primarily [0 20200 0000136,0000 000
related to the capitalized lease payments payable under new Oo0o00oO0o0oOO0O0OO0ODOOO0OO0DO

tenancy agreements. ooooooo
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12.PROPERTY, PLANT AND EQUIPMENT 12.00000000000

(b) Right-of-use assets (Continued) (b) OOoOoOmoo
Notes: (Continued) oomoo
(ii) (Continued) (i) 0OO
During the year ended December 31, 2021, the total cash outflow 0020210120310 000000
for leases were RMB5,499,000 (2020: RMB4,858,000). 0000000000 Ss5,499,0000
020200 00 00O 4,858,0000 [T
Details of the maturity analysis of lease liabilities are set out in 000000000O0000000O210
note 21.
As at December 31, 2021, the amount of prepayment of 020210 120310000000
property, plant and equipment expected to be transferred to 000000000 O0OO0OO0OD0OOoOO
property, plant and equipment after more than one year was 000000 O0OO0OO0DO0oOoDOooooo
RMB49,812,000 (2020: RMB35,814,000). 0 49,812,000 00 20200 0 O O O
35,814,0000 [0
(C) Depreciation of property, plant and equipment including right- (C) 0000000 000D0OO0OO0OO0O000O0
of-use assets has been charged to the consolidated statement joo0o0oO0opoooooooo

of profit or loss as follow:

2021 2020
20210 20200
RMB’000 RMB’000
ooooo goooo

Research and development expenses 0000 21,884
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13.INTANGIBLE ASSETS 13.0000

In-licensed

Patents rights Softwares Total
oo goood og ogd
RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo ooooo ooooo
(Note (b)) (Note (c))
Oooo(b)a 000 (c)o
Cost: ooo
At January 1, 2020 020200 10 10 25,652 15,849 — 41,501
Exchange adjustments gooo - (5,721) (18) (5,739)
Additions oo - 109,263 332 109,595
At December 31, 2020 and 0202001203100
January 1, 2021 202101010 25,652 119,391 314 145,357
Exchange adjustments gooo — (2,966) (201) (3,167)
Additions oo - 16,529 12,434 28,963
At December 31, 2021 020210 120 310 25,652 132,954 12,547 171,153
Accumulated amortization: ooooo
At January 1, 2020 020200 10 10 4,600 — — 4,600
Exchange adjustments gooo - — —* —*
Charge for the year gooo 2,044 — 22 2,066
At December 31, 2020 and 020200 120 310 0
January 1, 2021 2021010 10 6,644 — 22 6,666
Exchange adjustments oooo — — ) )
Charge for the year gooo 2,044 — 62 2,106
At December 31, 2021 020210120 310 8,688 — 82 8,770
Net book value: ooooo
At December 31, 2021 020210120310 16,964 132,954 12,465 162,383
At December 31, 2020 020200 120 310 19,008 119,391 292 138,691
* The balance represents amount less than RMB1,000. * ooooooooaoi,ooon00O

(a) Amortization of intangible assets has been charged to the (a) go0ooooOooO0oooOooooon

consolidated statement of profit or loss as follows:

2021 2020

20210 20200

RMB’'000 RMB’000

goooo ooooo

Research and development expenses [0O000 2,044 2,044

(b) Patents (b) OO

On June 16, 2016, Zhaoke Pharmaceutical (HK) Limited
(“Zhaoke PHK”), the then fellow subsidiary of the
Company, established Zhaoke (Guangzhou) Ophthalmology
Pharmaceutical Limited (“Zhaoke Guangzhou”) and injected
capital of US$2,907,000 (equivalents to RMB19,974,000).
During the year ended December 31, 2017, Zhaoke PHK
further injected capital of US$3,865,000 (equivalents to
RMB25,652,000) to Zhaoke Guangzhou in kind of certain
patents for research and development of ophthalmic drugs
based on the fair value. On October 18, 2018, Zhaoke PHK
transferred the entire equity interests in Zhaoke Guangzhou to
ke (Hong Kong) Ophthalmology Pharmaceutical Limited
ursuant to the Reorganization.

02016060160 000000000
ogoooooomoomooOonooo
000000 00mMmoomooonoo
00O o000b0o0O0oooo2,907,000
0Moo0o000019,974,0000 M 0O
020170120310000000000
gooooOoO0O0oOooOoocOoOoOooOoOboO
gOooos,ses5.0000 @ O000O000
25,652,0000 0 000O0O0O0O0OO
0201801001800 00000000O
goooooooooooooooOdo
0Moo00o0o0oOoooooOmo
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13.INTANGIBLE ASSETS (CONTINUED)

(c) In-licensed rights

The balance of in-licensed rights represent payments made
to acquire development and commercialization rights of
ophthalmic products from third parties and are not available
for use. Due to the inherent uncertainties in the research
and development processes, these assets are particularly at
risk of impairment if the project is not expected to result in a
commercialize product. Key terms of these licenses are set out
below:

(i)

License agreement with TOT BIOPHARM
International Company Limited ("TOT
BIOPHARM")

On January 5, 2017, Zhaoke Guangzhou entered into
a license agreement with TOT BIOPHARM, a China-
based biopharmaceutical company dedicated to
developing and commercializing innovative biological
drugs and therapies and listed on the Stock Exchange,
for licensing TABO14 bio-pharmaceutical know-how for
development and commercialization for a period of 10
years in Mainland China, Hong Kong and Macau. TABO14
is an ophthalmic formulation of bevacizumab for the
treatment of retinal neovascularisation, such as wet age-
related macular degeneration (“wAMD?”).

Zhaoke Guangzhou made the non-refundable upfront
payment of RMB8,400,000 and the first milestone
payment of RMB8,400,000 upon signing of the license
agreement and obtaining Investigational New Drug
approval respectively during the year ended December
31, 2017. Zhaoke Guangzhou made the second
milestone payment of RMB6,300,000 for execution of
Phase Il clinical trial during the year ended December
31, 2020. Zhaoke Guangzhou is also obliged to make
certain payments upon the achievement of certain
development milestones, certain commercial milestones
and royalty payments at the applicable royalty rates
based on net sales of the products in Mainland China,
Hong Kong and Macau.

ougaod

13.0000000

(c) 00000

gooooo0oooooooooooo
goooooO0OoOooocoOoOooooo
000o00o0OO00O0OO0OO0cO000O0O00O
oOo0oOoOoOO00OO0OOoCcOoO0OO0OOO0boO
oOo0o0OoOoOO0O0OO0OOCcOoOO0OO0OO0OO0boO
gooooOooOooooo

(i) D00DOoOO0O0OoO0OO0O

MOoOobOo0OOooooon
og

02017010500000000
o0omooooooooooo
ooooooooooooooo
00ooo0o0o0ooOooOoooOod
o00ooooO0O0OoOoooOoooo
00o00O0000000TABO14
o0o0o0oO0oO0OO0OO0O0O01000
TABO14OOOOOOOOOOO
ooooooOooooooooo
000000000 wAMDIT

002017012031000000
oooooOoO0oOoOoooOoooo
ooooooOoooboooooo
goooooods,400,00000
00o0o0o0o0000os,400,000
000020200 12031000
o0ooOoooooonoooo
Oooooooooooooo
6,300,000 00000O0O00OO
oooooooooboooooo
oooooo0oOoooooooo
o00ooooO0O0OoooOoooo
oooooOoO0oOoOooOoOoooo
ooooooooo
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) oOoOoomon

(i)

License agreement with TOT BIOPHARM
International Company Limited (“TOT
BIOPHARM") (Continued)

On March 1, 2022, Zhaoke Guangzhou finalized a
supplemental license agreement with TOT BIOPHARM,
pursuant to which Zhaoke Guangzhou will have full
control and responsibility in the execution of clinical
trials and the ultimate decision-making power in
the development and commercialization of TABO14
in Mainland China, Hong Kong and Macau. Zhaoke
Guangzhou is also given the right of developing TABO14
for other ophthalmic indications besides wAMD or novel
formulations for ophthalmic indications. Pursuant to the
supplemental agreement, in light of the adjustment to
the mode of collaboration, the payment schedule of the
commercialization milestone payments has also been
adjusted accordingly such that it is primarily linked to
the regulatory approval progress of TABO14, while the
total milestone payment amount remains the same as
that in the original agreement signed on January 5,
2017.

As at December 31, 2021 and 2020, TABO14 was not
ready for use and the Group continues the underlying
research and development activities. As such, it
is subject to annual impairment test based on the
recoverable amount of the cash generating unit (“CGU”)
to which the intangible asset is related to which is at the
product level. Management determined the recoverable
amount of the relevant CGU using the value in use
calculations. These calculations use cash flow projections
based on management’s expectations of timing of
commercialization, market penetration rate and success
rate of commercialization over TABO14's license period.
The valuation is considered to be level 3 in the fair value
measurement hierarchy due to unobservable inputs used
in the valuation.

() 0OOOOO0O0O0O000

MoOoboOooooon
ommaoo

02022030100000000
0o0ooooo0ooooooooo
00o000000000TABO14
oooooooooooooo
O0O0O0TABO140 000000
ooooooooooooooo
OoooOowAMDOOOOOO
00000TABO140O0O00ODOO
oooooOoO0oOoOoocoOooooO
oooooOoOoOoOooOoOoooo
oooooOoO0oOoOoooOoooo
ooooooOoooboooooo
TABO140 0000000000
000000000 20170105
ooo0ooOooooooono

020210 0 20200 120 310 O
TABO14O0OOOOODOOOOO
oooooOoO0oOOoocOoOoooo
ooooooO0oO0OOooOoOooooO
ooooooOooooooooo
ooooooooooooooo
oboooooooooooooo
0o0oooo0o0ooooooo
TABO14OOOOOOOOOOO
oooooooooooooo
oooooOoO0oOooboOoOoooo
ooooooOooooooooo
ooooooOooooooooo
ooooooo
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) oOoOoomon

(i) License agreement with TOT BIOPHARM
International Company Limited (“TOT
BIOPHARM") (Continued)

() 0OOOOO0OO0O0O000
MOoo00Onoooo
omoo

With the assistance of an external appraiser,
management determined the recoverable amount of
TABO14 based on the following approach and the key
assumptions:

- TABO14 will generate net cash inflows based
on the research and development process and
experience of the approval process;

- The expected market penetration rate was based
on the expected selling conditions considering
the features of marketing and technology
development;

- The discount rate used is pre-tax and reflects
specific risks relating to the relevant products; and

- The expected success rate of commercialization
by reference to practices of pharmaceutical
industries, development of technologies and
related regulations from administrations.

The key assumptions used for fair value calculation as at
December 31, 2021 and 2020 are as follows:

o00oo0o00OO0OoO0O0ooOoo
0000000000O0TABO14
ooooooo

oooooooooooo
0O00TABO140 0000
gooooo

oooooooOooooo
oooooooooooo
goooooooooo

oooooooooooo
oooooooooooo
O

oooooooooooo
0o0ooooooooooo
goooO0OO0OOoOoOooo

020210 020200 120 310 O
ooooooooooooooo

2021 2020
20210 20200
RMB’'000 RMB’000
goooo ooood
Pre-tax discount rate ooooo 25% 24%
Expected revenue growth rate goooooo 10%~484% 40%—~171%
Expected market penetration rate goooooo 1%~12% 5%—~35%
Expected success rate of commercialization D 0000000 51% 38%

Recoverable amount of CGU (in RMB’000) 0O0OO0O0OO0OO0OOOOO
gooooooo 164,012 80,039

Carrying amount of CGU (in RMB’000) goooooooooo

gooboooo 21,792 21,792

Based on the result of impairment assessment, there
was no impairment as at December 31, 2021 and 2020.

0000000000020210
020200120310000000

oo
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) oOoOoomon

(i)

License agreement with TOT BIOPHARM
International Company Limited (“TOT
BIOPHARM") (Continued)

Impairment test — sensitivity

The Group has performed sensitivity test by increasing
1% of pre-tax discount rate or decreasing 5% of
expected revenue, which are the key assumptions for
determining the recoverable amount of the intangible
asset, with all other variables held constant. The
impacts on the amount by which the intangible
asset’s recoverable amount above its carrying amount
(headroom) are as below:

() 0OOOOO0O0O0O000

Headroom oo

Impact by increasing pre-tax discountrate 0000000000
Impact by decreasing expected revenue gooooooono

Considering there was still sufficient headroom based on
the assessment, management believes that a reasonably
possible change in any of the key assumptions on which
management has based its determination of the CGU’s
recoverable amount would not cause its carrying amount
to exceed its recoverable amount.

