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If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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GLOBAL OFFERING

Number of Offer Shares under the Global Offering : 121,600,000 H Shares (subject to the Over-allotment
Option)
Number of Hong Kong Offer Shares : 12,160,000 H Shares (subject to reallocation)
Number of International Placing Shares : 109,440,000 H Shares (subject to reallocation and the
Over-allotment Option)

Maximum Offer Price : HKS$6.10 per H Share, plus brokerage of 1.00%, SFC
transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005% (payable in full on application in
Hong Kong dollars and subject to refund)
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents
of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this prospectus.

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

The Offer Price is expected to be determined by agreement between our Company and the Sole Global Coordinator (acting for itself and on behalf of the Underwriters) on the Price
Determination Date. The Price Determination Date is expected to be on or around Thursday, 9 December 2021 (Hong Kong time) and, in any event, not later than Wednesday, 15
December 2021 (Hong Kong time). The Offer Price will be not more than HK$6.10 per Offer Share and is currently expected to be not less than HK$4.46 per Offer Share, unless
otherwise announced. If, for any reason, the Offer Price is not agreed by Wednesday, 15 December 2021 (Hong Kong time) between the Sole Global Coordinator (for itself and on
behalf of the Underwriters) and us, the Global Offering will not proceed and will lapse. Investors applying for Offer Shares must pay, on application, the maximum Offer Price of
HKS$6.10 per H Share, unless otherwise announced, together with brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005% subject to refund if the
Offer Price finally determined is lower than HK$6.10 per H Share.

The Sole Global Coordinator (for itself and on behalf of the Underwriters) may, with the consent of our Company, reduce the number of Offer Shares being offered under the Global
Offering and/or the indicative Offer Price range below that stated in this prospectus at any time on or prior to the morning of the last day for lodging applications under the Hong Kong
Public Offering. In such a case, an announcement will be published at our website at www.conantoptical.com.cn and the website of the Stock Exchange at www.hkexnews.hk not later
than the morning of the day which is the last day for lodging applications under the Hong Kong Public Offering. For further information, see the sections headed “Structure and
Conditions of the Global Offering” and “How to Apply for Hong Kong Offer Shares™ in this prospectus.

We are incorporated, and all of our businesses are located, in the PRC. Potential investors should be aware of the differences in legal, economic and financial systems between the PRC
and Hong Kong and that there are different risk factors relating to investments in PRC-established companies. Potential investors should also be aware that the regulatory framework
in the PRC is different from the regulatory framework in Hong Kong and should take into consideration the different market nature of our H Shares. Such differences and risk factors
are set out in the sections headed “Risk Factors”, “Summary of Principal Legal and Regulatory Provisions” in Appendix V and “Summary of Articles of Association” in Appendix VI
to this prospectus. Prior to making an investment decision, potential investors should consider carefully all of the information set out in this prospectus, including the risk factors set
out in the section headed “Risk Factors™ in this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Sole Sponsor and/or the Sole Global Coordinator
(for itself and on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the day that trading in our H Shares commences on the Stock Exchange. For
further details, please see the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Underwriting Agreement — Grounds of Termination™ in this
prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws of the United States and may not be offered, sold, pledged or
transferred within the United States. The Offer Shares may be offered, sold or delivered outside the United States in offshore transactions in accordance with Regulation S under the
U.S. Securities Act.

Tuesday, 30 November 2021



IMPORTANT

IMPORTANT NOTICE TO INVESTORS
FULLY ELECTRONIC APPLICATION PROCESS

We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not
provide printed copies of this document or printed copies of any application forms to the public in relation to the
Hong Kong Public Offering.

This prospectus is available at the website of the Stock Exchange at www.hkexnews.hk under the
“HKEXnews > New Listings > New Listing Information” section and our website at
www.conantoptical.com.cn. If you require a printed copy of this prospectus, you may download and print
from the website addresses above.

To apply for the Hong Kong Offer Shares, you may:

(1) apply online through the White Form eIPO service through the designated website
www.eipo.com.hk; or

(2) apply through CCASS EIPO service to electronically cause HKSCC Nominees to apply on your
behalf, including by:

(a) instructing your broker or custodian who is a CCASS Clearing Participant or a CCASS
Custodian Participant to give electronic application instructions via CCASS terminals to
apply for the Hong Kong Offer Shares on your behalf; or

(b) (if you are an existing CCASS Investor Participant) giving electronic application instructions
through the CCASS Internet System (https://ip.ccass.com) or through the CCASS Phone
System by calling + 852 2979 7888 (using the procedures in HKSCC’s “An Operating Guide
for Investor Participants” in effect from time to time). HKSCC can also input electronic
application instructions for CCASS Investor Participants through HKSCC’s Customer
Service Center at 1/F, One & Two Exchange Square, 8 Connaught Place, Central, Hong
Kong by completing an input request.

If you have any question about the application for the Hong Kong Offer Shares, you may call the enquiry
hotline of our H Share Registrar and White Form eIPO Service Provider, Computershare Hong Kong Investor
Services Limited, at 2862 8690 on the following dates:

Tuesday, 30 November 2021 — 9:00 a.m. to 9:00 p.m.
Wednesday, 1 December 2021 — 9:00 a.m. to 9:00 p.m.
Thursday, 2 December 2021 — 9:00 a.m. to 9:00 p.m.
Friday, 3 December 2021 — 9:00 a.m. to 9:00 p.m.
Saturday, 4 December 2021 — 9:00 a.m. to 6:00 p.m.
Sunday, 5 December 2021 — 9:00 a.m. to 6:00 p.m.
Monday, 6 December 2021 — 9:00 a.m. to 9:00 p.m.
Tuesday, 7 December 2021 — 9:00 a.m. to 9: 00 p.m.
Wednesday, 8 December 2021 — 9:00 a.m. to 9:00 p.m.
Thursday, 9 December 2021 — 9:00 a.m. to 12:00 noon

We will not provide any physical channels to accept any application for the Hong Kong Offer Shares by
the public. The contents of the electronic version of this document are identical to the printed prospectus as
registered with the Registrar of Companies in Hong Kong pursuant to Section 342C of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance.

If you are an intermediary, broker or agent, please remind your customers, clients or principals, as
applicable, that this document is available online at the website addresses above.

Please refer to the section headed “How to Apply for Hong Kong Offer Shares” in this prospectus for
further details of the procedures through which you can apply for the Hong Kong Offer Shares electronically.




IMPORTANT

Your application through the White Form eIPO service or the CCASS EIPO service
must be for a minimum of 500 Hong Kong Offer Shares and in one of the numbers set out in
the table below. You are required to pay the amount next to the number you select.

Shanghai Conant Optical Co., Ltd.
(HK$6.10 per Hong Kong Offer Share)
NUMBER OF HONG KONG OFFER SHARES THAT MAY BE APPLIED FOR AND PAYMENTS

No. of Hong No. of Hong No. of Hong No. of Hong

Kong Offer Amount Kong Offer Amount Kong Offer Amount Kong Offer Amount
Shares applied payable on  Shares applied payable on  Shares applied payable on  Shares applied payable on
for application for application for application for application
HKS§ HK§ HKS HKS$
500 3,080.73 9,000 55,453.23 200,000 1,232,293.94 1,500,000  9,242,204.55
1,000 6,161.47 10,000 61,614.70 250,000 1,540,367.43 2,000,000 12,322,939.40
1,500 9,242.21 20,000 123,229.39 300,000 1,848,440.91 2,500,000 15,403,674.25
2,000 12,322.94 30,000 184,844.09 350,000 2,156,514.40 3,000,000 18,484,409.10
2,500 15,403.67 40,000 246,458.79 400,000 2,464,587.88 3,500,000 21,565,143.95
3,000 18,484.41 50,000 308,073.49 450,000 2,772,661.37 4,000,000  24,645,878.80
3,500 21,565.15 60,000 369,688.18 500,000 3,080,734.85 5,000,000 30,807,348.50
4,000 24,645.88 70,000 431,302.88 600,000  3,696,881.82 6,080,000V 37,461,735.78

5,000 30,807.35 80,000 492,917.58 700,000 4,313,028.79

6,000 36,968.82 90,000 554,532.27 800,000  4,929,175.76

7,000 43,130.29 100,000 616,146.97 900,000  5,545,322.73

8,000 49,291.76 150,000 924,220.46 1,000,000 6,161,469.70

(1) Maximum number of Hong Kong Offer Shares you may apply for.

No application for any other number of the Hong Kong Offer Shares will be
considered and any such application is liable to be rejected.

—11 =



EXPECTED TIMETABLEVOTE 1

We will issue an announcement in Hong Kong to be published on the Stock Exchange’s
website at www.hkexnews.hk and our Company’s website at www.conantoptical.com.cn if
there is any change in the following expected timetable of the Global Offering.

Hong Kong Public Offering commences . ... ... ... ............... 9:00 a.m. on
Tuesday, 30 November 2021

Latest time for completing electronic applications
under the White Form eIPO service through
the designated website www.eipo.com.hk ¥ 2/ . 11:30 a.m. on

Thursday, 9 December 2021

Application lists open™° ¥ 11:45 a.m. on

Thursday, 9 December 2021

Latest time for giving electronic
application instructions to HKSCC™N" #/ ... . ... . . . .. ..... 12:00 noon on
Thursday, 9 December 2021

Latest time to complete payments for White Form eIPO

applications by effecting internet banking transfer(s)
or PPS payment transfer(s). . . .. ...... .. ... ... ... 12:00 noon on
Thursday, 9 December 2021

If you are instructing your broker or custodian who is a CCASS Clearing Participant or
a CCASS Custodian Participant to give electronic application instructions via CCASS
terminals to apply for the Hong Kong Offer Shares on your behalf, you are advised to
contact your broker or custodian for the latest time for giving such instructions which may
be different from the latest time as stated above.

Application lists close . . . . ... ... 12: 00 noon on
Thursday, 9 December 2021

Expected Price Determination Date™°“ /. . ... ... .. Thursday, 9 December 2021
Announcement of:

e the Offer Price;

e the level of applications in the Hong Kong Public Offering;

e the indications of the level of interest in the International Placing; and

e the basis of allocation of the Hong Kong Offer Shares
to be published at the websites of the Stock Exchange at
www.hkexnews.hk and our website
at www.conantoptical.com.cn onV*¢ % . Wednesday, 15 December 2021

— 11l —



EXPECTED TIMETABLEVOTE 1

(1

)

3)

Results of allocations in the Hong Kong Public Offering (with successful applicants’
identification document numbers, or business registration numbers, where appropriate) to
be available through a variety of channels. (See “How to Apply for Hong Kong Offer
Shares — 11. Publication of Results”) including:

in the announcement to be posted on our website
at www.conantoptical.com.cn and the website
of the Stock Exchange at www.hkexnews.hk from

Results of allocations in the Hong Kong

Public Offering will be available at
www.iporesults.com.hk (alternatively:

English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment)
with a “search by ID” function from . ...... ...

From the allocation results telephone enquiry
by calling + 852 2862 8555 between
9:00 am. and 6:00 pom.on . ...............

H Share certificates in respect of wholly or
partially successful applications under the Hong
Kong Public Offering to be despatched/collected
or deposited into CCASS on or before/ Yo/ (7) & (10)) = YWednesday, 15 December 2021

White Form e-Refund payment instructions/refund
cheques in respect of wholly or partially successful if
the final Offer Price is less than the price payable on
application (if applicable) or wholly or partially
unsuccessful applications under the Hong Kong
Public Offering to be despatched/collected on or

(Notes (8), (9) & (10))

before! "0res o/ (20 & (A0 .

Dealings in H Shares on the Main Board
of the Stock Exchange to commence at 9:00 a.m. on

— 1V —

.. . Wednesday, 15 December 2021

Wednesday, 15 December 2021
to 12: 00 midnight on
Tuesday, 21 December 2021

. Wednesday, 15 December 2021,
Thursday, 16 December 2021,
Friday, 17 December 2021 and
Monday, 20 December 2021

. . Wednesday, 15 December 2021

... Thursday, 16 December 2021



EXPECTED TIMETABLEVOTE 1

November 2021 through to Thursday, 9 December 2021, being slightly longer than
normal market practice. The application monies (including the brokerages, SFC
transaction levies and Stock Exchange trading fees) will be held by the receiving bank
on behalf of the Company and the refund monies, if any, will be returned to the
applicants without interest on Wednesday, 15 December 2021. Investors should be aware
that the dealings in the H Shares on the Stock Exchange are expected to commence on
Thursday, 16 December 2021.

The application for the Hong Kong Offer Shares will commence from Tuesday, 30

Notes:

(M

()

3)

C))

%)

(6)
(7

®)

©)

All dates and times refer to Hong Kong local time, except as otherwise stated. Details of the structure of
the Global Offering, including conditions of the Hong Kong Public Offering, are set out in the section
headed “Structure and Conditions of the Global Offering” in this prospectus.

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

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above and/or
Extreme Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, 9
December 2021, the application lists will not open or close on that day. For further details, please refer to
the section headed “How to Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather and/or
Extreme Conditions on the Opening of the Application Lists” in this prospectus.

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

The Price Determination Date is expected to be on or about Thursday, 9 December 2021 and in any event
not later than Wednesday, 15 December 2021. If, for any reason, the Offer Price is not agreed between our
Company and the Sole Global Coordinator (for itself and on behalf of the Underwriters) on or before
Wednesday, 15 December 2021, the Global Offering will lapse.

None of the website or any of the information contained on the website forms part of this prospectus.
No temporary documents of title will be issued in respect of the Offer Shares.

Applicants who apply through the White Form eIPO service and paid their application monies through
single bank accounts may have refund monies (if any) despatched to the application payment account, in
the form of e-Refund payment instructions. Applicants who apply through the White Form eIPO service
and paid their application monies through multiple bank accounts may have refund monies (if any)
despatched to the address as specified in their application instructions to the White Form eIPO Service
Provider, in the form of refund cheques, by ordinary post at their own risk.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications and in respect of successful applications if the Offer Price is less than the price payable on
application.
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(10) Applicants who have applied on White Form eIPO for 1,000,000 or more Hong Kong Offer Shares may
collect any refund cheque(s) (where applicable) and/or H Share certificates in person from our H Share
Registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong from 9:00 a.m. to 1:00 p.m. on
Wednesday, 15 December 2021 or such other date as notified by us as the date of dispatch/collection of
share certificates/e-refund payment instructions/refund cheque(s). Applicants being individuals who are
eligible for personal collection may not authorize any other person to collect on their behalf. Individuals
must produce evidence of identity acceptable to our H Share Registrar at the time of collection.

The H Share certificates will only become valid certificates of title provided that: (i) the Global Offering
has become unconditional in all respects; and (ii) neither of the Underwriting Agreements has been
terminated in accordance with its respective terms prior to 8:00 a.m. on the Listing Date (which is
expected to be Thursday, 16 December 2021). Investors who trade our H Shares on the basis of publicly
available allocation details prior to the receipt of H Share certificates or prior to the H Share certificates
becoming valid certificates of title do so entirely at their own risk.

The above expected timetable is a summary only. For details of the structure of the
Global Offering, including its conditions, and the procedures for applications for Hong Kong
Offer Shares, see the sections headed “Structure of the Global Offering” and “How to Apply
for Hong Kong Offer Shares”, respectively, in this prospectus.

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

—vi—
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. Since it is a summary, it does not contain all the information that may be
important to you. You should read the prospectus in its entirety before you decide whether to
invest in the Offer Shares. There are risks associated with any investment. Some of the
particular risks in investing in our Shares are set out in the section headed “Risk Factors” in
this prospectus. You should read that section carefully before you decide to invest in our
Offer Shares.

OVERVIEW

We are a leading resin spectacle lens manufacturer in the PRC with sales to over 80
countries during the Track Record Period, including but not limited to the PRC, the United
States, Japan, India, Australia, Thailand, Germany and Brazil. According to the Frost &
Sullivan Report, whilst glass is the traditional material for lens, in view of the much higher
impact resistance of resin lens which makes it safe for wearer, resin lens accounted for
approximately 95% by production value of spectacle lens in the PRC in 2020. Further,
according to the Frost & Sullivan Report, the market size of resin spectacle lens in terms of
production value in the PRC spectacle lens industry in 2020 was RMB11,633.3 million. In
2020, we ranked the first among resin lens manufacturers in the PRC in terms of production
volume of resin spectacle lens manufacturing, with a market share of around 8.5% while the
production volume of resin spectacle lens in the PRC was 1,508.7 million pieces in 2020.
According to the Frost & Sullivan Report, due to the business cycle and inventory cycle of
the global market, the resin lens manufacturing market in terms of total production volume
in the PRC decreased from 1,598.7 million pieces in 2015 to 1,508.7 million pieces in 2020,
with an overall growing trend of the total production volume of resin lens in the PRC from
2016 to 2020. We recorded an increase in our production volume for the year ended 31
December 2019 as compared with that for the year ended 31 December 2018, mainly
attributable to the increase in our overall sales volume for the relevant period, while we
recorded a decrease in our production volume for the year ended 31 December 2020 as
compared with that for the year ended 31 December 2019, due to the decrease in our overall
sales volume for the relevant period, which was mainly attributable to the decrease in our
overseas sales volume of standardised lenses in 2020 which was caused by the COVID-19
pandemic. Driven by the recovery of global economy after the pandemic of COVID-19 and
the increasing number of individuals with ametropia, it is expected the total production
volume in the PRC to increase to 1,559.0 million pieces in 2025. The proportion of resin lens
in the production volume of spectacle lens in the PRC increased from 92.3% in 2015 to
94.0% in 2020, and it is expected to increase to 95.8% in 2025. We are the largest exporter
in the PRC in terms of resin spectacle lens export value in 2020 with a market share of
around 7.3%. On a global scale, we ranked the ninth in terms of revenue from resin
spectacle lens in 2020, with a market share of around 0.4%, and is the only group with its
headquarter based in the PRC among the top ten global market players.



SUMMARY

We offer a wide range of resin spectacle lenses to our customers including standardised
lenses and customised lenses. Our products are mainly resin spectacle lenses with the
refractive index of 1.499, 1.56, 1.60, 1.67 and 1.74. In addition to refractivity, our spectacle
lenses are also differentiated by the following lens designs: (i) flat lens, (ii) single-vision lens,
(ii1) multifocal lens, and (iv) progressive lens. Our spectacle lenses may also be tinted or
coated or cast with various films or coatings for added functionality, such as polarised,
photochromic, blue-ray blocking, anti-scratch, anti-reflection and anti-smudge, etc.

As a result of our success in the business operation, our profit after tax was
approximately RMB78.5 million, RMBI111.9 million, RMB128.5 million, RMB32.5 million
and RMB64.6 million for the three years ended 31 December 2018, 2019 and 2020 and the
five months ended 31 May 2020 and 2021 respectively.

THE SUPPLY CHAIN OF OUR GROUP IN THE RESIN SPECTACLE LENS
INDUSTRY

(Note 3)

(Note 2a)

(Note 1) Our Group (Note 2a) . (Note 2a) (Note 3)
Raw Material Suppliers (As spectacle lens I ]In:‘gr ’"efi}‘]"‘rllf’s lers
manufacturers) (Inc ;1::.\%1:;!02:55; ers Retailers Individual end users
distributors)
(Note 2a)
(Note 1) (Note 2b)
D le Lens (Note 2b)

Brand Owners (Note 3)
Notes:
1. Supply of raw materials.

2a. Sales of resin spectacle lens without engraving of brand name on the lens products.

2b. Sales of resin spectacle lens with or without engraving of brand name on the lens products
depending on their respective marketing needs.

3. Sales of spectacles.

According to Frost & Sullivan, as a resin spectacle lens manufacturer, we are
positioned at the midstream of the spectacle lenses value chain, our upstream are the raw
material suppliers and downstream are the distributors and retailers. For details of the
supply chain of the resin spectacle lens industry and the positioning of our Group, please
see “Business — The supply chain of our Group in the resin spectacle lens industry” in this
prospectus.
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OUR BUSINESS MODEL

We principally engage in the production and sales of the standardised and customised
lenses, both of which are semi-finished products requiring further processing. Customised
lenses and standardised lenses (other than the lens roughcasts) would require simple further
processing such as cutting the lenses and assembling the same onto spectacle frames to form
spectacles. We may assist our customers to cut the lens and assemble the same to the
spectacles frames as our value-added services to them. We operate mainly through ODM
(original design manufacturer) business model and our customers include spectacle lens
brand owners, wholesalers, authorised distributors, retailers and individual end-users. For
instance, all of our sales to spectacle lens brand owners are operated through ODM business
model, the customer type of which attributed a significant portion of our revenue of
approximately 52.5%, 53.9%, 51.4% and 48.2% of our total revenue during the three years
ended 31 December 2018, 2019 and 2020 and the five months ended 31 May 2021,
respectively. For all the lens products we sold to our customers (including spectacle lens
brand owners, wholesalers, authorised distributors and retailers), there is no engraving of
brand name on our lens products, whether it be our brand or that of our customers. Once
the lens products are sold, it shall be at the discretion of our customers to determine
whether such engraving is required depending on their respective marketing needs,
especially the spectacle lens brand owners. In view of the business nature of other
customer types (i.e. wholesalers, authorised distributors and retailers), to the best
knowledge of the Directors, they normally would not engrave their brand name before
reselling. In respect of the standardised lens, we have a product list with reference prices for
the standardised lenses we offered to the customers who can choose products from the
aforesaid list based on their needs. On the other hand, in respect of the customised lens,
given that the products are manufactured based on the specifications and requirements of
the customers, their prices vary in each case depending on product complexity.
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OUR PRODUCTS

The following table below sets out the breakdown of our revenue, our gross profit and
gross profit margin by two major categories namely standardised lenses and customised
lenses during the Track Record Period:

For the year ended 31 December For the five months ended 31 May
2018 2019 2020 2020 2021
Gross Gross Gross Gross Gross
Gross  profit Gross  profit Gross  profit Gross  profit Gross  profit
Revenue Revenue  profit  Margin  Revenue Revenue  profit  Margin  Revenue Revenue  profit  Margin  Revenue Revenue  profit  Margin Revenue Revenue  profit  Margin
RMB000 % RMB000 % RMB000 % RMB000 % RMB000 % RMB000 % RMB000 % RMB000 % RMB000 % RMB000 %

(unaudited)

Resin spectacle lenses

Standardised lenses 702,997 823 191,661 273 879459 83.1 255967 29.1 887,851 8§12 256,504 289 294591 809 83,263 283 418,685 778 119,837 2.6
Customised lenses 139,978 16.4 65,981 4.1 168,656 159 88,764 526 197,837 18.1 120933 6.1 66,713 183 36,071 541 116,403 216 61,127 525
Others "/ 10,785 13 3,699 343 10731 10 5147 480 7476 07 4614 617 2838 08 1,107 390 2835 0.6 1,69 597

Total 853,760 100.0 261,341 30.6 1,058,346 100.0 349,878 33.0 1,093,164 100.0 382,051 349 364,142 100.0 120,441 30 537913 100.0 182,656 340

Note: Others mainly comprised (i) sales of spectacle frames and spare parts; (ii) sales of packaging
materials sold together with our lens products; and (iii) sales of spectacle lenses which we do not
produce but source from third party suppliers.