MooooOoooogg
omaono

ooooooon

ooooooooooooooo
goooooOooooooooo
01%00000005% 000
oooooOoO0oOOooOoOoooO
0oooO0OoO0oOoOooOoooo
ooooooO0oO0OOooOoOoooO
ooomooooo

2021 2020
20210 20200
RMB’000 RMB’000
goooo goooo

142,220 58,247
(21,070) (10,136)
(14,429) (9,080)

oooooOoO0oO0OOooOoOooOoO
oooooOoOO0oO0OOoOocOoOooOoO
ooooooO0oO0OOooOoOoooO
ooooooooooOooooo
ooooooo
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) OO0 0O0

(ii) License agreement with IACTA (ii) O IACTA

Pharmaceuticals Inc. ("IACTA")

On July 24, 2020, Zhaoke Hong Kong entered
into a license agreement with IACTA, a US-based
ophthalmology-focused pharmaceutical company
developing drugs with novel mechanisms of action that
treat diseases in areas of significant unmet medical
need, to acquire the exclusive rights to I1C-265 for dry
eye and IC-270 for allergic conjunctivitis (i.e. “Licensed
know-how”) for development and commercialization
for a period of 10 years in Mainland China, Hong Kong,
Macau, Taiwan and the South East Asian countries.

Zhaoke Hong Kong made a non-refundable
upfront payment of US$1,500,000 (equivalent to
RMB10,391,000) during the year ended December 31,
2020. Zhaoke Hong Kong is also obliged to make certain
payments upon the achievement of specific development
milestones, commercial milestones and royalty payments
based on net sales of the products in Mainland China,
Hong Kong, Macau, Taiwan and the South East Asian
countries.

As at December 31, 2021 and 2020, the Licensed know-
how was not ready for use and the Group continues
the underlying research and development activities.
As such, it is subject to annual impairment test based
on the recoverable amount of the CGU to which the
intangible asset is related to which is at the product
level. Management determined the recoverable
amount of the relevant CGU using the value in use
calculations. These calculations use cash flow projections
based on management’s expectations of timing of
commercialization, market penetration rate and success
rate of commercialization over the Licensed know-
how’s license period. The valuation is considered to be
level 3 in the fair value measurement hierarchy due to
unobservable inputs used in the valuation.

Pharmaceuticals Inc.
[MIACTAOID OOOOOO

02020070240000000
IACTAAODOOOOOOOOOO
oooooOoO0oOOooOoOoooO
oooooOoO0oO0OOoocOoOooOoO
ooooO0ooO0oooooooo
gooic-2es000000000
gic-2voiooommooog
00Oooo0oo0Oo0oO0oooo
o00ooOoOoO0oO0OOoocOoOooOoO
goooioCO

00202001203100000
000000o0o0o0ooooo
1,500,000 DO O OOOOO
10,391,0000 M OOOCOOOO
o00o00oO0OO0OO0OO0OO0cO0OOooOoOO
ooooooO0oO0OOooOoOoooO
ooooooOooooooooo
gooooooooooooog
ooooooooo

020210020200 120 310 O
oooooOoO0oO0OO0OoO0oOoooO
goooooooooOooooo
oooooooooooooog
ooooooOoOooooOoooo
0O00o00oO0O0O0OO0O0O0O0O0O0O0
o00ooOoOoO0oO0OOooO0oOooOoOO
oo0oooO0oO0OO0OOoOoOooOoOO
ooooooO0oOoOooOoOooooO
gooooooooooooog
oooooooOoooooooo
o00oo0o0o0OO0OoO00ooOo0O
o0ooooO0oO0OoOoO0oOooOoO
ooooooooo
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) oOoOoomon

(ii) License agreement with IACTA (ii) O IACTA

Pharmaceuticals Inc. ("IACTA")
(Continued)

With the assistance of an external appraiser,
management determined the recoverable amount of the
Licensed know-how based on the following approach and
the key assumptions:

- The Licensed know-how will generate net cash
inflows based on the research and development
process and experience of the approval process;

- The expected market penetration rate was based
on the expected selling conditions considering
the features of marketing and technology
development;

- The discount rate used is pre-tax and reflects
specific risks relating to the relevant products; and

- The expected success rate of commercialization
by reference to practices of pharmaceutical
industries, development of technologies and
related regulations from administrations.

The key assumptions used for fair value calculation as at
December 31, 2021 and 2020 is as follows:

Pharmaceuticals Inc.
M IACTAOID OOOOOGQg

oo

ooooooOooooooooo
ooooooooooooooo
goooooooo

oooooooOooooo
oooooooooooo
gooooooo

Oo0oooO0oooOoooon
oooooooooooo
goooOoOoOooooo

oooooooooooo
0o0ooooooOooooo
O

oooooooooooo
oooooooooooo
goooooooooo

020210 020200 120 310 O
ooodo0oOoOoOoooooooo

2021 2020

20210 20200

Pre-tax discount rate goooo 27% 24%
Expected revenue growth rate goooooo 1% ~847% 1%~324%
Expected market penetration rate goooooo 1% ~4% 1%~10%

Expected success rate of commercialization 00000000
Recoverable amount of CGU gooooooooooo

29% 28%—~31%

(in RMB’000) ooooooo 92,460 93,588
Carrying amount of CGU gooDoooooooo
(in RMB’000) ooooooo 9,540 9,815

Based on the result of impairment assessment, there
was no impairment as at December 31, 2021 and 2020.

0O00O00O0O0000020210
020200120310000000

oo




oo o=« =+ Notes to the Financial Statements - -
C ... .. s sy s Hdoooogo ..

13.INTANGIBLE ASSETS (CONTINUED) 13.000M0000
(c) In-licensed rights (Continued) (c) OOOO0oOoo

(ii) License agreement with IACTA (ii) O IACTA

Pharmaceuticals Inc. ("IACTA")
(Continued)

Impairment test — sensitivity

The Group has performed sensitivity test by increasing
1% of pre-tax discount rate or decreasing 5% of
expected revenue, which are the key assumptions for
determining the recoverable amount of the intangible
asset, with all other variables held constant. The
impacts on the amount by which the intangible
asset’s recoverable amount above its carrying amount
(headroom) are as below:

Headroom oo

Impact by increasing pre-tax discount rate 0000000000
Impact by decreasing expected revenue goooooooo

Considering there was still sufficient headroom based on
the assessment, management believes that a reasonably
possible change in any of the key assumptions on which
management has based its determination of the CGU’s
recoverable amount would not cause its carrying amount
to exceed its recoverable amount.

Pharmaceuticals Inc.
M IACTAOID OOOOOGQg
oo0o

oooooooo

oooooOoO0oO0OOoocOoOooooO
ooooooOooooooooo
01%00000005%1 000
goooooOooooooooo
0OOooO00OO0oD0ooO0Ooo0On0
oooooOoO0oOOooOoOoooO
goomooooo

2021 2020
20210 20200
RMB’000 RMB’000
ooooo goooo

82,920 83,773
(12,049) (12,890)
(6,149) (8,441)
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13.INTANGIBLE ASSETS (CONTINUED) 13.00000I00
(c) In-licensed rights (Continued) (c) OOOO0oOoo

(iii) License agreement with Nevakar, Inc. (iii) O Nevakar, Inc.

(“Nevakar™)

On October 19, 2020, Zhaoke Hong Kong entered
into a license agreement with Nevakar, a US-based
biopharmaceutical company developing multiple
innovative medications in the ophthalmic and hospital
injectable areas, for the exclusive rights to develop,
manufacture and commercialize NVK-002, a novel
topical eye treatment for slowing the progression of
myopia in children, for a period of 15 years in Mainland
China, Hong Kong, Macau, Taiwan, South Korea and the
South East Asian countries.

Zhaoke Hong Kong made a non-refundable
upfront payment of US$10,000,000 (equivalent to
RMB68,828,000) during the year ended December 31,
2020. Zhaoke Hong Kong is also obliged to make certain
payments upon the achievement of specific development
milestones, commercial milestones and royalty payments
based on net sales of the products in Mainland China,
Hong Kong, Macau, Taiwan and the South East Asian
countries.

As at December 31, 2021 and 2020, NVK-002 was
not ready for use and the Group continues the
underlying research and development activities. As
such, it is subject to annual impairment test based
on the recoverable amount of the CGU to which the
intangible asset is related to which is at the product
level. Management determined the recoverable
amount of the relevant CGU using the value in use
calculations. These calculations use cash flow projections
based on management’s expectations of timing of
commercialization, market penetration rate and success
rate of commercialization over NVK-002’s license period.
The valuation is considered to be level 3 in the fair value
measurement hierarchy due to unobservable inputs used
in the valuation.

[0 NevakarIO OO OO
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13.INTANGIBLE ASSETS (CONTINUED)

(c) In-licensed rights (Continued)

(iii)

License agreement with Nevakar, Inc.
(“Nevakar”) (Continued)

With the assistance of an external appraiser,
management determined the recoverable amount of
NVK-002 based on the following approach and the key
assumptions:

. NVK-002 will generate net cash inflows based
on the research and development process and
experience of the approval process;

. The expected market penetration rate was based
on the expected selling conditions considering
the features of marketing and technology
development;

- The discount rate used is pre-tax and reflects
specific risks relating to the relevant products; and

- The expected success rate of commercialization
by reference to practices of pharmaceutical
industries, development of technologies and
related regulations from administrations.

The key assumptions used for fair value calculation as at
December 31, 2021 is as follows:

ougaod

13.000M 00
(c) 000000

(iii) O Nevakar, Inc.
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0000000000 0NVK-002
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oooooood
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. gooooooooooo
gooooooOooooo
goooOoOooooo

020210120310000000

gooooooooo

2021
20210

Pre-tax discount rate

Expected revenue growth rate

Expected market penetration rate
Expected success rate of commercialization
Recoverable amount of CGU (in RMB’000)
Carrying amount of CGU (in RMB’000)

ooooo

ooooooo

ooooooo

oooooooo
ooooooooooomoooooo
goo0000o0ooomOoOoOoooo 63,214

24%
-5%~84%

1%~2%

72%
905,680

Based on the result of impairment assessment, there
was no impairment as at December 31, 2021.

The carrying amount of the CGU of NVK-002 was
RMB65,018,000 at December 31, 2020. Considering the
short period since the date of acquisition of NVK-002,
there was no impairment as at December 31, 2020.
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1203100000000
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000
(c) In-licensed rights (Continued) (c) oOoOoomon
(iii) License agreement with Nevakar, Inc. (iii) O Nevakar, Inc.
(“Nevakar”) (Continued) [0 Nevakar(II 00O 0O
omoo
Impairment test — sensitivity oooooono
The Group has performed sensitivity test by increasing joo00oDooopoooooooo
1% of pre-tax discount rate or decreasing 5% of Jdooooooooooooo
expected revenue, which are the key assumptions for 01%00000005% 000
determining the recoverable amount of the intangible o0oooooOoooooooo
asset, with all other variables held constant. The 0000000000 O0OoOOn
impacts on the amount by which the intangible J000D0o0oooDooooooo
asset’s recoverable amount above its carrying amount joomooooo

(headroom) are as below:

2021
20210
RMB’000
ooooo
Headroom ood 842,466
Impact by increasing pre-tax discount rate gooooooooo
Impact by decreasing expected revenue gooooooog
Considering there was still sufficient headroom based on goooooooooooooo
the assessment, management believes that a reasonably oooooOoO0oO0OOooOoOoooO
possible change in any of the key assumptions on which O0o0ODo0o0ooD0DOo0oooooo
management has based its determination of the CGU’s ooooooooooooooo
recoverable amount would not cause its carrying amount ooooooao

to exceed its recoverable amount.
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) OO0 0O0

(iv) License agreement with PanOptica, Inc. (iv) O PanOptica, Inc.

(\\ PAN II)

On December 15, 2020, Zhaoke Hong Kong entered
into a license agreement with PAN, a US-based
ophthalmology-focused pharmaceutical company
developing a topical eye drop for the treatment of
sight-threatening eye diseases caused by abnormal or
leaky blood vessels, for the exclusive rights to develop,
manufacture and commercialize PAN-90806, a wAMD
solution, for a period of 10 years in Mainland China,
Hong Kong, Macau, Taiwan, South Korea and the South
East Asian countries.

Zhaoke Hong Kong made an upfront payment of
US$3,500,000 (equivalent to RMB24,101,000) during
the year ended December 31, 2020. Zhaoke Hong
Kong is also obliged to make certain payments upon
the achievement of specific development milestones,
commercial milestones and royalty payments based on
net sales of the products in Mainland China, Hong Kong,
Macau, Taiwan and the South East Asian countries.

As at December 31, 2021 and 2020, PAN-90806
was not ready for use and the Group continues the
underlying research and development activities. As
such, it is subject to annual impairment test based
on the recoverable amount of the CGU to which the
intangible asset is related to which is at the product
level. Management determined the recoverable
amount of the relevant CGU using the value in use
calculations. These calculations use cash flow projections
based on management’s expectations of timing of
commercialization, market penetration rate and success
rate of commercialization over PAN-90806’s license
period. The valuation is considered to be level 3 in the
fair value measurement hierarchy due to unobservable
inputs used in the valuation.
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13.INTANGIBLE ASSETS (CONTINUED) 13.00000I00
(c) In-licensed rights (Continued) (c) OOOO0oOoo

(iv) License agreement with PanOptica, Inc. (iv) O PanOptica, Inc.