Given that our lens products are equipped with various functions depending on the
customers’ requirement, the selling price of the lens products varies according to the
functions required.

In general, the gross profit margin of our customised lens is higher than that of our
standardised lens as (i) our customised lens are tailor-made for our customers based on their
requirements on the specific size, shape, curvature and corrective power of the spectacle
lens; and (i1) our customised lens are principally sold to individual end-users and retailers
which are expected in turn to the individual end-users allowing us to have greater pricing
flexibility. Besides, given that customised lenses are tailor-made in nature, the fluctuation of
gross profit margin is subject to various factors including the production cost and selling
price depending on the customers’ requirement.

During the Track Record Period, the gross profit margin of our standardised lenses
remained relatively stable, while the Group’s overall gross profit margin was mainly
impacted by our customised lens.

The gross profit of our customised lens decreased from 54.1% for the five months
ended 31 May 2020 to 52.5% for the five months ended 31 May 2021. For instance, the
gross profit margin of the customised lenses sold to Customer G, which is a retailer in the
United States and top one customer for customised lens for the five months ended 31 May
2020 and 2021, decreased from 55.0% for the five months ended 31 May 2020 to 54.5% for
the five months ended 31 May 2021. The gross profit margin of another major customer for
customised lenses, which is a spectacle lens brand owner in the PRC and one of top ten
customers for customised lens for the five months ended 31 May 2020 and 2021, decreased
from 60.3% for the five months ended 31 May 2020 to 59.9% for the five months ended 31
May 2021.
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The gross profit of our customised lens increased from 52.6% for the year ended 31
December 2019 to 61.1% for the year ended 31 December 2020. For instance, the gross
profit margin of one of our major customers for customised lenses, which is a spectacle lens
brand owner in the PRC and one of our top ten customers for customised lens in 2019 and
2020, increased from 59.7% for the year ended 31 December 2019 to 60.7% for the year
ended 31 December 2020 while its revenue increased by approximately 27.0%. The increase
in the revenue to this customer was mainly due to the sales of more customised lens with
higher refractive index including but not limited to 1.74. Moreover, the gross profit margin
of Customer G, which is a retailer in the United States and top one customer for customised
lens in 2020, increased from 44.5% for the year ended 31 December 2019 to 59.5% for the
year ended 31 December 2020 while its revenue increased by approximately 546.9%. Such
increase in sales was principally due to more sales of the photochromic lens with higher
selling price.

The gross profit of our customised lens increased from 47.1% for the year ended 31
December 2018 to 52.6% for the year ended 31 December 2019. For instance, the gross
profit margin of one of our major customers for customised lenses, which is a spectacle lens
brand owner in the PRC and one of our top ten customers for customised lens in 2019 and
2018, increased from 43.6% for the year ended 31 December 2018 to 59.7% for the year
ended 31 December 2019. The sales of such customer increased by approximately 51.1% for
the two years ended 31 December 2018 and 2019 and such increase in sales was principally
driven by the demand on the customised lens with certain parameters such as dyeing and
polarising resulting in higher gross profit margin.

For details of the reasons of the fluctuations in the gross profit margin of customised
lenses, please refer to the section headed “Financial Information — Review of Historical
Results of Operations” in this prospectus.

Difference between standardised lenses and customised lenses

In terms of features, existing product list is available for our standardised lens which
principally involves general parameters for our customers to choose when they place the
purchase orders to us. The processing steps (such as coating or hardening) to be involved
would be subject to our customers’ preference on our product list for standardised lens.

On the other hand, no product list is available for our customised lens. Instead, our
customised lens may have some personalised parameters (such as size, shape, curvature and
specific corrective power) which are tailor-made in nature according to the request of our
customers and our standardised lens may not be able to satisfy such request. For example,
these personalised parameters may include a combination of various parameters which are
prescribed in a single lens to correct the vision deficiencies such as correcting a combination
of presbyopia, myopia and astigmatism in a single lens while such combination of
parameters are not commonly requested by customers and therefore not offered under the
standardised lenses product list. As such, the price of customised lens which are equipped
with the specific personalised parameters would be quoted on a case-by-case basis
depending on the customer’s requirement. Given that the customised lens sold by us
basically can fulfill the customers’ need in view of its tailor-made nature, such kind of
spectacle lens would involve simple further processing such as cutting the lens and
assembling the same to the spectacle frame to form spectacles which are ready to use by the
end-users.
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Save for the aforementioned difference, our standardised lens and customised lens
principally share the same range of the refractive index (i.e. 1.499, 1.56, 1.60, 1.67 and 1.74)
and lens design (e.g. bifocal lens, progressive lens and photochromic lens) which can be
equipped with various functions. Coatings on the spectacle lens as well as the functions
brought by the coatings (such as anti-scratch and blue-ray protection) would not constitute
the difference between the standardised lens and customised lens as there is no type of
coating only applicable to the standardised lens or customised lens.

For details of the difference between standardised lenses and customised lenses, please
refer to the section headed “Business — Our Product — Difference between standardised
lenses and customised lenses” in this prospectus.

We offer standardised lens for our customers to choose during our sales of spectacles
to them. If our customers request some personalised parameters which are not on our
standardised lens product list, we will offer them the spectacles assembled by the customised
lens. As such, the sales of spectacles to end-users may involve sales of standardised lens or
customised lens depending on the customer’s requirement.

OUR PRODUCTION FACILITIES

With the production facilities in our three production bases as detailed below, our
Group is capable of manufacturing resin spectacle lens of various specifications as required
by our customers.

For the five

For the year ended 31 December months ended

Location Major functions 2018 2019 2020 31 May 2021
Shanghai Production Pudong New Area, — Production of standardised — Standardised Lenses
Base Shanghai, PRC lenses with refractive index Estimated annual production capacity (pieces) Y 2/ 18,057,194 17,977,374 20,126,304 8,814,052
of 1.60 and 1.67 Yo 1) Actual annual production volume (pieces) 16,040,267 15,524,656 17,204,243 8,153,067
Approximately Utilisation rate (%) V' %/ 88.8 86.4 85.5 92.5

— Production of customised — Customised Lenses

(Note 1) (Note 2.

lenses Estimated annual production capacity (pieces) 2,823,836 2,979,629 4,263,022 1,981,729

Actual annual production volume (pieces) 2,537,617 2,668,100 3,632,069 1,929,521
Approximately Utilisation rate (%) ¥ ¥/ 89.9 89.5 85.2 974

Jiangsu Production Qidong Waterfront — Production of standardised — Standardised Lenses
Base Industrial Park* lenses with refractive index Estimated annual production capacity (pieces) Y7 96,852,845 117,092,748 118,953,077 49,204,780
(g TERE), of 1.499, 1.56 and 1.74 Actual annual production volume (pieces) 86,951,872 113,100,438 107,368,182 44,926,576
Jiangsu, PRC (Note 1) Approximately Utilisation rate (%) V' ¥ 89.8 96.6 90.3 91.3

— Lens moulds production

Sabae Production  Sabae City, Fukui — Production of standardised — Standardised Lenses
Base Prefecture, Japan lenses with refractive index Estimated annual production capacity (pieces) (Note 2) 2,533,186 3,103,893 2,361,000 1,154,003
of 1.67 and 1.74 (Nore 1) Actual annual production volume (pieces) 2,560,010 2,841,798 2,065,574 1,132,888
Approximately Utilisation rate (%) ¥ ¥/ 101.1 91.6 87.5 98.2

(Note 4)
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Notes:

The aforesaid production of lenses includes lens coating and treatments, such as anti-scratch and
hard coating. The production lines within each production base are interchangeable for standardised
lenses with different refractive index principally by way of (i) adjusting the mixtures; (ii) using other
suitable lens moulds; and (iii) adjusting the processing time such as the baking time for solidification
and hardening, depending on the types and specification of the products required.

For illustration purpose, the estimated annual production capacity for each of the three years ended
31 December 2018, 2019 and 2020 and the five months ended 31 May 2021 was calculated by using
the maximum monthly production volume divided by the number of days of operations in the
particular month; and multiplied by the number of days of operation (taking into account the
number of public holidays and days required for repair and maintenance of the equipment and
machineries if and when appropriate), in a particular year/period (in the case of five months ended
31 May 2021). The estimated annual production capacity is derived from the aforesaid calculation
basis and the actual production capacity depends on a number of factors such as efficiency of the
production facilities, types of products to be manufactured and complexity of the products.

The utilisation rate is calculated as the actual production volume for the year/period (in the case of
five months ended 31 May 2021) divided by the estimated annual production capacity.

For the year ended 31 December 2018, the utilisation rate of our Sabae Production Base reached
101.1% because in the month which had the maximum monthly production volume in that year, our
manufacturing workers were working overtime which our Sabae Production Base was operating on
extra days. Hence, the number of days of operation in that month was higher but our actual
production volume on those extra days of operation could be less than the actual production volume
on a normal working day. After annualising our daily production volume in that month, our actual
annual production volume exceeded our theoretical estimated annual production capacity as a
result.

OUR COMPETITIVE STRENGTHS

We believe that our success is attributable to, among other things, the following
competitive strengths:

We are a leading resin spectacle lens manufacturer in the PRC
We possess strong product development capabilities

We have a stable and established customer base that span across multiple
countries with diversified sales channels

We are able to offer a comprehensive range of resin spectacle lens with high
quality

We have a competent management team with experience and knowledge in the
eyewear industry
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OUR BUSINESS STRATEGIES

In view of the potential growing market demand and business opportunities as
mentioned in the Frost & Sullivan Report, we have formulated the business strategies, not
only to strengthen our market position in the PRC resin spectacle lens manufacturing
industry, but more importantly, to increase our market share and capture the aforesaid
business opportunities, as follows:

e Enhancing our production capacity

e  Strengthening our product development capability

e  Expansion of customer base in the PRC market and promotion of our brands
e Advancing our technology in craftsmanship and production process

OUR CUSTOMERS

The following table sets out information about our revenue by our customer’s
geographical location for the Track Record Period:

For the year ended 31 December For the five months ended 31 May

2018 2019 2020 2020 2021
RMB000 %  RMB000 % RMB000 % RMB000 %  RMB000 %

(unaudited)
o Asia (except the PRC) (Note 1) 314,528 36.9 397,903 315 291,541 20.7 115,604 317 135,763 252
o PRC 125,649 147 168,917 16.0 260,376 238 84,933 233 135,151 25.1
o United States 153,173 17.9 159,035 150 203,758 18.6 67,225 18.5 101,790 18.9
o Europe (Note 2) 129,981 15.2 148,212 140 144,886 133 38,609 10.6 09,060 12.8
o Americas " (except the United States) 76,797 90 99,15 94 101,800 93 27,130 15 50,445 94
o Africa (Y ¥ 34,670 41 49,393 41 52,986 48 18,500 51 24967 46
o Oceania MY 18,962 2.2 36,234 34 371817 35 12,081 33 20,747 40
Total 853,760 100.0 1,058,846 100.0 1,093,164 100.0 364,142 100.0 537,923 100.0
Notes:

1. Our sales to the Asia include, among others, sales to India, Thailand, Japan, South Korea and

Philippines but exclude the PRC.
2. Our sales to Europe include, among others, sales to Spain, Russia, Netherlands, Germany and Italy.