("PAN") (Continued)

With the assistance of an external appraiser,
management determined the recoverable amount of
PAN-90806 based on the following approach and the key
assumptions:

- PAN-90806 will generate net cash inflows based
on the research and development process and
experience of the approval process;

- The expected market penetration rate was based
on the expected selling conditions considering
the features of marketing and technology
development;

- The discount rate used is pre-tax and reflects
specific risks relating to the relevant products; and

- The expected success rate of commercialization
by reference to practices of pharmaceutical
industries, development of technologies and
related regulations from administrations.

The key assumptions used for fair value calculation as at
December 31, 2021 is as follows:

MPANODOOOOCOMOO

0o0o0ooooooooooo
000000000000 PAN-
908060 000000

- Oo0oooO0oooOoooon
0 0 0O PAN-908060 O O
oooooooao
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gooooO0Opooooo

- oooooooooooo
oooooooooooo
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ooooooocOooooo
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020210120310000000
oooooooooo

2021

20210

Pre-tax discount rate ooooo 28%
Expected revenue growth rate goooooo -5%n~291%
Expected market penetration rate goooooo 1%~11%
Expected success rate of commercialization oooooooo 30%
Recoverable amount of CGU (in RMB’000) J00000o00oooomoooooo 387,421
Carrying amount of CGU (in RMB’000) JgooooooooOomoooood 22,135

Based on the result of impairment assessment, there
was no impairment as at December 31, 2021.

The carrying amount of the CGU of PAN-90806 was
RMB22,766,000 at December 31, 2020. Considering the
short period since the date of acquisition of PAN-90806,
there was no impairment as at December 31, 2020.

0000O000000020210
1203100000000

0 20200 120 31 0 O PAN-
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) oOoOoomon

(iv) License agreement with PanOptica, Inc. (iv) O PanOptica, Inc.

("PAN") (Continued)

Impairment test — sensitivity

The Group has performed sensitivity test by increasing
1% of pre-tax discount rate or decreasing 5% of
expected revenue, which are the key assumptions for
determining the recoverable amount of the intangible
asset, with all other variables held constant. The
impacts on the amount by which the intangible
asset’s recoverable amount above its carrying amount
(headroom) are as below:

MPANODOOOCOOMOO

ooooooon

oO0ooo0o0oO0OoOooOoOoooO
oooooOoO0oOOooOoOoooO
01%00000005% 000
ooooooO0oOoooOoOooooO
oooooooooooooo
oooooooooooooog
goomooooo

2021
20210

RMB’000
ooooo

Headroom oo
Impact by increasing pre-tax discount rate
Impact by decreasing expected revenue

oooooooooo
ooooO0Oooo0o

365,286
(44,447)
(25,444)

Considering there was still sufficient headroom based on
the assessment, management believes that a reasonably
possible change in any of the key assumptions on which
management has based its determination of the CGU’s
recoverable amount would not cause its carrying amount
to exceed its recoverable amount.
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13.INTANGIBLE ASSETS (CONTINUED) 13.00000I00
(c) In-licensed rights (Continued) (c) OOOO0oOoo

(v) License agreement with NTC S.r.l. ("NTC") (v) ONTCS.r..LIl NTC[

Zhaoke Hong Kong entered into a license agreement
with NTC, an Italy-based pharmaceutical company
specialized in developing innovative therapeutic solutions
in the areas of drugs, nutraceuticals and medical
devices, to acquire the exclusive rights to NTC014
for the indication of moderate-to-severe bacterial
conjunctivitis and NTC010 for the prevention and
treatment of inflammation and inflection associated with
cataract surgery for development and commercialization
for a period of 12 years in Mainland China, Hong Kong,
Macau, Taiwan and the South East Asian countries.

NTCO14

On December 31, 2020, Zhaoke Hong Kong entered into
a license agreement with NTC for licensing NTCO014 for
development and commercialization for a period of 12
years in Mainland China, Hong Kong, Macau, Taiwan and
the South East Asian countries.

Zhaoke Hong Kong made a non-refundable upfront
payment of EUR400,000 (equivalent to RMB3,109,000)
during the year ended December 31, 2021. Zhaoke Hong
Kong is also obliged to make certain payments upon the
achievement of specific development milestones and
commercial milestones.

As at December 31, 2021, NTCO14 were not ready for
use and the Group continues the underlying research
and development activities. As such, it is subject to
annual impairment test based on the recoverable amount
of the CGU to which the intangible asset is related to
which is at the product level. Management determined
the recoverable amount of the relevant CGU using the
value in use calculations. These calculations use cash
flow projections based on management’s expectations of
timing of commercialization, market penetration rate and
success rate of commercialization over NTCO14’s license
period. The valuation is considered to be level 3 in the
fair value measurement hierarchy due to unobservable
inputs used in the valuation.
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000
(c) In-licensed rights (Continued) (c) OOOO0oOoo
(v) License agreement with NTC S.r.l. ("NTC") (v) ONTC S.r.I0 NTCD
(Continued) oooooomoo
NTCO14 (Continued) NTCO141 0 [0

With the assistance of an external appraiser, Ooooooo0o0ooooOoOon
management determined the recoverable amount of 000000000 0O0ONTC014
NTCO014 based on the following approach and the key goooooo

assumptions:

- NTCO014 will generate net cash inflows based
on the research and development process and
experience of the approval process;

- The expected market penetration rate was based
on the expected selling conditions considering
the features of marketing and technology
development;

- The discount rate used is pre-tax and reflects
specific risks relating to the relevant products; and

- The expected success rate of commercialization
by reference to practices of pharmaceutical
industries, development of technologies and
related regulations from administrations.

The key assumptions used for fair value calculation as at
December 31, 2021 is as follows:

oooooooooooo
OO0ONTCO140 0000
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goooooooooo
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oooooooooo

2021

20210

Pre-tax discount rate ooooo 26%
Expected revenue growth rate ooooooo 0%~82%
Expected market penetration rate goooooo 6% ~34%
Expected success rate of commercialization gooooooo 54%%
Recoverable amount of CGU (in RMB’000) 00000000 oomoooooo 17,883

Carrying amount of CGU (in RMB’000)

0000000000 mOO0ooo 3,061

Based on the result of impairment assessment, there
was no impairment as at December 31, 2021.
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000
(c) In-licensed rights (Continued) (c) OOoOoomon
(v) License agreement with NTC S.r.l. ("NTC") (v) ONTCS.r..LIl NTC[
(Continued) oooooomoo
Impairment test — sensitivity oooooooo
The Group has performed sensitivity test by increasing o00oooooOoooooooo
1% of pre-tax discount rate or decreasing 5% of o0oooooOoooooooo
expected revenue, which are the key assumptions for 01%00000005% 000
determining the recoverable amount of the intangible J000D0ooooDooooooo
asset, with all other variables held constant. The 000 00oDO0o0oOooOooooon
impacts on the amount by which the intangible goooooopoooooooo
asset’s recoverable amount above its carrying amount goomooooo

(headroom) are as below:

2021
20210
RMB’000
goood
Headroom oo 14,822
Impact by increasing pre-tax discount rate goooooooog
Impact by decreasing expected revenue ooooooooo
Considering there was still sufficient headroom based on Oo0ooODooooDooooooo
the assessment, management believes that a reasonably oooooooOoooOoOooon
possible change in any of the key assumptions on which ooooooooooooooo
management has based its determination of the CGU’s ooooooooooOooooo
recoverable amount would not cause its carrying amount goooooo

to exceed its recoverable amount.
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) OO0 0O0

(v) License agreement with NTC S.r.l. ("NTC") (v) ONTCS.r..LIl NTC[[

(Continued)

NTCO10

On February 15, 2021, Zhaoke Hong Kong entered into
a license agreement with NTC for licensing NTCO10 for
development and commercialization in Mainland China.

Zhaoke Hong Kong made the non-refundable
upfront payment of EUR300,000 (equivalent to
RMB2,333,000) and the first milestone payment of
EUR600,000(equivalent to RMB4,666,000) upon signing
of the license agreement and obtaining Investigational
New Drug approval respectively during the year ended
December 31, 2021. Zhaoke Hong Kong is also obliged
to make certain payments upon the achievement
of specific development milestones and commercial
milestones.

As at December 31, 2021, NTCO10 were not ready for
use and the Group continues the underlying research
and development activities. As such, it is subject to
annual impairment test based on the recoverable
amount of the CGU to which the intangible asset is
related to which is at the product level. Management
determined the recoverable amount of the relevant CGU
using the value in use calculations. These calculations
use cash flow projections based on management’s
expectations of timing of commercialization, market
penetration rate and success rate of commercialization
over NTCO10’s estimated useful life of 10 years. The
valuation is considered to be level 3 in the fair value
measurement hierarchy due to unobservable inputs used
in the valuation.
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000
(c) In-licensed rights (Continued) (c) oOoOoomon
(v) License agreement with NTC S.r.l. ("NTC") (v) ONTCS.r..LIl NTC[

(Continued) oooooomoo
NTCO10 (Continued) NTCO1@ O[O
With the assistance of an external appraiser, Ooooooo0o0ooooOoOon
management determined the recoverable amount of 000000000 O0ONTCo10
NTCO010 based on the following approach and the key goooooo

assumptions:

- NTCO010 will generate net cash inflows based - gooooooooooo
on the research and development process and OO0ONTCO1I00 O DOOO
experience of the approval process; gpooooo

- The expected market penetration rate was based - jo0ooooOooooo
on the expected selling conditions considering go0oooooOooooo
the features of marketing and technology goopoooooooo

development;

- The discount rate used is pre-tax and reflects - oooooooooooo
specific risks relating to the relevant products; and Jo0oO0oD0ooOooDOoo
O
- The expected success rate of commercialization - 00o0o0oooooooo
by reference to practices of pharmaceutical 0ooooooooooo
industries, development of technologies and poooopoooooo

related regulations from administrations.

The key assumptions used for fair value calculation as at 020210120310 000000
December 31, 2021 is as follows: gooooooooo
2021
20210
Pre-tax discount rate ooooo 24%
Expected revenue growth rate ooooooo 8%~140%
Expected market penetration rate goooooo 5% ~35%
Expected success rate of commercialization gooooooo 54%%
Recoverable amount of CGU (in RMB’000) 00000000 oomoooooo 96,819
Carrying amount of CGU (in RMB’000) gooooooooomoooood 6,891

Based on the result of impairment assessment, there Jo0o0oOoOoDoDOoOOOo20210
was no impairment as at December 31, 2021. 1203100000000




oo o=« =+ Notes to the Financial Statements - -
C ... .. s sy s Hdoooogo ..

13.INTANGIBLE ASSETS (CONTINUED) 13.0000000
(c) In-licensed rights (Continued) (c) OOoOoomon
(v) License agreement with NTC S.r.l. ("NTC") (v) ONTCS.r..LIl NTC[[
(Continued) oooooomoo
Impairment test — sensitivity oooooooo
The Group has performed sensitivity test by increasing o00oooooOoooooooo
1% of pre-tax discount rate or decreasing 5% of o0oooooOoooooooo
expected revenue, which are the key assumptions for 01%00000005% 000
determining the recoverable amount of the intangible J000D0ooooDooooooo
asset, with all other variables held constant. The 000 00oDO0o0oOooOooooon
impacts on the amount by which the intangible goooooopoooooooo
asset’s recoverable amount above its carrying amount goomooooo

(headroom) are as below:

2021

20210

RMB’000

goood

Headroom od 89,928
Impact by increasing pre-tax discount rate oooooooooo (¢:74-19))
Impact by decreasing expected revenue ooooooooo (6,746)
Considering there was still sufficient headroom based on Oo0ooODooooDooooooo
the assessment, management believes that a reasonably oooooooOoooOoOooon
possible change in any of the key assumptions on which ooooooooooooooo
management has based its determination of the CGU’s ooooooooooooooo

recoverable amount would not cause its carrying amount goooooo

to exceed its recoverable amount.
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) oOoOoomon

(vi) License agreement with KATO (vi) O KATO

Pharmaceuticals, Inc. ("KATO")

On May 31, 2021, Zhaoke Guangzhou entered into
a license agreement with KATO, a US-based clinical
stage biopharmaceutical company dedicated to the
development of novel therapies for pathologies of
the eye with an emphasis on unmet medical needs,
for licensing KATO patent rights for development and
commercialization in Mainland China, Hong Kong, Macau
and the South East Asian countries. KATO patent rights is
an intravitreal injection of liposome-loaded urea for the
treatment of vitreomacular traction.

Zhaoke Hong Kong made the non-refundable upfront
payment of US$1,000,000 (equivalent to RMB6,421,000)
upon signing of the license agreement during the year
ended December 31, 2021. Zhaoke Hong Kong is also
obliged to make certain payments upon the achievement
of certain development milestones, certain commercial
milestones and royalty payments at the applicable
royalty rates based on net sales of the products in
Mainland China, Hong Kong, Macau and the South East
Asian countries.

As at December 31, 2021, KATO patent rights were
not ready for use and the Group continues the
underlying research and development activities. As
such, it is subject to annual impairment test based
on the recoverable amount of the CGU to which the
intangible asset is related to which is at the product
level. Management determined the recoverable
amount of the relevant CGU using the value in use
calculations. These calculations use cash flow projections
based on management’s expectations of timing of
commercialization, market penetration rate and success
rate of commercialization over KATO patent rights’
estimated useful life of 15 years. The valuation is
considered to be level 3 in the fair value measurement
hierarchy due to unobservable inputs used in the
valuation.

Pharmaceuticals, Inc.
MKATOOO OOOOOOd

02021050310000000
KAT@OOOOOO0O0O0O0O000
oooooOoO0oOOooOoOoooO
oo00oo0O0OOoO0OOocOOO0OO0ooOOoo
Oo0oooooooooooao
ooooooooooooooo
O0O0O0OKATOOOOOOOOO
KATOOOOOOOOOOOOO
o00ooOoOoO0oO0OOoocOoOooOoO
ooooOooooo

002021012031000000
oooooooooooooog
0000001,000,0000 000
oo0000e,421,0000 0000
oooooOoOO0OO0OO0OcO0oOoooO
ooooooO0oOooOooOoOooooO
ooooooOooooooooo
ooooooooooooooo
o00oo0o00OO0OoO0O0ooOoo
oooooo

020210 120 310 O KATOO O
ooooooOooooooooo
ooooooooooooooo
goooooooooooooo
o00oo0oO0OO0OO0OocO0OooOoO
oooooOoO0oOOooOoOoooO
oooooOoOO0oO0OOooOoOooOoO
O0000000000KAToO
oooooooooisoooon
goooooooooooooo
o00o0o0o00OO0OoO0O0ooOoO
oooooOoO0oO0OoOooOoOooOoO
o0ooOoOoOO0OO0OO0OocOoOooOoOO
oooooooooo
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13.INTANGIBLE ASSETS (CONTINUED) 13.000M0000
(c) In-licensed rights (Continued) (c) OOOO0oOoo
(vi) License agreement with KATO (vi) O KATO
Pharmaceuticals, Inc. ("KATO") Pharmaceuticals, Inc.

(Continued)

With the assistance of an external appraiser,
management determined the recoverable amount of
KATO patent rights based on the following approach and
the key assumptions:

- KATO patent rights will generate net cash inflows
based on the research and development process
and experience of the approval process;

- The expected market penetration rate was based
on the expected selling conditions considering
the features of marketing and technology
development;

- The discount rate used is pre-tax and reflects
specific risks relating to the relevant products; and

- The expected success rate of commercialization
by reference to practices of pharmaceutical
industries, development of technologies and
related regulations from administrations.

The key assumptions used for fair value calculation as at
December 31, 2021 is as follows:

M KATOO D OOOOOO
oood

ooooooOooooooooo
00000000000KATOO
goooooooo

. oooooooOooooo
OooOoKATOOOOOOO
gooooooo

- Oo0oooooooooon
oooooooooooo
goooOoOoOooooo

- oooooooooooo
0o0ooooooOooooo
O

- oooooooOooooo
oooooooooooo
goooooooooo

020210120310000000
oooooooooo

2021

20210

Pre-tax discount rate ooooo 28%
Expected revenue growth rate ooooooo -8%~19%
Expected market penetration rate ooooooo 23%~31%
Expected success rate of commercialization oooooooo 549%
Recoverable amount of CGU (in RMB’000) 00000o00o0oooomoooooo 9,926
Carrying amount of CGU (in RMB’000) 00000000 omoooooo 6,321

Based on the result of impairment assessment, there
was no impairment as at December 31, 2021.

oo0oOoO0oo0O0ooz2o0210d
1203100000000
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13.INTANGIBLE ASSETS (CONTINUED) 13.0000000

(c) In-licensed rights (Continued) (c) oOoOoomon

(vi) License agreement with KATO
Pharmaceuticals, Inc. ("KATO")

(vi) 0 KATO
Pharmaceuticals, Inc.

(Continued) [MKATOO O OOOoooo
aoao
Impairment test — sensitivity ooooooon

The Group has performed sensitivity test by increasing J000D00ooDoDooooooo

1% of pre-tax discount rate or decreasing 5% of
expected revenue, which are the key assumptions for
determining the recoverable amount of the intangible
asset, with all other variables held constant. The
impacts on the amount by which the intangible
asset’s recoverable amount above its carrying amount
(headroom) are as below:

ooooooOooooooooo
01%00000005%1 000
goooooOooooooooo
0OOooO00OO0oD0ooO0Ooo0On0
oooooOoO0oOOooOoOoooO
goomooooo

2021
20210

RMB’000
ooooo

Headroom oo
Impact by increasing pre-tax discount rate
Impact by decreasing expected revenue

oooooooooo
ooooooooo

3,605

Considering there was still sufficient headroom based on
the assessment, management believes that a reasonably
possible change in any of the key assumptions on which
management has based its determination of the CGU’s
recoverable amount would not cause its carrying amount
to exceed its recoverable amount.

o00oooo0oO0OOooOoOooOooO
oooooOoOO0oO0OOooOoOooOoO
oooooOoO0oO0OOooOoOooOonO
ooooooOoooboOooooo
ooooooo

(d) Softwares

The balance of RMB12,241,000 (2020: Nil) represents IT
applications development in progress and is not available for
use.

(d) 00

00012,241,0000 20200 00 0
OoO0000OO000OO0OCcO0O0OO0OO0C0O
oo
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14.INVESTMENT IN A SUBSIDIARY

The following list contains only the particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group. The
class of shares held is ordinary unless otherwise stated.

ougaod

14.0 00000000040
000000000000000000000
000000000000000000000

ooooooooo

Proportion of ownership

Place of interest
incorporation/ Particulars of ooooooo
Name of company establishment issued and paid up capital Direct Indirect Principal activity
gooo goooooooo O0oooOooooO oo 00 0oooo
Zhaoke Hong Kong Hong Kong Hong Kong dollar (“HK$”) 100% —  Development of
10,000 ophthalmology products
gooo oo 10,0000 O oooooo
* Zhaoke Guangzhou*@ The PRC US$27,600,000 and - 100%  Development and
RMB25,650,200 manufacturing of
ophthalmology products
*0ooov oo 27,600,000000 opooooooon
000 25,650,2000
& KPMG are not the statutory auditors of this company. e JO00D0COO0D0D0ODoDOoOoOooOoooooooo
# The company name in English is a direct translation of the registered E 00000000 0OO0OO0DO0oOOoOoooOoOooO
Chinese name for the purpose of identification. ooooo
e Registered under the laws of the PRC as a foreign investment enterprise. @ 0o000o00o0ooooOooooo

15.0THER RECEIVABLES AND PREPAYMENTS

15.0 0000000000

Value added tax recoverable gooooo
Prepayments to suppliers goooooo
Deferred listing expenses gooooo
Prepaid listing expenses gooooo
Other receivables gooooo

2021 2020
20210 20200
RMB’000 RMB'000
ooooo ooooo
9,017 7,477
32,232 6,405
2,350

1,441

473

18,146

All other receivables and prepayments are expected to be recovered
or recognized as expenses within one year.

oo00o0ooooO0OO0O0oOoOOOoOoOoOoooon
oooooooo
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16.AMOUNT DUE FROM A RELATED l16.0000000O0OOO
COMPANY
Amount due from a related company was unsecured, interest-free joo0o0Doo0ooooDooooooooo
and was expected to be recognized as expense within one year. gooooooog
17.CASH AND BANK BALANCES 17.0000000
(a) Cash and bank balances comprise: (a) ooooooooon
2021 2020
20210 20200
RMB’000 RMB’000
goooo goooo
Cash at banks gooo 2,128,429 65,096
Cash and cash equivalents in the joo0Dooooooooooooo
consolidated cash flow statement 2,128,429 65,096
Pledged bank balances (note) jooooomooo 25,508 11,083
Time deposits with original maturity 00o0o0oooooooooo
over three months 8,157 806,247
2,162,094 882,426
Note: As at December 31, 2021 and 2020, these bank balances were 000 0202100202001203100000
pledged to a bank for letter of credit facilities. 00000 0D00D0DOoO0oOooOoooo

ooo
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17.CASH AND BANK BALANCES
(CONTINUED)

(b) Reconciliation of liabilities arising
from financing activities

The table below details changes in the Group’s liabilities from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are liabilities for
which cash flows were, or future cash flows will be, classified

17.0000000000

(b) 000000000000

0000OO0OoOO00O0OO0OO0cOoO00O0OO00O
oOo0oOoOoOO00OO0OOoCcOoO0OO0OOO0boO
oOo0o0OoOoOO0O0OO0OOCcOoOO0OO0OO0OO0boO
ooo0ooo0oO00oO0ooocOoO0oOoooOooO

in the Group’s consolidated cash flow statement as cash flows goooooo
from financing activities.
Lease
Bank loan liabilities Total
oooo oooo oo
RMB’000 RMB’000 RMB’000
goooo goooo goooo
(note 20) (note 21)
ooo200 ooo210
At January 1, 2020 0202001010 - 30,791 30,791
Changes from financing cash flows: 000000000
Proceeds from new bank loan jo0o0oooooa 10,000 - 10,000
Capital element of lease rentals paid goooooooo - (3,400) (3,400)
Interest element of lease rentals paid goooooooo - (1,458) (1,458)
Finance costs paid gooooo (197) - (197)
Total changes from financing cash flows 0O00000000 9,803 (4,858) 4,945
Other changes: ooooo
Increase in lease liabilities from entering 0000000000000
into new leases during the period gooo
Interest expenses (note 7(a)) goomoo7@)u
Total other changes gooooo
At December 31, 2020 and 0202001203100
January 1, 2021 202101010
Changes from financing cash flows: 000000000
Proceeds from bank loans goooooooo
Repayment from bank loans gooooo
Capital element of lease rentals paid joooooooo (4,147)
Interest element of lease rentals paid goooooooo (1,352)
Finance costs paid gooooo =
Total changes from financing cash flows 0000000000 (5,499)
Exchange adjustments oooo (33)
Other changes: 0oooo
Increase in lease liabilities from entering 00000000000
into new leases during the period oooooo
Interest expenses (note 7(a)) 000moO7(o
Total other changes gooooo
At December 31, 2021 020210120310
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18.0THER PAYABLES AND ACCRUALS 18.0 0000000000
2021 2020
202101 20200
RMB’000 RMB’000
ooooo ooooo
Payables for listing expenses gooooo = 6,364
Payables for purchase of property, plantand 000000000 O0O0O0OOO
equipment 12,684
Payroll payables gooo 5,307
Accrued costs for research and development OOOOOO0OO0O
expenses 7,920
Payables for purchase of materials goooooooo 810
Accrued office expenses and others oooooooooo 726
Other taxes payables (note) goooomooo 4,920
38,731
Note: Accrued withholding taxes on the acquisitions of development and 000 0000000000000 OOO0OO0OOO0O
commercialization rights of ophthalmic products from third parties 0000000000000o0oooooooon
based on appropriate withholding tax rates applicable to the relevant ooooo
jurisdictions.
All of the other payables and accruals are expected to be settled and 000o00ooooo0oooooooooooon
expensed within one year or are repayable on demand. goooooooooo
19. AMOUNTS DUE TO RELATED 19.0 0000000
COMPANIES
Amounts due to related companies are unsecured, interest-free and joodoo0opoo0ooooooooooooo
repayable with a maximum credit terms of 30 days or on demand. o0 ooOoooon
20.BANK LOANS 20.0000
2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo
Unsecured and repayable within 1 year or jooooi1oooooooog
on demand 10,289 10,000
The bank loans were obtained by the Group’s subsidiary, ooboooOooooboOoOOoooooooo
Zhaoke Guangzhou. At December 31, 2021, the loan balance of 20210120310 0000 9,600,0000 O O
RMB9,600,000 was subject to the fulfilment of covenant as is oooooooooooOoooooooon
commonly found in lending arrangements with financial institutions, O000D0O0O0O0O0OOOOOO0OO0OOOOOOO
and Zhaoke Guangzhou did not fulfill a covenant imposed by bank in 9,200,000 00000000O0DOOOOO0O
the respect of the loan of RMB9,200,000. As such, the entire bank oboooooooooooooaoe,200,0000
loan of RMB9,200,000 which was long-term bank loan has been 000020210120310000000000
re-classified as current liabilities in the consolidated statement of 0bDooDoDO0ooOO0oOO0OO0OOOOoOoOOooOOoa

financial position as at December 31, 2021. As at the date of the ooooooooo
report, the aforesaid bank loan was fully repaid.
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21.LEASE LIABILITIES

At December 31, 2021, the lease liabilities were repayable as

. . . . QOOg0.0O0g

21.0000

020210120310000000000000

2021 2020
20210 20200
RMB’000 RMB’000
ooooo goooo

follows:

Within 1 year or on demand gooooooo
After 1 year but within 2 years oooooooo
After 2 year but within 5 years gooooooo
After 5 years oono

5,882 4,749

5,268 4,333
11,220 10,981
4,373 7,464

20,861 22,778

26,743 27,527

22.DEFERRED INCOME

As at December 31, 2021 and 2020, deferred income of the Group
represented grants received from the government to compensate
the capital expenditure on production lines. Government grants
are recognized as other income over the useful lives of relevant
machinery.