3. Our sales to the Americas include, among others, sales to Mexico, Argentina and Brazil but exclude
the United States.

4. Our sales to Africa, include, among others, sales to South Africa.

5. Our sales to Oceania include, among others, sales to Australia.
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Our customers include spectacle lens brand owners, wholesalers, authorised
distributors, retailers and individual end-users. In particular, we sold our products to
authorised distributors which accounted for 7.1%, 7.4%, 5.4% and 4.5% of our total
revenue for the three years ended 31 December 2018, 2019 and 2020 and the five months
ended 31 May 2021 respectively. During the Track Record Period, the majority of our
authorised distributors were originated from the PRC. As at 31 December 2018, 2019 and
2020 and 31 May 2021, we had 77, 85, 78 and 60 authorised distributors, respectively.
Details of the business arrangement with authorised distributors are set out in the section
headed “Business — Customers — Authorised Distributors” in this prospectus.

For the three years ended 31 December 2018, 2019 and 2020 and the five months ended
31 May 2021, the aggregate revenue attributable to our top five customers were
approximately RMB291.1 million, RMB371.7 million, RMB354.4 million and RMB170.5
million, respectively, which accounted for approximately 34.1%, 35.1%, 32.4% and 31.7%
of our total revenue, respectively. For the same periods, revenue attributable to our largest
customer, Customer A (V') was approximately RMB131.8 million, RMB155.2 million,
RMBI132.5 million and RMBS55.5 million, which accounted for approximately 15.4%,
14.7%, 12.1% and 10.3% of our total revenue, respectively. As at the Latest Practicable
Date, we had established a relationship with our five largest customers during the Track
Record Period ranging from four to ten years.

Note: Customer A is a med-tech company listed on the Tokyo Stock Exchange with market
capitalisation of approximately JPY7.0 trillion (equivalent to approximately HK$477.7 billion)
as at the Latest Practicable Date, and is a specialty manufacturer of optical glass founded in 1941
in Japan and such customer ranked second (i.e. Company H) in terms of the revenue generated
from sales of resin spectacle lens in 2020 according to Frost & Sullivan. Please refer to the section
headed “Industry Overview — Competitive Landscape Analysis — Ranking of Resin Spectacle
Lens Market by Revenue in the Global Range” in this prospectus for details. According to the
Integrated Report of Customer A for the fiscal year ended 31 March 2021, it recorded revenue of
approximately JPY 547,921 million and profit for the year of approximately JPY 125,221 million.
Its business segments include (i) life care, comprising of health care and medical; (ii) information
technology, comprising of imaging and electronics; and (iii) other business comprising of speech
synthesis software business, information system services business, and new businesses, all of which
under the same holding listing vehicle. Its customer types include (i) relatively small and
diversified customers, such as end consumers, retailers, and medical institutions, under the
business segment of life care and (ii) globalized companies, under the business segment of
information technology. For the fiscal year ended 31 March 2021, a substantial portion of its
revenue was derived from customers located in Japan, Asia (including China, Singapore and South
Korea) and United States, amounting to approximately 26.4%, 25.6% and 12.5% of its revenue
respectively.

— 10 —
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OUR SUPPLIERS

The major raw materials which are used in the production of our spectacle lenses are
resin monomers, ancillary materials such as resin hardening chemicals, chemicals for adding
functionality such as UV absorption and photochromic, dyes for lens tinting, films and
coatings for added functionality (such as anti-scratch, blue-ray blocking and polarised),
packaging materials and lens moulds roughcast. The total purchases from our five largest
suppliers amounted to approximately RMB267.8 million, RMB345.2 million, RMB336.4
million and RMBI161.6 million, respectively, representing approximately 64.5%, 66.3%,
62.4% and 65.5% of our total purchases respectively, for the three years ended 31
December 2018, 2019 and 2020 and the five months ended 31 May 2021, among which, our
purchases from our largest supplier, Supplier A, amounted to approximately RMB168.1
million, RMB217.6 million, RMB223.7 million and RMBI102.8 million, respectively,
representing approximately 40.5%, 41.8%, 41.5% and 41.6% of our total purchases,
respectively.

Our relationship with Supplier A

Supplier A is a PRC subsidiary of a Japanese chemical company which is a global and
dominant supplier of resin monomers. Supplier A also granted us the authorisation
certificate which certified that Supplier A is our supplier for all resin monomers under the
“MR” brand in 2018. According to the Frost & Sullivan Report, (i) Supplier A is the
dominant supplier of 1.74 Monomers which accounted for approximately 99.9% of the
market share in 1.74 Monomers supply industry in the PRC in terms of sales volume in
2020; and (ii) there are very few other suppliers of 1.74 Monomers in the industry which are
able to supply 1.74 Monomers with stable quantity and quality. According to the Frost &
Sullivan Report, we are one of the four manufacturers in the PRC which were able to
manufacture resin spectacle lenses with refractive index of 1.74 in 2020. Supplier A was our
only supplier of 1.74 Monomers during the Track Record Period and we may not be able to
purchase 1.74 Monomers in comparable terms from other suppliers in the event that our
relationship with Supplier A terminates after considering the dominant position of the
Supplier A in the 1.74 Monomers supply industry (99.9% of the market share in 1.74
Monomers supply industry in the PRC). In view of the considerable revenue contribution of
our lenses of refractive index of 1.74 (representing approximately 13.9%, 16.5%, 15.9% and
17.1% of our total revenue during the Track Record Period, comprising of (i) standardised
lenses of approximately 13.1%, 15.4%, 14.5% and 15.9% of our total revenue and (ii)
customised lenses of approximately 0.8%, 1.1%, 1.4% and 1.2% of our total revenue
during the Track Record Period), the dominating status of Supplier A as 1.74 Monomers
supplier in the industry, our negligible revenue contribution to the relevant business
segment of Supplier A (i.e. basic materials) during the Track Record Period and the remote
likelihood that we are able to source a stable supply of 1.74 Monomers from other suppliers
up to the quality standard in comparable terms, in the event that Supplier A does not
provide 1.74 Monomer to us, we may not be able to manufacture resin spectacle lens with
refractive index of 1.74. For details of our suppliers and our relationship with Supplier A,
please refer to the section headed “Business — Suppliers” in this prospectus.

—11 -
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OUR RESEARCH AND DEVELOPMENT

We consider that our continuous product research and development is crucial to our
success in the resin spectacle lens industry. Up to the Latest Practicable Date, we have
successfully developed coating mixtures which can equip several value-added functions
(such as polarised and blue-ray blocking) concurrently to our resin spectacle lens. Besides,
we also collaborated with a university in the PRC on product research and development
with a view to enhance our product functionality, with collaborations such as the
development of resin spectacle lens with refractive index of 1.50UV+ + with blue-ray
blocking and impact resistance. For the three years ended 31 December 2018, 2019 and 2020
and the five months ended 31 May 2021, our research and development cost amounted to
approximately RMB35.3 million, RMB37.1 million, RMB39.6 million and RMBI17.1
million, representing approximately 4.1%, 3.5%, 3.6% and 3.2% of the revenue,
respectively. For details of the research and development activities by projects during the
Track Record Period, please refer to the paragraph headed “Business — Research and
development“in this prospectus.

BUSINESS ACTIVITIES IN COUNTRIES SUBJECT TO INTERNATIONAL
SANCTIONS

During the Track Record Period, we delivered certain resin spectacle lens products to
Cote d’Ivoire, Cuba, Egypt, Haiti, Iran, Lebanon, Myanmar, Russia, Turkey, Ukraine,
Venezuela, and Zimbabwe, all of which are Countries subject to International Sanctions,
among which Cuba and Iran are subject to comprehensive international sanctions
programmes.

As advised by our International Sanctions Legal Adviser, (i) the Cuba and Iran
Transactions appear to be in violation of US sanctions regulations that are applicable to
certain transactions with customers located in Cuba and Iran; and (ii) none of our business
activities with customers in other Countries subject to International Sanctions have
implicated any violation of International Sanctions. Our payments received from sales to
customers located in Cuba and Iran amounted to approximately US$361,000,
US$1,790,000, and US$360,000, representing approximately 0.3%, 1.2% and 0.2% of our
total revenue for the three years ended 31 December 2018, 2019 and 2020, respectively. In
March 2021, we filed a voluntary self-disclosure (“VSD”) with OFAC related to the Cuba
and Iran Transactions. In August 2021, OFAC responded to the Group’s VSD with a
cautionary letter (the “Cautionary Letter”) indicating that it had completed its review of all
of the information provided in the VSD. In the Cautionary Letter, OFAC stated that (i) the
Group’s sales to Cuba were not prohibited under OFAC regulations, (ii) the processing of
transactions by a U.S. financial institution between 2016 and 2020 for the benefit of persons
in Iran did not comply with the Iranian Transactions and Sanctions Regulations, 31 C.F.R.
part 560 (the “ITSR™), (iii) it had determined to address this matter through the issuance of
the Cautionary Letter, and (iv) it would not be pursuing a civil monetary penalty or taking
any enforcement action. OFAC further indicated that the issuance of the Cautionary Letter
represents its final determination as to all matters related to the VSD. On this basis, and the
view of our International Sanctions Legal Adviser, our Directors therefore consider the
matter to be fully resolved.

— 12 —
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We have ceased all of our sales transactions relating to Cuba and Iran prior to the end
of 2020 and we do not plan to undertake any future business with persons that may expose
us to sanctions risks. We intend to continue to conduct business in Cote d’Ivoire, Egypt,
Haiti, Lebanon, Myanmar, Russia, Turkey, Ukraine, Venezuela, and Zimbabwe, in a
manner consistent with our business throughout the Track Record Period. As advised by
our International Sanctions Legal Advisers, our business in these countries does not
implicate any violations of International Sanctions. We have implemented the internal
control measures as described in the paragraph titled “Business — Business Activities in
Countries subject to International Sanctions — Our undertakings and internal control
procedures” to minimise our risk exposure to International Sanctions in our future dealing
with customers located in Countries subject to International Sanctions of any kind. For
details, please also refer to the section headed “Risk Factors — Risks Relating to
International Sanctions — We could be adversely affected as a result of any sales we make
to certain countries that are, or become subject to, sanctions administered by the United
States, the European Union, the United Nations, Australia and other relevant sanctions
authorities.” and “Business — Business Activities in Countries subject to International
Sanctions” in this prospectus.

HIGHLIGHTS OF RISK FACTORS

Our operating results are mainly subject to several risk factors which can be
categorised into the following areas: (i) risks relating to our business; (ii) risks relating to
our industry; (iii) risks relating to conducting business in Japan; (iv) risks relating to
conducting business in the PRC; (v) risks relating to international sanctions; and (vi) risks
relating to the Global Offering. For further details relating to these risks, please refer to the
section headed “Risk Factors” in this prospectus. Our Directors believe our major risks
include the following:

e  We rely on international markets and therefore subject to any material adverse
changes to these markets.

e  Our financial performance and results of operations may be adversely affected by
trade protectionism and global trade policies.

e  We place reliance upon Supplier A as supplier of resin monomers.
e  We generally do not enter into long-term supply agreements with our suppliers.

e  We principally rely on placing of orders by our customers on an order-by-order
basis and demand for our products may fluctuate.

e We may not be able to identify and respond to the latest trends and end-users’
demand in a timely manner.

e  Our success depends on the ability to retain our Directors, senior management
and key personnel, and recruit new talents.

e  Failure to obtain or renew any or all of the licences, certificates and permits our

business requires could adversely affect our business, financial condition and
results of operations.
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LEGAL PROCEEDINGS AND NON-COMPLIANCE

During the Track Record Period, we failed to make full contributions to social
insurance and housing provident funds for some of our employees as required by the PRC
laws and regulations. We made provision for the non-compliance of social insurance and
housing provident funds of approximately RMBS5.0 million, RMB5.3 million, RMB3.0
million and nil for the three years ended 31 December 2018, 2019 and 2020 and the five
months ended 31 May 2021. For details, please refer to the section headed “Business —
Legal and Regulatory Compliance” in this prospectus.

As at the Latest Practicable Date, we were not aware of any material legal proceedings,
claims, disputes, arbitration or administrative proceedings pending or threatening against
any member of our Group that could have a material adverse impact on our financial
condition or operating results.

SUMMARY FINANCIAL INFORMATION AND OPERATING DATA

The following table summarises the financial information of our Group during the
Track Record Period, which is extracted from the Accountants’ Report set out in Appendix
I to this prospectus.

Summary of consolidated statements of profit or loss

Five months ended

Year ended 31 December 31 May
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
REVENUE 853,760 1,058,846 1,093,164 364,142 537,923
Cost of sales (592,419) (708,968) (711,113) (243,701) (355,267)
GROSS PROFIT 261,341 349,878 382,051 120,441 182,656
Other income and gains 19,471 20,592 22,898 6,123 9,851
Selling and distribution
expenses (62,867) (75,305) (67,101) (23,857) (32,573)
Administrative expenses (98,719) (107,930) (112,287) (34,290) (53,875)
(Impairment)/reversal of
impairment on financial
assets (13,378) 2,655 (1,495) (3,667) (3,155)
Other expenses (3,439) (2,975) (21,682) (1,436) (7,155)
Finance costs (9,448) (47,447) (47,079) (21,362) (14,708)
Share of losses of a joint
venture — (152) (42) (6) (80)
Share of losses of an associate — — — — (735)
PROFIT BEFORE TAX 92,961 139,316 155,263 41,946 80,226
Income tax expense (14,499) (27,415) (26,801) (9,444) (15,644)
PROFIT AFTER TAX
FOR THE YEAR/PERIOD 78,462 111,901 128,462 32,502 64,582
Attributable to:
Owners of the parent 78,462 111,901 128,462 32,502 64,582
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Summary of consolidated statements of financial position

As at
31 December 31 May
2018 2019 2020 2021

RMB000 RMB’000 RMB000 RMB’000

Non-current assets 426,070 414,856 418,876 406,273
Current assets 656,604 959,798 1,025,324 984,168
Current liabilities 780,116 530,552 521,879 448,769
Net current assets/(liabilities) (123,512) 429,246 503,445 535,399
Non-current liabilities 189,400 465,904 417,787 383,026
Total equity/Net assets 113,158 378,198 504,534 558,646

As at 31 December 2018, 2019 and 2020 and 31 May 2021, we recorded net current
liabilities of approximately RMBI123.5 million and net current assets of approximately
RMB429.2 million, RMB503.4 million and RMB535.4 million, respectively. Our net current
liabilities as at 31 December 2018 was primarily attributable to (i) the amounts due to
related parties of approximately RMB416.1 million which mainly represented the amounts
due to the Controlling Shareholder and his controlled companies; and (ii) the
interest-bearing bank and other borrowings of approximately RMB205.8 million. The
significant balance of amounts due to related parties and interest-bearing bank and other
borrowings mainly represented the advances from the Controlling Shareholder (and the
companies controlled by him) and banks, to finance the regrouping of the entities now
comprising the Group in 2018. For details, please refer to the section headed “History and
Development — Evolution of Our Group — Spin-off from Qitian Technology and
Regrouping of Our Business Entities” in this prospectus. Our net current assets position as
at each of these dates was mainly attributable to our inventories, trade and bills receivables,
cash and cash equivalents and amounts due from related parties, partially offset by our
interest-bearing bank loans and other borrowings, other payables and accruals and trade
and bills payables. Please refer to the section headed “Financial Information — Net current
assets/(liabilities)” in this prospectus for details.

The change from net current liabilities position as at 31 December 2018 to net current
assets position as at 31 December 2019 was primarily attributable to the capital injection by
the then Shareholders of the Company during the year ended 31 December 2019, and the
shift in some of our short-term borrowings to long-term borrowings as at 31 December
2019.
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Summary of consolidated statements of cash flows

For the five months ended

For the year ended 31 December 31 May
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Cash and cash equivalents at
beginning of the year/period 212,891 109,182 62,118 62,118 201,850
Net cash from operating
activities 66,322 91,021 243,090 46,048 26,839
Net cash (used in)/from
investing activities (58,354) (284,117) 4,696 (13,547) 33,717
Net cash (used in)/from
financing activities (111,677) 146,032 (108,054) 28,568 (85,321)
Net (decrease)/increase in cash
and cash equivalents (103,709) (47,064) 139,732 61,069 (24,765)
Cash and cash equivalents at
end of the year/period 109,182 62,118 201,850 123,187 177,085

Our net cash generated from operating activities for the three years ended 31 December
2018, 2019 and 2020 and the five months ended 31 May 2021 were approximately RMB66.3
million, RMB91.0 million, RMB243.1 million and RMB26.8 million, respectively. The
progressive increase of net cash generated from operating activities during the three years
ended 31 December 2018, 2019 and 2020 was primarily attributable to the increase in profit
before tax, partially offset by the increase in our inventories. The significant increase in net
cash from operating activities for the year ended 31 December 2020 was also due to the
decrease in financial assets at fair value through profit and loss of RMB99.5 million, which
represented proceeds received from the disposal of wealth management products issued by
banks in the PRC. The decrease in net cash generated from operating activities for the five
months ended 31 May 2021 as compared to the five months ended 31 May 2020 was mainly
due to the increase in financial assets at fair value through profit and loss of RMBS53.1
million, which represented investment in wealth management products issued by banks in
the PRC.

For more details, please refer to the section headed “Financial Information —
Liquidity and Capital Resources” in this prospectus.
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Key financial ratios

For the
five months
For the year ended/ ended/as at
as at 31 December 31 May
2018 2019 2020 2021
Liquidity ratios
Current ratio 0.8 times 1.8 times 2.0 times 2.2 times
Quick ratio 0.5 times 1.2 times 1.2 times 1.3 times
Capital adequacy ratios
Gearing ratio (%) 694.7 207.8 133.9 106.6
Net debt to equity ratio (%) 598.3 191.4 93.9 74.9
Interest coverage 10.8 times 3.9 times 4.3 times 6.5 times
Profitability ratios
Return on total assets (%) 7.2 8.1 8.9 N/A
Return on equity (%) 69.3 29.6 25.5 N/A
Net profit margin (%) 9.2 10.6 11.8 12.0
Note: Please refer to the section headed “Financial Information — Key Financial Ratios” in this

prospectus for the basis of calculation of such financial ratios.
Revenue

Our revenue increased by 47.7% from approximately RMB364.1 million for the five
months ended 31 May 2020 to approximately RMB537.9 million for the five months ended
31 May 2021. Such increase was mainly driven by the increase in sales volume of our lens
products. By geographical location, our Directors believe that the increase in our revenue
was mainly due to the ease of adverse impact of COVID-19 pandemic globally, which
resulted in the improvement in consumption sentiment and the gradual resumption of
international logistics and transportation which our products were then more accessible to
customers globally for the five months ended 31 May 2021 compared to the five months
ended 31 May 2020. The revenue derived from Americas (except the United States)
increased by 85.9% from RMB27.1 million for the five months ended 31 May 2020 to
RMB50.4 million for the five months ended 31 May 2021. Revenue derived from Oceania
increased by 71.7% from RMBI2.1 million for the five months ended 31 May 2020 to
RMB20.7 million for the five months ended 31 May 2021, whereas revenue derived from
Europe increased by 78.6% from RMB38.7 million for the five months ended 31 May 2020
to RMB69.1 million for the five months ended 31 May 2021.
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Our revenue increased by 3.2% from approximately RMB1,058.8 million for the year
ended 31 December 2019 to approximately RMB1,093.2 million for the year ended 31
December 2020. Such increase was mainly driven by the increase in revenue from the sales
of customised lens due to the increase in sales volume of our customised lens as a result of
the increase in demand by our customers. By geographical location, the increase in our
revenue was mainly driven by the increase in our sales in the PRC and United States, and
partly offset by the decrease in sales in other Asian countries such as India and Singapore,
which was mainly due to the slighter impact of the outbreak of COVID-19 to the PRC than
some of the other overseas countries, as well as the lesser impact to the logistics and
transportation within the PRC region as two of our production bases are located in the
PRC.

Our revenue increased by 24.0% from approximately RMB853.8 million for the year
ended 31 December 2018 to approximately RMB1,058.8 million for the year ended 31
December 2019. Such increase was mainly driven by the increase in revenue from the sales
of standardised lens, which was attributable to both the increase in sales volume as well as
average selling price of our standardised lens as the demand for our spectacle lens products
increased. By geographical location, the increase in our revenue was mainly driven by the
increase in our sales in most of the geographical locations, in particular, the PRC and other
Asian countries such as India and Thailand, which was mainly due to our efforts on the
sales and distribution within the PRC as well as the establishment of new business
relationships with customers from other Asian countries.

Gross profit and net profit

Our gross profit for the three years ended 31 December 2018, 2019 and 2020 and the
five months ended 31 May 2020 and 2021 was approximately RMB261.3 million, RMB349.9
million, RMB382.1 million, RMB120.4 million and RMB182.7 million respectively. The
increase in gross profit is principally due to the increase in our revenue which has been
explained above, as well as the increase in our gross profit margin. Our gross profit margin
for the same periods was approximately 30.6%, 33.0%, 34.9%, 33.1% and 34.0%,
respectively. Our net profit was approximately RMB78.5 million, RMBI111.9 million,
RMB128.5 million, RMB32.5 million and RMB64.6 million, respectively.

LISTING EXPENSES

Based on the Offer Price of HK$5.28 (being the mid-point of the Offer Price range
stated in this prospectus and assuming the Over-allotment Option is not exercised at all),
the total Listing expenses (including legal and professional fees, underwriting fees and other
relevant expenses) in relation to the Global Offering payable by us are estimated to be
approximately RMB59.7 million, which will account for approximately 11.3% of the gross
proceeds of the Global Offering on the aforesaid basis. For the three years ended 31
December 2018, 2019 and 2020 and the five months ended 31 May 2021, our Listing
expenses charged to our consolidated statement of profit or loss were nil, nil, approximately
RMBS.0 million and RMB&8.9 million, respectively. We expect to further recognise Listing
expenses of approximately RMB13.5 million to our consolidated statement of profit or loss
subsequent to the Track Record Period and to deduct from equity of approximately
RMB29.3 million upon Listing.
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The total Listing expenses of approximately RMB59.7 million borne by us include (i)
underwriting-related expenses, including underwriting commission of approximately
RMBI18.4 million; (ii) professional fees, including fees of legal advisors and Reporting
Accountants of approximately RMB31.3 million; and (iii) other fees and expenses of
approximately RMB10.0 million.