The amount of government grants that is recognized in the
consolidated statement of profit or loss is disclosed in note 5.

22.0000

020210020200 1203100000000
0000000000 O0O0O0O0OO0O0O0DO0O0O0
oo00o0O0OOoocO0OO0O0OOOOOoOoOoOooOooon
ooooo

gooooooooOooooooooosoon
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23.EQUITY SETTLED SHARE-BASED 23.000000000000

TRANSACTIONS 0ad

On November 17, 2020, the shareholders of the Company approved j20200 110170 00000000000C O
the Share Option Scheme (the “Scheme”) which is a share-based o000 00o0oooooooooooo
incentive plan to reward, retain and motivate the Group’s employees, J00000MomoooooOoooooo
directors and consultants (collectively, “eligible persons”). Under 0000000OoOO000ooDooooooooo
the Scheme, the directors of the Company are authorized, at their O000000o0o0ooooooooooooan
discretion, to grant share options to acquire ordinary shares of the 000oooOooOoOooOoooOoooOoooooo

Company to eligible persons on a fair and reasonable basis with
reference to the performance of the Company and contribution of
the individuals.

(a) The terms and conditions of the share options granted after (a) 00000000000 O300 24(c)
Capitalization issue (note 24(c)(ii)) are as follows: ()MOooDOoDoooooo
Number of Contractual Vesting
options life of options conditions
ooooo ooooooo oooo
Options granted to directors: gooooooooo
— On November 17, 2020 0020200 110170 4,414,000 10 years Note a
100 O0a
— On December 9, 2020 0020200 12090 10,870,000 10 years Note a
100 O0a
Options granted to employees: oooooooooo
— On November 17, 2020 0020200110170 12,927,600 10 years Note a
100 O0a
— On December 9, 2020 0020200 120 90 4,148,000 10 years Note a
100 O0a
— On December 9, 2020 0020200 120 90 5,716,400 10 years Note b
100 O00b
— On March 2, 2021 0020210 30 20 3,430,400 9.7 years Note a
9.70 O0a
Options granted to consultants: goooOoooooo
— On November 17, 2020 0020200110170 4,225,600 10 years Note a
100 O0a
45,732,000
(@) 20% upon completion of the Company’s IPO; 20% on the (@) 20%000000000000000
first anniversary from the date of grant; 20% on the second 0020%0000000000000
anniversary from the date of grant; 20% on the third anniversary 0020%0000000000000
from the date of grant; and 20% on the fourth anniversary from 00020% 000000000000
the date of grant. gooo0020% 0000000000
ooooono
(b) 20% upon completion of the Company’s IPO; 15% on the (b) 20%0 0 0000000000000
first anniversary from the date of grant; 15% on the second 0015%0000000000000
anniversary from the date of grant; 15% on the third anniversary 0015% 0000000000000
from the date of grant; 15% on the fourth anniversary from 00015%000000000000
the date of grant; 10% upon meeting certain market conditions 000D015% 00000000000

during the first and second year from the date of the Company’s oooofdlo%wOo0o0ooooooo
IPO; and 10% upon meeting certain market conditions during the 000000O0O00oo0oO0OO0O0o0oa
third and fourth year from the date of the Company’s IPO. O0000010%000000000
go00o00000O00000000
oooooo



23.EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(a) (Continued)

The contractual life of the above options is ten years.

For accounting purposes, service condition is not considered
in the grant date fair value measurement of the services
received. The completion of the Company’s IPO is considered
a non-market performance vesting condition which is taken
into consideration in estimating the number of options that are
expected to vest. Market conditions are reflected in the grant

date fair value.

(b) The number and weighted average exercise prices of share
options after Capitalization issue (note 24(c)(ii)) are as

follows:

Notes to the Financial Statements
Oo00o0.od

23.000000000000
Umgd

(a)io0o
goooooooogoiood

gooooo0oooooooooooo
000000000000 00000O
0000OO0OoOO00O0OO0OO0cOoO00O0OO00O
oOo0oOoOoOO00OO0OOoCcOoO0OO0OOO0boO
oOo0o0OoOoOO0O0OO0OOCcOoOO0OO0OO0OO0boO
ooo

(b)

00000000 DO 24(c) (i) O
00000DO0O0D0O0DOoO

2021 2020
20210 20200
Weighted Weighted
average average
exercise Number of exercise Number of
price options price options
goooooo oooon gooooog goooo
Outstanding at the beginning gooooo US$0.61
of the period 0.6100 42,301,600 - -
Exercised during the period oooo US$0.29
0.290 0 (6,791,428) - -
Granted during the period gooo US$1.14 US$0.61
1.1400 3,430,400 0.6100 42,301,600
Outstanding at the end goooono US$0.71 US$0.61
of the period 0.7100 38,940,572 0.6100 42,301,600
Exercisable at the end goooo US$0.82

of the period

0.8200

10,143,068 = _

The weighted average share price after capitalization issue
(note 24(c)(ii)) at the date of exercise for shares options
exercised during the year was US$1.01 (2020: not applicable).

The options outstanding at December 31, 2021 had an
exercise price of US$0.09 or US$1.14 (2020: US$0.09 or
US$1.14) and a weighted average remaining contractual life of

8.88 years (2020: 9.89).

O0O000MmMOO024()(i)DOo0oo
00000000000000000O
1.010 [0 20200000 O [

020210120310000000000
0000.090001.140 00 20200 O
ooo0001.140000000OOO
000 8.8811 20200 0 9.890 ]
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23.000000000000
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23.EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(c) Fair value of share options and
assumptions after Capitalization issue

(c) 00000000000
oooooo

000o0O0oOoOO00DOoocoO0oOooooOo
gOo0oo0OOoOoOO00oO0OOoocOoOoOoOooO
go0o0OO0OoO00OO0OOoCcOoOoOOOoOOboO
gooo0ooO0oOooocOoOoOooooo
goooooooooooooooooo

The fair value of services received in return for share options
granted is measured by reference to the fair value of share
options granted. The estimate of the fair value of the share
options granted is measured based on a binomial model. The
contractual life of the share option is used as an input into this
model. Expectations of early exercise are incorporated into the
binomial model.

November 17, December 9, March 2,

Grant date 2020 2020 2021
20200 20200 20210

gooo 110170 12090 3020
Fair value at measurement date ooooooooo US$0.91-US$0.92 US$0.38-US$0.48 US$0.46-US$0.54
0.910000.9200 0.380000.4800 0.460000.5400

Share price oooo US$1.00 US$1.01 US$1.14
1.0000 1.0100 1.1400

Exercise price ooo US$0.09 US$1.14 US$1.14
0.0000 1.1400 1.1400

Expected volatility gooo 43.93% 43.23% 43.21%
Option life goooo 10 years 10 years 9.7 years
100 100 9.70

Expected dividend yield goooo 0.00% 0.00% 0.00%

Risk-free interest rate goooo 0.86% 0.94% 1.43%




23.EQUITY SETTLED SHARE-BASED
TRANSACTIONS (CONTINUED)

(c) Fair value of share options and

assumptions after Capitalization issue

(Continued)

The expected volatility is based on the historic volatility
(calculated based on the weighted average remaining life
of the share options), adjusted for any expected changes
to future volatility based on publicly available information.
Expected dividends are based on historical dividends. Changes

Notes to the Financial Statements
OoO0o.o0d

23.000000000000
gmadg

(c) 00000000000
ooooomoo

gooooooooomooooooo
gobooooomoooooooonoo
000o00o0OO00O0OO0OO0cO000O0O00O
oOo0oOoOoOO00OO0OOoCcOoO0OO0OOO0boO
goooo0oO0OOOoO0OOoooOOoOOOOoOO

in the subjective input assumptions could materially affect the

fair value estimate.

(d)

Equity-settled share-based payment expenses recognized in
the consolidated statement of profit or loss are as follows:

(d) coooooooooooooooon
00000000000

2021 2020

20210 20200

RMB’'000 RMB’000

gooooo ooooo

Research and development expenses 0000 21,972 2,902
General and administrative expenses goooooo 81,532 11,390
Selling and distribution expenses goooooo 6,354 706
109,858 14,998

During the year, the expenses include equity-settled share-
based payment to consultants of RMB13,690,000 (2020:

RMB2,367,000).

oooooOoO00oO0OOoocOoO0oOooOoOboO
oooooooo0ooooodas,e0,000
202000000 2,367,0000 M
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24.CAPITAL AND RESERVES 24.00000

(a) Movement in components of the
equity

(a) 00000000

goo0oo0OO0O0OO00OO0OOoCcOoOOoOoOoOoO
goooooO0ooooocooOooooa
gooooooooooooooood
oooooooooo

The reconciliation between the opening and closing balances of
each component of the Group’s consolidated equity is set out
in the consolidated statement of changes in equity. Details of
the changes in the Company’s individual components of equity
between the beginning and the end of the reporting period are

set out below:

Company ooo
Share Share Other Capital Exchange Accumulated
capital premium reserve reserve reserve losses Total
0o oooao 0ooo 0ooao oooao 0ooo 0o
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
0o ooooa ooooo 0oooao ooooa ooooo 0oooao ooooa
Balance at January 1, 2020 0202001010000 —* 132,230 = = 6,159 (22,341) 116,048
Changes in equity for 2020: 20200000000
Loss for the year oooo - - - - - (685,263) (685,263)
Other comprehensive income ooooco - - - - 43,163 - 43,163
Deemed distribution to a ooooonooo
Shareholder - - (129,033) - - - (129,033)
Equity-settled share-based goooocoooo
payment expenses poooococo - - - 14,168 - - 14,168
Share Repurchase oooo 24(c)(i) —* (68,101) - - - - (68,101)
Balance at December 31, 2020 0202001203100
and January 1, 2021 202101010000 —* 64,129 (129,033) 14,168 49,322 (707,604) (709,018)
Changes in equity for 2021: 20210000000
Loss for the year oooo - - - - - (1,835,024) (1,835,024)
Other comprehensive income oooooco - - - - (58,220) - (58,220)
Equity-settled share-based ooooooooo
payment expenses ooooooo - - - 108,155 - - 108,155
Conversion of convertible oooooooooo
redeemable preferred shares oooooooo
upon IPO non 24(c)((iii) —* 3,649,949 - - - - 3,649,949
Shares issued upon IPO gpooooooooo
ooooo 24(c)(iv) —* 1,730,707 - - = - 1,730,707
Shares issuance expenses oooooo 24(c)(iv) - (79,012) - - - - (79,012)
Shares issued under share oooooooooo
option scheme oo —* 48,191 - (35,564) - - 12,627
Balance at December 31,2021  [020210120310000 —* 5,413,964 (129,033) 86,759 (8,898) (2,542,628) 2,820,164

* The balance represents amount less than RMB1,000.

*

0000000001,00000
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24.CAPITAL AND RESERVES 24.000000I00
(CONTINUED)
(b) Share capital (b) OO
Issued and fully paid oooooo
2021 2020
20210 20200
Number of Number of
shares Amount shares Amount
goood oo good oo
RMB’000 RMB’000
ooooo goooo
Ordinary shares, issued and goooooooo
fully paid
At the beginning of the year oo 377,480 400,000 —*

Share Repurchase (note 24(c)(i)) 0oomoo24(c)(io = (22,520) —*

Capitalization issue (note 24(c)(ii)) 0000mOoo24(c)(io 150,614,520 -

Conversion of convertible redeemable OO0O0000O0000000O0O
preferred shares to ordinary shares gooooooooooo

upon IPO (note 24(c)(iii)) 000 24(c)(iii))0 260,596,000 - -
Shares issued upon IPO goooooooooooo

(note 24(c)(iv)) 00 0024(c)(iv)0 123,567,500 - -
Shares issued under share option gooooooooooo

scheme 6,791,428 - -
At the end of the year oo 541,946,928 377,480 —*

Series A convertible redeemable A000O000OO00ODOOO
preferred shares

At the beginning of the year oo 334,280 344,828 334,280 344,828

Capitalization issue (note 24(c)(ii)) 0000mOoo24(c)(io 133,377,720 - - -

Conversion of convertible redeemable 00000000000000
preferred shares to ordinary shares gooooooooooo
upon IPO (note 24(d)) 00024(d)o (133,712,000) (344,828) - -

At the end of the year oo - - 334,280 344,828

Series B convertible redeemable BOOOODOOODOOOD
preferred shares

At the beginning of the year oo 317,210 998,005 - -

Issuance of Series B convertible 00BOOOOOOOOOOOD
redeemable preferred shares = 317,210 998,005

Capitalization issue (note 24(c)(ii)) 000D0mMOO024(c)(io 126,566,790 - -

Conversion of convertible redeemable 00000000000000O
preferred shares to ordinary shares gooooooooooo
upon IPO (note 24(d)) 00024(d)0 (126,884,000) (998,005) - -

At the end of the year 0o = = 317,210 998,005

* The balance represents amount less than RMB1,000. &3 g0o0ooooOoooi,ooo00O
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24.CAPITAL AND RESERVES
(CONTINUED)

(c) Issued ordinary shares

The holders of ordinary shares are entitled to receive dividends
as declared from time to time and are entitled to one vote per
share at meetings of the company. All ordinary shares rank
equally with regard to the Company’s residual assets.