The above total Listing expenses are the latest practicable estimates for reference only,
and the final amount to be recognised may differ from these estimates.

DIVIDEND

Our Company had not declared any dividends for the three years ended 31 December
2018, 2019 and 2020. Dividends of RMB30.8 million have been declared and paid by certain
of our subsidiaries to the then equity holder of the subsidiaries in mid-2018 prior to the
regrouping of our business entities detailed in the section headed “History — Evolution of
our Group — Spin-off from Qitian Technology and regrouping of our business entities” in
this prospectus.

On 10 August 2021, our Shareholders resolved to amend another resolution of the
Shareholders dated 20 March 2021 and our Shareholders approved a special dividend
distribution plan, pursuant to which we declared a special dividend from our distributable
reserve as of 31 May 2021, to the then existing Shareholders as of 31 May 2021 in
proportion to their respective shareholdings as of 31 May 2021, and a special dividend of
approximately RMB149.5 million (inclusive of tax) was declared as a result. The special
dividend has been fully settled in August 2021 by our Company with our internal resources
including proceeds from the repayment of the amount due from the Controlling
Shareholder and related parties.

Pursuant to our Articles of Association, our Board may declare dividends in the future
after taking into account our results of operations, financial condition, cash requirements
and availability and other factors as it may deem relevant. Since our Company and a
majority of our major subsidiaries were established in the PRC, the future dividend
payments of our Company will depend largely upon the availability of dividends received
from our subsidiaries in the PRC, which were subject to the PRC laws. Under the PRC
laws, dividends can only be paid out of distributable profit of a PRC company. PRC laws
require that dividends be paid only out of the profit for the year calculated according to the
PRC GAAP, which differ in certain aspects from the generally accepted accounting
principles in other jurisdictions, including IFRSs. PRC laws also require our subsidiaries to
set aside at least 10% of its net profit as statutory reserves, which are not available for
distribution as cash dividends. Distributable profit is our profit as determined under PRC
GAAP or IFRSs, whichever is lower, less any recovery of accumulated losses and
appropriations to statutory and other statutory funds we are required to make. Due to the
continuous convergence of PRC GAAP and IFRSs, there is no significant difference
between these two accounting standards. We do not have any specific dividend policy nor
any pre-determined dividend pay out ratio. For details, please refer to the section headed
“Financial Information — Dividend” in this prospectus.
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IMPACT OF COVID-19

Due to the outbreak of COVID-19, we had experienced a short-term suspension in
February 2020 for our production bases in the PRC and that from April to May 2020 for
our production base in Japan respectively and recorded a decrease in our production
volume to approximately 2.6 million and 220,000 pieces in February 2020 in our PRC
production bases and April to May 2020 in our Japan production base respectively, as
compared to our production volume of approximately 6.0 million and 500,000 pieces in our
production bases in the PRC and Japan, respectively during the relevant periods in 2019.
Further, our suppliers were subject to different quarantine measures and have experienced
temporary suspension to their production and business operations but have resumed the
provision of raw materials purchased by us as at the Latest Practicable Date. In view of the
relatively short term of the suspension of our production bases and short-term delay in the
provision of raw materials, there was no material disruption or delay in the supply chain
and delivery of raw materials to us nor material claim for damages due to delay in delivery
of our products to our customers.

With regard to our sales, as some of our products are sold and delivered to countries
affected by the pandemic of COVID-19, we experienced only minor decrease in the revenue
in the first half year of 2020 of approximately RMB35.6 million, or approximately 7.0%,
when compared to that in the corresponding period in 2019, and an increase in the total
revenue for the full financial year of 2020, since the outbreak of COVID-19.
Notwithstanding the above, due to the cancellation or reduction in air and oceanic
transportations, travel restrictions and lockdown measures imposed, the availability of
local and international transportation and delivery services had been adversely affected,
which resulted in a delay in our product delivery in the first half year of 2020. Nevertheless,
we did not experience any material claim for damages by customers due to such delay.

In view of the above factors, our Directors are of the view that (i) the COVID-19
outbreak has not caused a prolonged impact on our business operation, nor the demand for
our Group’s products; and (ii) the potential impact of the outbreak of COVID-19 on our
Group’s business operations and financial conditions is only temporary. However, our
Directors are aware of the potential rebounding of the COVID-19 in the PRC and
worldwide, in the event of which, we shall be more proactive in taking preventive measures
to minimise disruption to our business and financial conditions.
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RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE
Sales Performance

Our business operation remained stable after the Track Record Period and up to the
Latest Practicable Date and we continued to focus on the manufacturing and sales of resin
spectacle lens. Our sales volume continued to grow subsequent to the Track Record Period.
During four months ended 30 September 2021, our sales volume of standardised lens and
customised lens increased by not less than 10.6% and 17.0%, respectively, as compared to
the corresponding period in 2020. As at 31 May 2021, our remaining performance
obligations amounted to RMBS57.5 million. The remaining performance obligations
primarily represented our purchase orders on hand, in which we have not yet delivered
the relevant goods to our customers.

Based on the unaudited financial information, our revenue and gross profit during the
four months ended 30 September 2021 increased moderately as compared to the
corresponding period in 2020. As to our retail shopfronts, during the five months ended
31 May 2021, our retail shopfronts recorded the revenue of approximately RMB1.4 million
and gross profit of approximately RMBI1.1 million, representing an increase of
approximately 78.0% and 86.2%, as compared to the revenue of RMBO0.8 million and
gross profit of RMBO0.6 million derived from our retail shopfronts during the five months
ended 31 May 2020. Subsequent to the Track Record Period and during the four months
ended 30 September 2021, the revenue and gross profit of our retail shopfronts increased
moderately as compared to the corresponding period in 2020. We have established an
ophthalmology centre at a hospital in Qidong City, Jiangsu Province in November 2021.

Recent power restrictions

On 15 September 2021, our Company received an urgent notice on the power
restrictions and electricity supply issued by Qidong Power Control Work Unit Office* (KU
7 fi B TAESEE /NH /N %), pursuant to which, corporations with certain operating scale
shall implement power control policies, including but not limited to, either (i) maintain
normal operation for three days and suspend operation for four days or (ii) maintain
normal operation for six days and suspend operation for eight days, affecting period
commencing from 16 September 2021 to 30 September 2021. The electricity supply for
routine maintenance was unaffected.
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Accordingly, our Jiangsu Production Base maintained normal operation from 16
September 2021 to 22 September 2021 and suspended operation of large production
equipment and machinery from 23 September 2021 to 30 September 2021 (the “Affected
Period”). In order to mitigate the impact of the aforesaid restrictions on our operation, we
carried out the following measures:

1. We carried out production procedures which involved large production equipment
and machinery, such as lens hardening, to the largest extent possible, before the
commencement of the Affected Period, and maintained the routine operation on
the production procedures which did not involve large production equipment and
machinery, such as quality inspection, cleansing and packaging during the
Affected Period;

2. We arranged our Shanghai Production Base, which is not subject to any power
restrictions, to accommodate some of the production need involving large
production equipment and machinery on an urgent basis;

3. We carried out repair and maintenance work on our large production equipment
and machinery during the Affected Period in order to increase their production
efficiency when electricity resumed; and

4. In view of the long public holidays of National Day in the PRC, our Company
made adjustment on the day-off arrangement of some of our staff working at
Jiangsu Production Base, such that they could have day off in advance of the
National Day holidays during the Affected Period and resume to work when
electricity resumed.

As at the Latest Practicable Date, we did not receive further notice on the power
restrictions and electricity supply from relevant government authorities.

To cope with potential power shortage and rationing in the PRC, we will principally
adopt the following measures as contingency:

1. At the time of limited power supply, we shall re-arrange the production schedule
to avoid overloading of electricity at the peak production period; and

2. We shall coordinate the production schedule among our production bases such
that production base which is not subject to any power restrictions could
accommodate some of the production need.

Our production volume and sales volume in the Jiangsu Production Base recorded a
decrease of approximately 33.6% and 8.3% for standardised lenses for September 2021 as
compared to that for September 2020, respectively. Notwithstanding the aforesaid decrease
of the production volume and sales volume, our Group’s revenue recorded an increase of
approximately 0.2% for September 2021 as compared to that for September 2020.
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Further, our Directors, having made all reasonable enquiries, confirm that to the best
of their knowledge and belief, there was no material disruption or delay in the supply chain
and delivery of raw materials to us by our suppliers nor substantial delay in delivery of our
products to our customers, as a result of the aforesaid power restrictions.

In view of (i) the fact that our two other production bases, being Shanghai Production
Base and Sabae Production Base, remained unaffected; (ii) the fact that we fulfilled part of
our sale orders with products retrieved directly from our existing inventories; (iii) the above
mitigating measures we adopted; and (iv) we did not receive further notice on the power
restrictions and electricity supply from relevant government authorities as at Latest
Practicable Date, our Directors consider the aforesaid power restrictions did not have a
material impact on our business operation as at Latest Practicable Date.

Other events after the Track Record Period

On 10 August 2021, our Shareholders resolved to amend another resolution of the
Shareholders dated 20 March 2021 under which our Shareholders approved a special
dividend plan. For further details, please refer to the paragraph titled “Dividend” in this
section for further details.

We expect to recognise Listing expenses of approximately RMBI13.5 million to our
consolidated statement of profit or loss subsequent to the Track Record Period and to
deduct from equity of approximately RMB29.3 million upon Listing, which we consider to
have a material impact on the financial position of our Group.

Save as aforesaid, our Directors confirm that from 31 May 2021 and up to the date of
this prospectus, (i) there has been no material adverse change in the operation or financial
position or prospects of our Group; and (ii) no event has occurred that would materially
and adversely affect the information shown in the Accountant’s Report set out in Appendix
I to this prospectus.

USE OF PROCEEDS

Assuming the Over-allotment Option is not exercised and assuming the Offer Price is
fixed at HK$5.28 per Share (being the mid-point of the indicative range of the Offer Price of
HK$4.46 to HK$6.10 per Share), the aggregate amount of net proceeds of the Global
Offering to be received by our Company after deducting the underwriting commission and
estimated expenses payable by our Company is estimated to be approximately HK$569.2
million. We intend to use the net proceeds from Global Offering in the following manner:

— approximately 46.4% of our total estimated net proceeds, or HK$264.1 million,
will be used to increase our production capacity of our Shanghai Production Base
and Jiangsu Production Base;

— approximately 19.9% of our total estimated net proceeds, or HK$113.5 million,
will be used for strengthening our research and development capability;
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— approximately 10.3% of our total estimated net proceeds, or HK$58.6 million,
will be used for enhancing our sales and marketing efforts;

— approximately 10.0% of our total estimated net proceeds, or HK$56.9 million,
will be used for working capital and general corporate purposes;

— approximately 8.1% of our total estimated net proceeds, or HK$46.2 million, will
be used to enhance our production efficiency and technology in craftsmanship;
and

— approximately 5.3% of our total estimated net proceeds, or HK$29.9 million, will
be used for repayment of our bank borrowings, while such borrowings were
principally used to finance our working capital to support our business operation.