0)

Q)

@iii)

On October 2, 2020, the Company repurchased
22,520 of its own shares (“Share Repurchase”) from
Lee’s Pharmaceutical International Limited, the then
immediate holding company, as a settlement of the
non-refundable up-front payment of US$10,000,000
(equivalents to RMB68,101,000) pursuant to the
licensing agreement as describe in note 5(iii). The
Company cancelled these shares on the same date.

On April 1, 2021, the Company’s shareholders resolved,
among other things that, subject to the completion
of IPO and fulfilment of certain other conditions, each
issued and unissued ordinary share with par value of
US$0.0001 of the Company will be subdivided into
400 shares with par value of US$0.00000025 such
that (i) the issued shares shall be US$38 divided into
150,992,000 shares with par value of US$0.00000025;
(ii) the issued Series A convertible redeemable preferred
shares shall be US$33 divided into 133,712,000 shares
with par value of US$0.00000025; and (iii) the issued
Series B convertible redeemable preferred shares shall
be US$32 divided into 126,884,000 shares with par
value of US$0.00000025 (“Capitalization issue”).

Upon completion of the IPO, each issued Series
A preferred shares and Series B preferred shares
(collectively, the “Preferred Shares”) was converted
into an ordinary share by re-designation and
reclassification of every Preferred Shares in issue
as ordinary share on a one for one basis and all the
unissued and authorized Preferred Shares were re-
designated and reclassified as ordinary shares. As
a result, the Preferred Shares were derecognized
and recorded as share capital and share premium
respectively.
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(c) ooOoooo

OoOo000OO0OO00O0OO0OC0cO0O0O0O0C0O
goooooO0ooooocooooooo
ogooooooooooooooooo
gooooooo

®

(i)

iii)

020200 100200000
O Lee’s Pharmaceutical
International Limited O O O O
0000ooooo2252000
00000000 0ODoOooOoao
5(i000000ooO0OooooO
00 10,000,0000 OO0 OO
0e68,101,0000 M O0O0OOO
goooooo

020210401000000
O0NO0O00O0OoO0ooO
0000000000000
DO0O0O0OO00O00.000100
D0O0O0O0O0O0O0O0OO0O00
4000 O O 0.00000025 0 O
OO0O0O0O0G) 3800000
0000 150,992,000 0 O
0.000000250 0 0 00O (i) 33
O0D0O0O0D0DADOOOOOOO
00000 133,712,0000 O O
0.000000250 0 0 0 O O O (i)
32000000BO00D0O00O0
000000 126,884,0000 0 0
0.000000250 0 000000
00O
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24.00000000

(c) Issued ordinary shares (Continued)

(iv) Upon completion of the IPO, the Company issued
123,567,500 new shares with par value of
US$0.00000025 for a cash consideration of HK$16.80
each, and raised gross proceeds of approximately
HK$2,075,934,000 (equivalent to RMB1,730,707,000).
The respective share capital amount was HK$239
(equivalent to RMB200) and share premium arising
from the issuance, net of the share issuance costs,
was approximately HK$1,981,206,000 (equivalent
to RMB1,651,695,000). The share issuance costs
paid and payable mainly include share underwriting
commissions, lawyers’ fees, reporting accountant’s fee
and other related costs, which are incremental costs
directly attributable to the issuance of the new shares.
These costs amounting to HK$94,728,000 (equivalent
to RMB79,012,000) were treated as a deduction against
the share premium arising from the issuance.

(d) Issued preferred shares

On May 23, 2019, the Company entered into the Series
A preferred share subscription agreement (“Series A
Agreement”) with four investors (“Series A Preferred
Shareholders”) pursuant to which these investors agreed to
purchase an aggregate number of 334,280 Series A preferred
shares (“Series A Preferred Shares”) at US$149.58 per
share and at total consideration of US$50,000,000 (equivalent
to RMB344,828,000). Series A Preferred Shareholders fully
paid the amounts and had their shares registered on June 13,
2019 and June 20, 2019.

On October 9, 2020, the Company entered into Series
B preferred share subscription agreement (“Series B
Agreement”) with a group of investors (“Series B Preferred
Shareholders”) pursuant to which these investors agreed
to subscribe a total of 317,210 Series B preferred shares
(“Series B Preferred Shares”) at US$457.11 per share for
an aggregate consideration of US$145,000,000 (equivalent
to RMB998,005,000). Series B Preferred Shareholders had
their shares registered on October 23, 2020 and fully paid the
amounts on November 17, 2020.

(c) 00O000mon

(vy 00D0D0O0ODODO0OO0OO0O0O0O
DO0O0D0D016.8000 000
000 O 123,567,500 0 O
0 0.00000025 0 O O O O
0000000000000
2,075,934,0000 [0 00 00O
0 1,730,707,0000 [0 0 0 O O
00023900 000000200
0000000000000
1,981,206,0000 (0 0O 00O
01,651,695,0000 000000
0000DMOO000O000000
O00000O00O0O0O0O0O0OCO
O00O0DD00O00O0O0O0O0O0OCO
MO0O0000000O000000
0MO000094,728,0000 O
0DO0O00O0O00 79,012,0000 (O
000000000000O0O00O
oo

(d)oooooo

02019050230 000000000
OOAOOOOOOOOOOAOOOO
00000 AOCO0OOOODOOOOO
000000000149.5800000
0334,2800 A0 000 OO AOOOO
000 00 0050,000,0000 M 000
000 344,828,0000 MmAOOOOO
00002019060 130 0 20190 60
200000000000000

02020010090 000000000
doBOOOOO0OO0OOODOOBOOOO
00000 BOOOOOIDOOCOO
000000000457.2100000
0317,2100BO0 00000 BOOOO
000 0000 145,000,0000 M1 OO0
0000998,005,0000 M BOOOO
OO00002020010023000000
O00202001101700000000
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24.CAPITAL AND RESERVES
(CONTINUED)

(d) Issued preferred shares (Continued)

The key terms of the Series A Preferred Shares and Series B
Preferred Shares (collectively, the “Preferred Shares”) are set
out as below:

(i)

(i)

Dividend rights

The Preferred Shares investors rank senior to any
holders of ordinary shares, including the right to receive
all dividends and distributions which may thereafter be
declared, made or paid from time to time.

Liquidation rights

On a return of capital pursuant to certain events
including the following events: (i) any consolidation,
reorganization, amalgamation, scheme of arrangement
or merger of the Company in which the shareholders
of the Company own less than fifty percent of the
voting power of the Company immediately after such
consolidation, reorganization, amalgamation, scheme of
arrangement or merger of the Company; or (ii) a sale,
transfer, lease or other disposition of all or substantially
all of the Group’s assets; or (iii) exclusive licensing of all
or substantially all of the Group’s intellectual property
to a third party (“Deemed Liquidation Events”),
the original purchase price of the Preferred Shares, all
dividends declared but not yet paid and the remaining
proceeds resulting from the Deemed Liquidation Event
calculated on an as-converted-to-ordinary shares basis
shall be distributed to the Preferred Shareholders.

Conversion feature

Upon the closing of a qualified IPO as defined in the
Series A Agreement and Series B Agreement, or as
elected by the Preferred Shareholders at any time, the
Preferred Shares are convertible into ordinary shares
of the Company at a conversion rate of 1 Preferred
Share to 1 ordinary share, and shall be subject to
adjustment and readjustment (including but not limited
to adjustments upon share splits, share combinations
and issue of new securities for consideration per share
less than the issue price of the Preferred Shares) from
time to time.
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24.CAPITAL AND RESERVES
(CONTINUED)

24.00000000

(d) Issued preferred shares (Continued) (d)00Oo0ooron

(iv) Redemption rights (iv) 0000

Upon occurrence of the following events, the Series A
Preferred Shares shall be redeemable at the option of
the Series A Preferred Shareholders: (i) any material
breach or violation of, or inaccuracy or misrepresentation
in any representation or warranty made by any entity
within the Group or the existing shareholders of the
Group in the Series A Agreement; or (ii) the Company
has not consummated an IPO on or prior to the fourth
anniversary from the issue date of the Series A Preferred
Shares. The redemption amount is equal to the original
purchase price of the Series A Preferred Shares plus per
annum interest of 13% calculated on a compound basis.

Upon occurrence of the following events, the Series B
Preferred Shares shall be redeemable at the option of
the Series B Preferred Shareholders: (i) any material
breach or violation of, or inaccuracy or misrepresentation
in any representation or warranty made by any entity
within the Group or the existing shareholders of the
Group in the Series B Agreement; or (ii) the Company
has not consummated an IPO on or prior to the third
anniversary from the issue date of the Series B Preferred
Shares. The redemption amount is equal to the original
purchase price of the Series B Preferred Shares plus per
annum interest of 13% calculated on a compound basis.
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24.CAPITAL AND RESERVES 24.0 0000000

(CONTINUED)

(d) Issued preferred shares (Continued) (d)Joooomoo

Presentation and classification

The redemption obligations of the Preferred Shares give rise
to financial liabilities, which were accounted in accordance
with the accounting policy set out in note 2(m). Preferred
Shares were presented as a separate line item “convertible
redeemable preferred shares” in the consolidated statement of
financial position.

All Preferred Shares were automatically converted into
260,596,000 ordinary shares upon the successful IPO of the
Company on April 29, 2021 (the “Conversion Date”).

As of Conversion Date, the par value per Preferred Shares
is US$0.00000025 and the difference between the fair value
of Preferred Shares and the par value is accounted for under
share premium.

The movements of Preferred Shares are as follows:

Present value of

goooo

gOo0oOoOO00OO0OOCcOoOO0O0OO0OO00oO
Oz2m)000O00O0O0O0OO0COOOO
o00o00O0O0moooOoO0oooooon
ooooo

020210402900 000000 00O
goo0o0oOoO0oO0oOoOoocOoOoOooOooa
0000260,596,0000 0000

ooO0oooOobOOooOoOooOooOOoaon

0.000000250 0 0000000O00OO
goooO0oO0OOoOoOoooooOoooo

ooooooooo

redemption Conversion
amount features Total
gooooo goog oo
RMB’000 RMB’'000 RMB’000
goooo goooo goooo
At January 1, 2021 02021010 10 1,333,347 562,669 1,896,016
Changes in the carrying amount of goooooocoooo
preferred shares liability (note 7(a)): 0oo7(a)m
— Changes in present value of ooooooooo
redemption amount 58,208 58,208
— Changes in fair value of conversion gooooooooo
features = 1,705,291 1,705,291
Exchange differences gooo (8,232) (1,333) (9,565)
Conversion of convertible redeemable 0o0oO0o0ooooooooo
preferred shares to ordinary shares oooooooooooo
upon IPO (1,383,323) (2,266,627) (3,649,950)
At December 31, 2021 020210120 310 - - -
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24.CAPITAL AND RESERVES 24.0 00000000
(CONTINUED)
(d) Issued preferred shares (Continued) (d)00o00oooo
Presentation and classification (Continued) oooomoo

Present value of

redemption Conversion
amount features Total
gooooo oooo oo
RMB’000 RMB’000 RMB’000
goooo goooo goooo
At January 1, 2020 020200 10 10 369,685 - 369,685
Issue of Series B Preferred Shares oosoOO0OO 998,005 - 998,005
Changes in the carrying amount of 0oooooooooo
preferred shares liability (note 7(a)): 0oo07(@m
— Changes in present value of goooooooo
redemption amount 74,329 - 74,329
— Changes in fair value of conversion gooooooooo
features - 595,649 595,649
Transaction cost attributable to issue of 00BOOOOO0OOOOOO
Series B Preferred Shares (27,892) - (27,892)
Exchange differences oooo (80,780) (32,980) (113,760)
At December 31, 2020 020200 120 310 1,333,347 562,669 1,896,016
Because of the interrelation between the conversion feature 0oOoo0ooOoO00oOooocOoOoOooooOo
and the contingent redemption and liquidation features of oooooooooooooooooa
the Preferred Shares, the fair value of the conversion feature Ooooo0oO0oOoOoOooooooooa
is not directly and separately measurable on the basis of goooooO0ooooocooooooo
its terms and conditions. Thus, it is measured indirectly by ooooomoooooooooon
deducting the present value of the redemption amount (the gMoboooobooooooooooo
value of non-derivative debt component) from the fair value 000o00o0oOO00DOoocOoO0OooooOo
of the Preferred Shares (as a whole). In case the deduction oooooooOoooOooOomoonon
results in a negative amount (i.e. the fair value of the entire ooooooom

Preferred Shares is lower than the present value of the
redemption amount), the latter amount is not reduced by the
value of the conversion feature (nor is the conversion feature
separately recognized).
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24.CAPITAL AND RESERVES
(CONTINUED)

(e) Dividends

The directors do not recommend the payment of any dividend
for the year ended December 31, 2021 (2020: Nil).

(f) Nature and purpose of reserves

(i)

(i)

(iv)

Share premium

The share premium represents the difference between
the par value of the ordinary shares of the Company and
proceeds received from the issue of the ordinary shares
of the Company. Under the Cayman Companies Act, the
share premium account of the Company is distributable
to the ordinary shareholders of the Company provided
that immediately following the date on which the
dividend is proposed to be distributed, the Company
would be in a position to pay off its debts as they fall
due in the ordinary course of the business.

Other reserves

Other reserves represent (i) the waiver of the amount
from a shareholder arising from the issue of the
Company’s ordinary shares to a shareholder as deemed
distribution to a shareholder; and (ii) the waiver of the
amounts due to fellow subsidiaries arising from research
and development activities as capital contribution to
the Group, pursuant to instructions from the then
ultimate holding company in July 2020 and August 2020
respectively.

Capital reserve

The capital reserve comprises the portion of the grant
date fair value of unexercised share options granted to
employees, directors and consultants of the Company
that has been recognized in accordance with the
accounting policy adopted for share-based payments in
note 2(0)(ii).

Merger reserve

Merger reserve represents the difference between the
fair value of the consideration paid for the acquisition
of Zhaoke Guangzhou from Zhaoke PHK and the
investment cost as originally contributed by Zhaoke
PHK.
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24.CAPITAL AND RESERVES
(CONTINUED)

(f) Nature and purpose of reserves

Notes to the Financial Statements
OO0 0d.0d

24.00000000

(F) OOO0000000

(Continued)

(v) Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of operations with functional currency other
than RMB. The reserve is dealt with in accordance with
the accounting policies set out in note 2(s).

(g) Capital management

The Group’s primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern,
so that it can continue to provide returns for shareholders and
benefits for other stakeholders.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholders return, taking into consideration the future of
the Group and capital efficiency, prevailing and projected
profitability, projected operating cash flows and projected
capital expenditures.

The Group manages its capital structure and makes
adjustments to it, in light of changes in economic conditions.
To maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital
to shareholders, issue new shares, new debt financing or the
redemption of existing debt. The Group made no changes to
its capital management objectives, policies or processes during
the current and prior years.

Neither the Company nor any of its subsidiaries are subject to
externally imposed capital requirements.

(v) 000OCO
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000D000000000O0O00O
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25.FINANCIAL RISK MANAGEMENT
AND FAIR VALUES OF FINANCIAL
INSTRUMENTS

Exposure to credit, liquidity, interest rate and currency risks arises in
the normal course of the Group’s business. The Group’s exposure to
these risks and the financial risk management policies and practices
used by the Group to manage these risks are described below:

(a) Credit risk

Credit risk refers to the risk that a counterparty will default on
its contractual obligations resulting in a financial loss to the
Group. The Group’s credit risk is primarily attributable to other
receivables. The Group’s exposure to credit risk arising from
cash and bank balances is limited because the counterparties
are reputable banks, for which the Group considered to have
insignificant credit risk.

The Group does not provide any guarantees which would
expose the Group to credit risk.

The Group has assessed that during the year, other
receivables has not had a significant increase in credit risk
since initial recognition. Thus, a 12-month expected credit
loss approach that results from possible default event within
12 months of the end of the reporting period is adopted
by the Group. The Group assesses the credit quality of the
counterparties by taking into account their financial position,
the past loss experience, existing market conditions as well as
forward — “forward-looking” looking information at the end of
the reporting period. Further quantitative disclosure in respect
of the Group’s exposure to credit risk arising from other
receivables is set out in note 15.

(b) Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the short-term
investment of cash surpluses and the raising of loans to
cover expected cash demands, subject to approval by the
Company’s shareholders when the borrowings exceed certain
predetermined levels of authority. The Group’s policy is to
regularly monitor its liquidity requirements to ensure that it
maintains sufficient reserves of cash and adequate committed
lines of funding from major financial institutions to meet its
liquidity requirements in the short and longer term.
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25.FINANCIAL RISK MANAGEMENT
AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (CONTINUED)

(b) Liquidity risk (Continued)

The following tables show the remaining contractual maturities
at the end of the reporting period of the Group’s non-
derivative financial liabilities, which are based on contractual
undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on rates
current at the end of each reporting period) and the earliest
date the Group can be required to pay:

Within ~ More than
lyear 1yearbut
oron less than

demand
gooooo

ooao ooooo
RMB’000 RMB’000
ooooo ooooo

As at December 31, 2021 020210120310
Other payables and accruals 0o0ooopoooooo
Amounts due to related companies oooooooo

Bank loans oooo

Lease liabilities 0000

* Notes to the Financial Statements

ougaod

25.00000000000
gomgd

(b)0COOOmoo

0000OO0OoOO00O0OO0OO0cOoO00O0OO00O
oOo0oOoOoOO00OO0OOoCcOoO0OO0OOO0boO
00Mmo0ooO0CcO0oOoOoo0ooOoOooo
ooooooO00oO0ooOoocOoO0oOoooOooO
gooooooomooooooooo
gooooooo

Contractual undiscounted cash outflow

More than
2 years but

goooooooo
less than  More than Carrying
5 years 5 years Total amount
oooo
ooooo oooo 0o oooo

RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo goooo goooo

59,153 59,153
13,684 13,684

10,289 10,289
30,741 26,743

113,867 109,869

As at December 31, 2020 020200 120 310

Other payables and accruals goooooooooo 38,731 - - 38,731 38,731

Amount due to a related company 0ooooooooo 186 - - 186 186

Bank loan 0ooo 10,000 - - 10,000 10,000

Lease liabilities gooo 4,858 13,055 10,151 32,723 21,527
53,775 13,055 10,151 81,640 76,444

(c) Interest rate risk

The Group’s interest-bearing financial liabilities at variable
rate as at December 31, 2021 and 2020 is one of the bank
loans, and the cash flow interest risk arising from the change
of market interest rate on the balance of relatively short
maturity is not considered significant. The Group’s interest-
bearing financial liabilities at fixed interest rates at the end of
the reporting period are another bank loan and lease liabilities
that are measured at amortized cost, and the change of
market interest rate does not expose the Group to interest
rate risk. Overall, the Group’s exposure to interest rate risk is
not significant.

(c) 0000

000020210 020200 120 310 0
0oOo00O0OO0OO00OO0OO0OCcOO0OO0O0OO0OO
ooo0oo0oOoO00OOOoocOoO0oOoOO0boO
ooooooO0ooooocooooooo
oooooooooooooooooo
000000000000 00000O
00o0ooOoOO00DOoOocOoO0O0OO0Oo00O
0oOo0ooOoO0O0oOooOoCcOoO0OO0oOOooO
goooo0oOooOooocoooo
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25.FINANCIAL RISK MANAGEMENT 25. 00000000000
AND FAIR VALUES OF FINANCIAL oomoog
INSTRUMENTS (CONTINUED)

(d) Currency risk (d)oooo

The Group is exposed to currency risk primarily through ooooooooooooooooon

different functional currency in different subsidiaries which oO00DoooO0ooooooooooog

give rise to cash and bank balances and intercompany 000000000 O0OO0oOOoDoOooOo

balances that are denominated in a currency other than the J000D0D0D0o0oo0ooooooooo

functional currency of the operations to which the transactions gooDooooooooooooo

relate. The currencies giving rise to this risk are primarily RMB

and USS$.

(i) Exposure to currency risk (i) oooooo
The following table details the Group’s exposure at the oooooooOoooooooog
end of the reporting period to currency risk arising from J0000Dmooooooooo
recognized assets or liabilities denominated in a currency Jo00ooooooomooo
other than the functional currency of the entity to which Joo0o0DooopoDooooooo
they relate. For presentation purposes, the amounts goooooopoooooooo
of the exposure are shown in Renminbi, translated o000o0o0o0o0oooooooo
using the spot rate at the year end date. Differences o0oooooOoooooooog
resulting from the translation of the financial statements oooooooooooo

of foreign operations into the Group’s presentation
currency is excluded.

Exposure to foreign currencies

oooo
2021 2020
20210 20200
uss EUR uss EUR
oo oo oo oo
RMB’000 RMB’000 RMB’000 RMB’000
ooooo ooooo ooooo ooooao
Cash and cash equivalents gooooooo 12,692 643 6,078 —
Other payables and accruals 00000000000 - (23,052) - (10,567)

Net exposures arising from 00000000000
recognized assets and oooo
liabilities (22,409) 6,078 (10,567)




25.FINANCIAL RISK MANAGEMENT
AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (CONTINUED)

(d) Currency risk (Continued)

(ii) Sensitivity analysis

The following table indicates the instantaneous change
in the Group’s loss after tax (and accumulated losses)
and other components of consolidated equity that would
arise if foreign exchange rates to which the Group has
significant exposure at the end of the reporting period
had changed at that date, assuming all other risk
variables remained constant.

2021
20210

Increase/
(decrease)
in foreign
exchanges
rates
oooo
oomooo

Us$ oo 5%
(5%)
EUR oo 5%

(5%)

Results of the analysis as presented in the above table
represent an aggregation of the instantaneous effects
on each of the group entities’ loss after tax and equity
measured in the respective functional currencies,
translated into RMB at the exchange rate ruling at the
end of each reporting period for presentation purposes.

The sensitivity analysis assumes that the change in
foreign exchange rates had been applied to re-measure
those financial instruments which expose the Group to
foreign currency risk at the end of each reporting period.
The analysis is performed on the same basis for 2020.

Notes to the Financial Statements

Hodonod

25.00000000000

gomgd

(d)0oomoo

(ii) 0ooOoO

o00oo0o00OO0OoO0O0ooOoo
oO0ooo0o0oO0OoOooOoOoooO
oooooOoO0oOOooOoOoooO
0ooooooooooooao
gooooomoooooooo
ooooooooooo

2020
20200
Increase/
(decrease)
(Decrease)/ in foreign (Decrease)/
increase on exchanges increase on
loss after tax rates  loss after tax
goooo oooag ooooo
ooomon 00@Mooo0 DLO0O0mog
RMB’000 RMB’000
ooooo ooooo
(476) 5% (228)
476 (5%) 228
936 5% 441
(936) (5%) (441)

ooooooO0oO0ooOooOoOooonO
ooooooooooooooo
oooooo0oOooooOoooo
o00oo0o0O0OO0OoO0O0ooOoo
oooooooo

ooooooooooooooo
goobooooooboooooo
oooboooooooooooo
gooO0ooo0zo200000000
oo

Annual Report 2021 [0 [

201



* * Notes to the Financial Statements- - - - = = = oo
. DOO00O0 . .. e e e

25.FINANCIAL RISK MANAGEMENT 25.0 0000000000

AND FAIR VALUES OF FINANCIAL gomog

INSTRUMENTS (CONTINUED)

(e) Fair value measurements (e) D0O0O0O
Fair value hierarchy ooooo

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorized into the three-
level fair value hierarchy as defined in HKFRS 13, Fair value
measurement. The level into which a fair value measurement
is classified is determined with reference to the observability
and significance of the inputs used in the valuation technique as
follows:

- Level 1 valuations: Fair value measured using only Level
1 inputs i.e. unadjusted quoted prices in active markets
for identical assets or liabilities at the measurement date

. Level 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level
1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data
are not available

. Level 3 valuations: Fair value measured using significant
unobservable inputs

The Group has a team headed by the finance manager
performing valuations for the financial instruments, including
the conversion feature of convertible redeemable preferred
shares which are categorized into Level 3 of the fair value
hierarchy. The finance department of the Group works closely
with qualified external valuers to establish the appropriate
valuation techniques and inputs to the model. A valuation
report with analysis of changes in fair value measurement
is prepared by the team at each reporting period, and is
reviewed and approved by the management.

000000000000 00000O
0000OO0O0O00O0OO0OO0cO0oO00O0O00O
000013 oo0ooomoooon
oOo0oo0OoOoOO0O0OO0OOCcOoOO0OO0OOO0boO
ooo0oo0oooO00oO0OoOoocOoO0oO0ooOoOooO
goooooooooooo

- oooooOoOO0OOOocOoOooOoO
gooooO0oooOoocoooooo
oooooOoooomooooo

- 000000000000 0ao
goooO0O0OOoOoOOoocooOoOOoOoO
oooMmooooooooooo
ooooooOoOooOooOoOooooO
ooooooOooooooooo
oo

- ooooooOoOoOooOoOoooO
oooOooooo

goooooO0oooooooooooo
gooooomooooooooooo
0ooo0o0O0000oooO0OO0O00OmO
0000OO0O0O00O0OO0OO0cO0oO00O0O00O
gOo0oOoOO00OO0OOCcOoOO0O0OO0OO00oO
OoOo000OO0OO00O0OO0OC0cO0O0O0O0C0O
goooooO0ooooocooooooo
oooooood




25.FINANCIAL RISK MANAGEMENT

AND FAIR VALUES OF FINANCIAL

INSTRUMENTS (CONTINUED)

(e) Fair value measurements (Continued)

Notes to the Financial Statements
OO0 0d.0d

25.00000000000
gomgd

(e) 0000mMO0

Fair value hierarchy (Continued)

oboobomoo

Fair value as at

ooooooooo

Fair value
December 31, hierarchy
1201310 goood
Financial liabilities: ooooo 2021 2020
20210 20200
RMB’'000 RMB’000
goood goooad
Conversion features oood = 562,669 Level 3
ooo

During the year, there were no transfers between Level 1 and
Level 2, or transfers into or out of Level 3. The Group’s policy is
to recognize transfers between levels of fair value hierarchy as
at the end of the reporting period in which they occur.