Please refer to the section headed “Future Plans and Use of Proceeds” in this
prospectus for details.

STATISTICS OF THE GLOBAL OFFERING

Based on an Offer Price of

HK$4.46 HK$6.10
per Offer Share per Offer Share
Market capitalisation (Vor¢ 1/ and (Note 3) HK$1,902.6 million ~ HK$2,602.3 million
Unaudited pro forma adjusted
consolidated net tangible assets of our
Group attributable to the owners of our
Company per Share HK§2.76 HK§3.20

Notes:

1. Such calculation is based on 426,600,000 H Shares expected to be issued following the completion of the
Global offering, but does not take into account any H Share which may be issued upon the exercise of the
Over-allotment Option.

2. Please refer to Appendix II to this prospectus for details regarding the assumptions and the calculation
method used.

3. The unaudited pro forma adjusted net tangible assets of the Company does not take into account of the
special dividend approved by our Shareholders on 10 August 2021 which resolved to amend another
resolution of the Shareholders dated 20 March 2021. The special dividend was declared from our
distributable reserves as of 31 May 2021, to the then existing Shareholders as of 31 May 2021 in
proportion to their respective shareholdings as of 31 May 2021, which amounted to RMB149.5 million
(inclusive of tax). The special dividend has been fully settled in August 2021. Had such dividend been
taken into account, the unaudited pro forma adjusted consolidated net tangible assets per Share would be
approximately HK$2.33, assuming an Offer Price of HK$4.46 per Share, and HK$2.77, assuming an Offer
Price of HK$6.10 per Share.
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OUR SHAREHOLDERS

Immediately following the completion of the Global Offering (assuming that the
Over-allotment Option is not exercised), Mr. Fei will hold and be entitled to exercise in
general meetings voting rights attached to Shares representing approximately 49.87% of the
issued share capital of our Company. Accordingly, Mr. Fei will continue to be our
Controlling Shareholder under the Listing Rules.

PRE-IPO INVESTMENTS

On 8 January 2021, Mr. Fei entered into a series of equity transfer agreements with our
Pre-IPO Investors for the transfer of an aggregate registered capital of RMB90,709,670,
representing 29.74% of the total registered capital in our Company to the Pre-IPO
Investors. The aggregate consideration of the Pre-IPO Investments was RMB184,140,630,
determined after arm’s length negotiations between Mr. Fei and each of the Pre-IPO
Investors taking into account the operating results and prospects of our business and
operating entities. The background of the Pre-IPO Investors are set out as below:

Equity interest
as at the Latest
Practicable
Pre-IPO Investor Date (%) Background of the Pre-IPO Investor

Shanghai Shuyun 6.03 A special purpose vehicle established in the
PRC by certain of our employees for the
purpose of investing in our Company, with
Mr. Zhang Huixiang (iRE#E), the
chairman of our Supervisory Committee,
and Mr. Zheng Yuhong (¥FHAL), our
executive Director as the managing
partners, each of whom also held
approximately 15.73% and 13.39% of the
equity interest in Shanghai Shuyun,
respectively.

Zhourong Lianer 4.90 A venture capital funds established in the
PRC which is engaged in asset management
and investment in the manufacturing sector
and real estate. Each of Zhourong Lianer,
its ultimate beneficial owners and their
partners is an Independent Third Party.
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Pre-I1PO Investor

Jiaxing Huiyi

Shanghai Fengchang

Mr. Qian

Mr. Fan

Ms. Huang

Mr. Lan

Equity interest
as at the Latest
Practicable
Date (%)

4.90

3.92

3.60

3.49

2.00

0.90

Background of the Pre-IPO Investor

A venture capital funds established in the
PRC which is engaged in investment
consultancy and investment in the
technology sector. Each of Jiaxing Huiyi,
its ultimate beneficial owners and their
partners is an Independent Third Party.

A special purpose vehicle established in the
PRC by certain of our employees for the
purpose of investing in our Company, with
Mr. Xia Guoping (EE-f), our executive
Director as the managing partner, who also
held approximately 20.61% of the equity
interest in Shanghai Fengchang.

The shareholder of two of our suppliers,
namely Shanghai Yongchuang Printing
Co., Ltd (L#EKAEIBARAF) (.
Supplier C) and Linxi Packaging (i.e.
Supplier H) both of which are our five
largest suppliers during the Track Record
Period, each of which were held as to 90%
by Mr. Qian.

The supervisor of Jiangsu Conant and
Shanghai Conant.

A personal acquaintance of Mr. Fei and
otherwise an Independent Third Party.

A personal acquaintance of Mr. Fei from
their hometown for more than 20 years and
otherwise an Independent Third Party.

For other details of the Pre-IPO Investment, please refer to the section headed
“History and Development — Pre-IPO Investments” in this prospectus.

— 26 —



DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions have
the following meanings. Certain other terms are explained in the section headed “Glossary”

in this prospectus.

“Articles” or “Articles
of Association”

“Asahi Holdings”

“Asahi Optical”

“Board” or
“Board of Directors”

“Board of Supervisors”

“Business Day” or
“business day”

“CAGR”

“CCASS”

“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

the articles of association of our Company, conditionally
adopted on 20 March 2021 and to take effect on the Listing
Date, as supplemented, amended or otherwise modified from
time to time, a summary of which is set out in Appendix VI

Asahi Lite Holdings Limited (¥ H &% i # A FR/ZAH]), a limited
liability company incorporated in Hong Kong on 3 July 2013 and
a direct wholly-owned subsidiary of our Company

Asahi Lite Optical Co., Ltd (X247 H e+ 7571 A1), a
stock company incorporated in Japan with limited liability on 12
December 1980

our board of Directors

our supervisory committee established pursuant to the PRC
Company Law, as described in the section headed “Directors,
Supervisors and Senior Management” in this prospectus

any day (other than a Saturday, Sunday or public holiday in
Hong Kong) on which licenced banks in Hong Kong are
generally open for normal banking business

compound annual growth rate

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant
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DEFINITIONS

“CCASS EIPO”

“CCASS Investor
Participant”

“CCASS Operational
Procedures”

“CCASS Participant”

“China” or the “PRC”

“Companies
Ordinance”

“Companies (WUMP)
Ordinance”

the application for the Hong Kong Offer Shares to be issued in
the name of HKSCC Nominees and deposited directly into
CCASS to be credited to your or a designated CCASS
Participant’s stock account through causing HKSCC Nominees
to apply on your behalf, including by (i) instructing your broker
or custodian who is a CCASS Clearing Participant or a CCASS
Custodian Participant to give electronic application instructions
via CCASS terminals to apply for the Hong Kong Offer Shares
on your behalf, or (ii) if you are an existing CCASS Investor
Participant, giving electronic application instructions through
the CCASS Internet System (https://ip.ccass.com) or through the
CCASS Phone System (using the procedures in HKSCC’s “An
Operating Guide for Investor Participants” in effect from time to
time). HKSCC can also input electronic application instructions
for CCASS Investor Participants through HKSCC’s Customer
Service Centre by completing an input request

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

the operational procedures of the HKSCC in relation to CCASS,
containing the practises, procedures and administrative
requirement relating to the operations and functions of
CCASS, as from time to time in force

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

the People’s Republic of China and, except where the context
otherwise requires and only for the purpose of this prospectus,
references to China or the PRC exclude Hong Kong, the Macau
Special Administrative Region of the PRC and Taiwan

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

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

“Company” or
“our Company”

“Conant Eyewear”

“Conant Lens”

“Conant Mexico SA”

“controlling
shareholder”

“Controlling
Shareholder(s)”

“Converted H Shares”

“Countries subject to
International
Sanctions”

“COVID-19~

Shanghai Conant Optical Co., Ltd. (75 Frt 2 RE 57 48 8 it
WA FRZA ) (formerly known as Shanghai Linwu Industrial Co.,
Ltd.* (LM EEARAF) and Shanghai Conant Optical
Co., Ltd. (LRI RGP E AR A A)), a limited liability
company established in the PRC on 20 June 2018 and
subsequently converted into a joint stock company with limited
liability on 23 February 2021

Jiangsu Conant Optics Eyewear Co., Ltd.* (VL& #5624 HR 85
AR H]) (formerly known as Jiangsu Conant Kaiyue Optical
Glasses Co., Ltd.* (LEFREMFFIEOCEIREGARAR)), a
limited liability company established in the PRC on 27 January
2011 and an indirect wholly-owned subsidiary of the Company

Conant Lens Inc., a domestic profit corporation established in
the State of Georgia, the United States, on 12 November 2010
and a wholly-owned subsidiary of the Company

Conant Optics México, S.A. de C.V., a commercial stock
corporation with variable capital incorporated in Mexico on 4
April 2011 and a direct wholly-owned subsidiary of our
Company

has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules,
including any person or group of persons who are entitled to
exercise 30% or more of the voting power at our general meeting
or are in a position to control the composition of a majority of
our Board, which as at the date of this prospectus consisted of
Mr. Fei

H Shares which will be converted from Domestic Shares
immediately upon Listing

countries regarding which governments such as the United States
or Australia, or governmental organisations, such as the
European Union or the United Nations, have, through
executive order, passing of legislation or other governmental
means, implemented measures that impose economic sanctions
against such countries or against targeted industry sectors,
groups of companies or persons, and/or organisations within
such countries

a viral respiratory disease caused by the severe acute respiratory
syndrome coronavirus 2
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DEFINITIONS

“CSRC”

“Cuba and Iran
Transactions”

“Director(s)” or
“our Directors”

“Domestic Share(s)”

“EIT”

“EIT Law”

“ESG Committee”

“Euros” or “EUR”

“Extreme Condition(s)”

“FDA”

“Frost & Sullivan”

“Frost & Sullivan
Report”

China Securities Regulatory Commission (93 A R A1 B 55
WEEMZEE), a regulatory body responsible for the
supervision and regulation of the PRC national securities
markets

the delivery of our products, either directly or indirectly to end
customers located in Cuba or Iran

the director(s) of our Company

Ordinary share in our capital, with a nominal value of RMB1.00
each, which are subscribed for and paid up in Renminbi

the PRC enterprise income tax

the PRC Enterprise Income Tax Law, issued on 16 March 2007
and effective on 1 January 2008 and amended on 24 February
2017 and 29 December 2018, respectively

the environmental, social and governance committee of the
Board

the lawful currency of the Eurozone

extreme condition(s) including but not limited to serious
disruption of public transport services, extensive flooding,
major landslides and large-scale power outage caused by a
super typhoon according to the revised “Code of Practice in
Times of Typhoons and Rainstorms” issued by the Labour
Department of the government of Hong Kong in July 2021, as
announced by the government of Hong Kong

the US Food and Drug Administration

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., the
independent industry consultant commissioned by our
Company to prepare the Frost & Sullivan Report

the independent research report commissioned by our Company
and prepared by Frost & Sullivan
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DEFINITIONS

“FSE List”

“Global Offering”

“GREEN Application
Form(s)”

2 13

“Group”, “our Group”,

13 2 13

we”, “our” or “us”

“H Share Registrar”

“H Share(s)”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong dollar(s)”
or “HK$”

“Hong Kong Offer
Shares”