Information about Level 3 fair value
measurements

Valuation techniques

oooo

goooooOoooooooooooo
go0obooooOooOooooooooo
o0oo0oo0ooO0ooOooOooooooo
gooooo

gobooboboobboon

Significant
unobservable inputs Range
gooooooooo oo

Discounted cash flow
goooooad

Conversion features
oooo

All Preferred Shares were automatically converted into
260,596,000 ordinary shares upon the successful IPO of the
Company on April 29, 2021.

At December 31, 2020, the fair value of conversion features
was determined using the discounted cash flow model and
the significant unobservable input used in the fair value
measurement were expected revenue and pre-tax discount
rate. The fair value measurement was positively correlated
to the expected revenue. As at December 31, 2020, it is
estimated that with all other variables held constant, an
increase/decrease in the expected revenue by 5% would
have increased/decreased the Group’s loss after tax by
RMB94,018,000/RMB82,546,000.

Expected revenue
googo
Pre-tax discount rate

5%

1%

ooooo

02021040200 000000000
goooOoO0oooOoOO0OO0OOoOoO0OO0O0n
260,596,0000 0000

0202001203100 00000000
000000000000 00O000O
000o0OO0O0OO000OOOcOoOO0O0O0OO0C0O
gOoooOoOoOO0O0OO0OOoOocOoO0OoOoOOboO
Oo0o000202001203100000
goooooO0oOooooooooonboa
ooo0O0s%»ibooooooooooon
0O0O000094,018,000000000
082,546,0000 O
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25.FINANCIAL RISK MANAGEMENT 25.0 0000000000

AND FAIR VALUES OF FINANCIAL
INSTRUMENTS (CONTINUED)

(e) Fair value measurements (Continued)

Information about Level 3 fair value
measurements (Continued)

The fair value measurement is negatively correlated to pre-tax
discount rate. As at December 31, 2020, it is estimated that
with all other variables held constant, an increase/decrease in
pre-tax discount rate by 1% would have decreased/increased
the Group’s loss by RMB155,149,000/RMB273,181,000.

26.MAJOR NON-CASH TRANSACTIONS

During the years ended December 31, 2021, the Group acquired
property, plant and equipment of RMB66,285,000 (2020:
RMB25,490,000). As at December 31, 2020, the Group had payables
for purchase of property, plant and equipment of RMB28,394,000
(2020: RMB12,684,000), which were included in other payables and
accruals.

In July 2020, the amount due from a shareholder of
RMB129,033,000 was waived by the Company as deemed
distribution to a shareholder with no cash flow impact.

In August 2020, the amounts due to fellow subsidiaries of
RMB133,391,000 were waived by its fellow subsidiaries as capital
contribution to the Group with no cash flow impact.

During the year ended December 31, 2020, the Group received the
non-refundable up-front payment of US$10,000,000 (equivalents to
RMB68,101,000) by way of Share Repurchase (note 24(c)(i)) with
no cash flow impact.

204 Zhaoke Ophthalmology Limited 00000000

gomgd

(e) 0000MO0

oboobooboooooobomon

oboooO0ooO0ooOooOoooooao
20200 120 31000000000
goo0o0o0ooOoO0O0ooooo0Ono
001%000000000000
0 0 0 155,149,0000 0 0 0 O OO
273,181,0000 0

26.0 000000

0020210120310 0000000000
ooooooooonee,285,00000 2020
00000 25,490,0000 00 O 20200 120
310 0000000000000000C0O
0000028,394,00000 20200 0 00O 0O
12,684,0000 M O000OOOOOOOOOOO
oo

020200 7000000000000000O
0129,033,0000 0000000000000
oooooOoooooo

gzoz0080000000000000O0OCO
goooooass,391,000000000000O
gooooooooooooo

0020200120310 000000000
DO0O0O0DO0D024c)()0000000000
10,000,0000 00 O O O O O O 68,101,000
OMOOO0O0O0O0O
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27.COMMITMENT

Commitments outstanding at December 31, 2021 not provided for in
the financial statements were as follows:

. . . . QOOg0.0O0g

27.00

000000202101203100000000
oooooo

As at December 31,
0120310

2021 2020
20210 20200
RMB’000 RMB’000
ooooo goooo

Contracted for research and development ooooooo
expenses

Contracted for acquisition of machinery and gOooooooooo
equipment

Contracted for purchase of materials goooooo

117,019 130,098

72,846 18,134
4,831 6,178

194,696 154,410

28.MATERIAL RELATED PARTY
TRANSACTIONS

(a) Key management personnel
remuneration

Remuneration for key management personnel of the Group,
including amounts paid to the Company’s directors as
disclosed in note 9 and certain of the highest paid employees as
disclosed in note 10, is as follows:

28.0000000O

(a) 0oooooooo

goooO0oO0OO0OO0OO0O0OomoOooOooooo
old0O0O000O0O00O010000000
ooooooomoo

2021 2020
20210 20200
RMB’000 RMB’000
ooooo ooooo

Salaries and other emoluments goooooo
Discretionary bonuses oooo
Share-based payments goooooooo
Retirement scheme contributions gooooo

19,775 4,819
5,727 1,093
74,950 3,922
726 49

101,178 9,883

Total remuneration is included in “staff costs” (see note 7(b)).

000o00mOoooOooooo7d)dm
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28.MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

(b) Financing arrangements

(c)

28.000000000O0O

(b)oooo

Amounts owed by
the Group to a related party
goboobooooobo
As at December 31,
0120310

2021
20210

RMB’000
ooooo

Lease liabilities due to Zhaoke
Pharmaceutical (Guangzhou)
Limited

Note:

oodoooDmooma
ooooooo

The outstanding balances arising from the leasing arrangements

with Zhaoke Pharmaceutical (Guangzhou) Limited are included
in “Lease liabilities” (note 21). Further details of the lease

arrangements are set out in note 12(b)(i).

On March 1, 2022, Zhaoke Guangzhou has entered into
renewed leasing arrangements in relation to the leased
premises with Zhaoke Pharmaceutical (Guangzhou) Limited.
The terms of the arrangements shall commence on March 1,

2022 and will expire on January 31, 2025.

Other significant related party

transactions

The Group had following transactions with related parties:

Related interest expense
oooooo
Year ended December 31,
00120310000

2020 2021 2020
20200 20210 20200
RMB’000 RMB’000 RMB’000
ooooo ooooo ooooo

27,393

000 0000MOOMO0000000
00000000000 MOO0000
000210 000000000000
00000012(k)3@)0

0202203010 0000000000
00000 0ocO0O000O00O0O000O0

00000000002022030100
0002025010310000

(c) 0oooooooo

goooO0oO0OOoooocoooo

Year ended December 31,
00120310000

Purchase of materials
Guangzhou Zhaoke Lian Fa Pharmaceutical
Limited (note (i))

Procurement of CRO services
Zhaoke Pharmaceutical (Hefei) Co. Limited

(note (ii))

oooo
000000000000
0oo@o

00 CROOD
OO00MODmMOoo
000 ()0

2021 2020
20210 20200
RMB’000 RMB’000
goooo goooo
61

13,383
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28.MATERIAL RELATED PARTY 28.000000M00OO
TRANSACTIONS (CONTINUED)
(c) Other significant related party (c) OOOOOOO0ooo
transactions (Continued)
Notes: ooo
(i) This represents purchase of goods from a related company in (i) 00000D0o0Oo0oOooOooOoooog

respect of materials for research and development.

(i) This represents service fee paid to a contract research (i) 0O00O000DOocROWOOOOOOmMO
organization (“CRO”), a related company, in relation to research ooooo
and development.

All the above transactions have been entered into in the 00000000000 OooooOooO
ordinary and usual course of business of the Group and either 00000000000 O0OO0O0O0O0OO
on normal commercial terms or on terms no less favourable gooooooo

than those available to or from independent third parties.

(d) Applicability of the Listing Rules (d)oooooooooon
relating to connected transactions
The related party transactions in respect of procurement of gOcrROODODOOOOOOODOOODOO
CRO services constitute connected transactions or continuing OO00AOODODOODOOOOOOOO
connected transactions as defined in Chapter 14A of the Listing 0000000000A0O0O0O0OOO
Rules. The disclosures required by Chapter 14A of the Listing 0000000 moooooomon

Rules are provided in section headed “Continuing Connected
Transactions” of the Report of the Directors.
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29.COMPANY-LEVEL STATEMENT OF
FINANCIAL POSITION

29.0000000000

December 31

0120310
2021 2020
20210 20200
Notes RMB’'000 RMB’000
oo goooo goooo
Non-current assets goooo
Investment in a subsidiary goooooooog 14 85,383 10,299
Current assets oooo
Other receivables and prepayments goooOoOoOooooo 980 4,611
Amount due from a subsidiary gooooooood 1,146,754 641,734
Time deposits with original maturity Jjooooooooooooo
over three months 8,157 481,163
Cash and cash equivalents gooooood 1,584,141 56,267
2,740,032 1,183,775
Current liabilities gooo
Other payables and accruals goooooooooo 5,251 7,076
5,251 7,076
Net current assets gooopooo 2,734,781 1,176,699
Total assets less current liabilities 000000000 2,820,164 1,186,998
Non-current liabilities goooo
Convertible redeemable preferred goooooooo 24(d)
shares = 1,896,016
Net assets/(liabilities) jooompooooo 2,820,164 (709,018)
Capital and reserves ooooo 24
Share capital oo 24(b) =% —*
Reserves oo 2,820,164 (709,018)
Total equity/(deficit) gomoomo 2,820,164 (709,018)
* The balance represents amount less than RMB1,000. o oooo0O0oOoooai,ooo00

Approved and authorised for issue by the board of directors on

March 23, 2022.

I

0202203023000000000000

Dr. Li Xiaoyi Mr. Dai Xiangrong
goooo gpoooo
Director Director
oo oo
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30.POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED
DECEMBER 31, 2021

Up to the date of issue of these financial statements, the HKICPA
has issued a number of amendments and a new standard, which
are not yet effective for the year ended December 31, 2021 and
which have not been adopted in these financial statements. These
developments include the followings which may be relevant to the
Group:

ougaod

30.0 0020210120310 0
goboobboodooad
goboobooboooooad
goooo

goooooooo0oOoooooOoooooon
oo0d0202101203100000000000
0o0000ooo0o0O0oOoooooOoOoooon
ooo000OO0O0oOoOO0OO0O0O0OoocoOoO0O0

Effective for
accounting periods
beginning on or
after
gooooooo
goooooooao

Amendments to HKFRS 3, Reference to the Conceptual Framework

1 January 2022

gobooooooos3pooooooooon 202201010
Amendments to HKAS 16, Property, Plant and Equipment: Proceeds before Intended Use 1 January 2022
gooooobowe0oonboooooooooooooooooonon 202201010
Amendments to HKAS 37, Onerous Contracts — Cost of Fulfilling a Contract 1 January 2022
ooooooo370ooooooooooonooon 202201010
Annual Improvements to HKFRSs 2018—-2020 Cycle 1 January 2022
gbooooogzoisgozozodoonooonod 202201010
HKFRS 17, Insurance contracts 1 January 2023
gooooooooivooooo 20230 10 10
Amendments to HKAS 1 and HKFRS Practice Statement 2, Disclosure of accounting policies 1 January 2023
joo00ooooDiooooooooooooooo200000000000 202301010
Amendments to HKAS 8, Definition of accounting estimates 1 January 2023
gobooooos8sooooooooooo 202301010
Amendments to HKAS 12, Deferred tax related to assets and liabilities arising from a single 1 January 2023
transaction
oooooool2000000000000000000000000 202301010

Amendments to HKFRS 10 and HKAS 28, Sale or contribution of asset between an investor and  To be determined

its associate or joint venture

ooo0O0oooobcocoooooonooOoz280000O00O0000000000000000000000 000

The Group is in the process of making an assessment of what the
impact of these developments is expected to be in the period of
initial application. So far it has concluded that the adoption of them
is unlikely to have a significant impact on the consolidated financial
statements.

oo00o0O0OooOO0oOoOoOOOoOoOoOoooon
ooooooooOoO0oOoOoOoOOoOoOoOoooon
ooooooooooooo
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