“Hong Kong Public
Offering”

the list of the “Foreign Sanctions Evaders” maintained by
OFAC, which sets forth individuals and entities that are
determined to have violated, attempted to violate, conspired to
violate, or caused a violation of US sanctions on Iran or Syria;
entities on the FSE List are prohibited to transact with U.S.
persons or within the United States, but whose assets/property
interests are not subject to blocking

the Hong Kong Public Offering and the International Placing

the application form(s) to be completed by the White Form eIPO
Service Provider

our Company and its subsidiaries or, where the context so
requires, in respect of the period before our Company became the
holding company of its present subsidiaries, such subsidiaries as
if they were our Company’s subsidiaries at the relevant time, or
the businesses acquired or operated by them or (as the case may
be) their predecessors

Computershare Hong Kong Investor Services Limited

overseas listed foreign share(s) in the share capital of the
Company with nominal value of RMBI1.00 each, which are to
be subscribed for and traded in Hong Kong dollars and are to be
listed on the Stock Exchange

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

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

Hong Kong dollar(s) and cent(s), the lawful currency of Hong
Kong

the 12,160,000 H Shares (subject to reallocation) being offered by
our Company for subscription pursuant to the Hong Kong
Public Offering

the offer of the Hong Kong Offer Shares for subscription by the
public in Hong Kong at the Offer Price and on, and subject to,
the terms and conditions of this prospectus, as further described
in the section headed “Structure and Conditions of the Global
Offering” in this prospectus
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DEFINITIONS

“Hong Kong
Underwriters”

“Hong Kong
Underwriting
Agreement”

“IFRSs”

“Independent Third
Party(ies)”

“International Placing”

“International Placing
Shares”

“International
Sanctions”

“International
Sanctions Legal
Adviser”

the underwriters of the Hong Kong Public Offering listed in the
section headed “Underwriting — Underwriters for the Global
Offering — Hong Kong Underwriters” in this prospectus

the underwriting agreement dated 29 November 2021 relating to
the Hong Kong Public Offering and entered into by our
Company, the Controlling Shareholder (in his capacity as an
executive Director as well), the Sole Sponsor, the Sole Global
Coordinator and the Hong Kong Underwriters, as further
described in the section headed “Underwriting — Underwriting
Arrangements and Expenses — Hong Kong Underwriting
Agreement” in this prospectus

International Financial Reporting Standards, which include
standards, amendments and interpretations promulgated by the
International Accounting Standards Board and the International
Accounting Standards and interpretation issued by the
International Accounting Standards Committee

an individual(s) or a company(ies) who or which, as far as our
Directors are aware after having made all reasonable enquiries,
is/are not a connected person of our Company within the
meaning of the Listing Rules

the conditional offering of the International Placing Shares by
the International Underwriters with professional, institutional
and other investors by the International Underwriters on behalf
of our Company as described in the section headed “Structure
and Conditions of the Global Offering” in this prospectus

the 109,440,000 H Shares (subject to reallocation) offered by our
Company pursuant to the International Placing, together with,
where relevant, any additional H Shares to be sold pursuant to
the exercise of the Over-allotment Option

all applicable laws and regulations related to economic sanctions,
export controls, trade embargoes and wider prohibitions and
restrictions on international trade and investment related
activities, including those adopted, administered and enforced
by the US Government, the European Union and its member
states, United Nations or the Government of Australia

Stephen Peepels, our legal adviser as to International Sanctions
laws in connection with the Listing
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DEFINITIONS

“International
Underwriters”

“International
Underwriting
Agreement”

]

“Japan Legal Advisers’

“Jiangsu Asahi”

“Jiangsu Blue”

“Jiangsu Conant”

“Jiangsu Production
Base”

“Jiaxing Huiyi”

“Joint Lead Managers”

“Laboratorio Opticos
SA”

“Latest Practicable
Date”

the group of international underwriters who are expected to
enter into the International Underwriting Agreement to
underwrite the International Placing

the international underwriting agreement relating to the
International Placing and to be entered into by, among others,
our Company, the Sole Global Coordinator and the
International ~ Underwriters on or about the Price
Determination Date, as further described in the section headed
“Underwriting — Undertakings Pursuant to the Listing Rules —
The International Placing” in this prospectus

Kamimura Ohira & Mizuno, our legal advisers as to Japanese
laws in connection with the Listing

Jiangsu Asahi Optical Co., Ltd.* (VLEf#AHECEAMRAR), a
limited liability company established in the PRC on 8§ November
2019 and an indirect wholly-owned subsidiary of our Company

Jiangsu Blue Optics Lens Co., Ltd* (7L#f%: B IREEAHRAF]), a
limited liability company established in the PRC on 21 December
2006 and is owned as to 49% by Jiangsu Conant

Jiangsu Conant Optics Co., Ltd.* (JLERFEM Frt2ARAF]), a
limited liability company established in the PRC on 25 December
2006 and a wholly-owned subsidiary of the Company

the production base, which is located in Jiangsu, PRC operated
by our Group for, among others, the manufacturing of our resin
spectacle lenses products

Jiaxing Huiyi Investment Partnership (Limited Partnership)* (3
BLEZWESBLEHEREY)), one of the Pre-IPO Investors

Guotai Junan Securities (Hong Kong) Limited, HTF Securities
Limited and Ever-Long Securities Company Limited

Laboratorios y Servicios Opticos, S.A. de C.V., a commercial
stock corporation with variable capital incorporated in Mexico
on 24 January 2014 and an indirect wholly-owned subsidiary of
our Company

21 November 2021, being the latest practicable date for
ascertaining certain information contained in this prospectus
prior to the printing of this prospectus
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DEFINITIONS

“Linxi Packaging”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“Mandatory
Provisions”

L‘MOF??
“MOFCOM”

“Mr. Fan”

“Mr. Fei”

33 MXN”

“National People’s
Congress”

Linxi Packaging Materials Technology Qidong Co., Ltd. (%%t
MBI RORA R/ F), a  limited liability company
established in the PRC on 19 June 2020 and is held as to 90%
by Qian Yaoming (£##H]), a Pre-IPO Investor, and 10% by Xi
Xiuhua (27 #), his spouse

the listing and the commencement of dealings of our H Shares on
the Main Board

the Listing Committee of the Stock Exchange

the date on which dealings in our H Shares first commence on the
Main Board, which is expected to be on Thursday, 16 December
2021

the Rules Governing the Listing of Securities on the Stock
Exchange, as amended, supplemented or otherwise modified
from time to time

the stock market (excluding the option market) operated by the
Stock Exchange which is independent from and operated in
parallel with GEM of the Stock Exchange

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas (F|5i4k i/ 7 =LA
#X), for inclusion in the articles of association of companies
incorporated in the PRC to be listed overseas, promulgated by
the former State Council Securities Committee and other PRC
government departments on 27 August 1994 and became
effective on the same date, as amended, supplemented or
otherwise modified from time to time

the PRC Ministry of Finance (H#E A F& A 5 B L)
the PRC Ministry of Commerce (3 A F& 3B i 75 50)

Fan Senxin ({&#%#%), our former Supervisor until 22 February
2021, the supervisor of Jiangsu Conant and Shanghai Conant,
and a Shareholder

Fei Zhengxiang (% £ #)), the founder of our Group, chairman of
our Board, an executive Director, the general manager of our
Company and our Controlling Shareholder

the Mexican Pesos, the lawful currency of Mexico

the National People’s Congress of the PRC (H 3¢ A R L1 5] 2= [
ANRARFEKE)
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DEFINITIONS

“Non-competition
Undertaking”

“OECD”

“OFAC”

“Offer Price”

“Offer Share(s)”

“Over-allotment
Option”

“PRC Company Law”

“PRC GAAP”

“PRC Legal Advisers”

the non-competition undertaking dated 22 November 2021
entered into by our Controlling Shareholder with and in favour
of our Company (for ourselves and as trustee for each of our
subsidiaries), particulars of which are set out in the section
headed “Relationship with Controlling Shareholder —
Non-Competition Undertaking” in this prospectus

Organisation for Economic Co-operation and Development

The US Treasury Department’s Office of Foreign Assets
Control, the principal US regulator implanting and enforcing
US International Sanctions programmes and policies

the final offer price per Offer Share in Hong Kong (exclusive of
brokerage, SFC transaction levy and Stock Exchange trading
fee) of not more than HK$6.10 and expected to be not less than
HK$4.46 at which Hong Kong Offer Shares are to be subscribed
and which will be determined in the manner further described in
the section headed “Structure and Conditions of the Global
Offering” in this prospectus

the Hong Kong Offer Shares and the International Placing
Shares, collectively, and where relevant, together with any
additional H Shares which may be issued pursuant to the
exercise of the Over-allotment Option

the option to be granted by our Company to the Sole Global
Coordinator (for itself and on behalf of the International
Underwriters) under the International Underwriting Agreement
pursuant to which our Company may be required to sell up to an
additional aggregate of 18,240,000 H Shares (in aggregate
representing approximately 15% of the Offer Shares initially
being offered under the Global Offering) at the Offer Price

the Company Law of the PRC* ({(HF#E ANRILFMEI A A]E)), as
enacted by the Standing Committee of the Eighth National
People’s Congress on 29 December 1993 and effective on 1 July
1994, as amended, supplemented or otherwise modified from
time to time

the Accounting Standards for Business Enterprises ({3 & 51 &
All) promulgated by the Ministry of Finance

Han Kun Law Offices, our legal advisers as to PRC laws in
connection with the Listing
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DEFINITIONS

“Pre-1PO
Investment(s)”

“Pre-I1PO Investor(s)”

“Price Determination
Agreement”

“Price Determination
Date”

“Qitian Technology”

“Regulation S”

“RMB” or “Renminbi”

“Sabae Production
Base”

“SAFE”

“SAIC”

the Pre-IPO Investment(s) in our Company undertaken by the
Pre-IPO Investor(s), details of which are set out in “History and
Development — Pre-IPO Investments”

Shanghai Shuyun, Zhourong Lianer, Jiaxing Huiyi, Shanghai
Fengchang, Qian Yaoming (81 /1), Mr. Fan, Huang Anfen (3%
%5¥) and Lan Zhiping (MiE°F) or, where the context so
requires, any of them, details of which are set out in “History
and Development — Pre-IPO Investments — Information about
the Pre-IPO Investors”

the agreement to be entered into by the Sole Global Coordinator
(for itself and on behalf of the Underwriters) and us on the Price
Determination Date to record and fix the Offer Price

the date, which is expected to be on or around Thursday, 9
December 2021, but no later than Wednesday, 15 December
2021, on which the Offer Price is fixed for the purposes of the
Global Offering

Qitian Technology Group Co., Ltd. (i KB} 57 48 8 ik 1 A RS 7))
(formerly known as Shanghai Conant Optics Co., Ltd. (_E ¥ 5}
BB ABRAR) from 5 December 1996 to 28 April 2008,
Shanghai Conant Optics Co., Ltd. (78R L8 0% 0 A FRA
Al) from 29 April 2008 to 23 July 2017 and Shanghai Conant
Macroflag Group Co., Ltd. (LR e R 48 B % 0y
AR FE]) from 24 July 2017 to 14 January 2020), a joint stock
limited company established in the PRC whose shares are listed
on the ChiNext Market of the Shenzhen Stock Exchange (stock
code: 300061)

Regulation S under the US Securities Act
Renminbi, the lawful currency of the PRC

the production base, which is located in Sabae, Fukui Prefecture,
Japan operated by our Group for, among others, the
manufacturing of our resin spectacle lenses products

the State Administration for Foreign Exchange of the PRC (" %#E
N BRI (2 52 S HE A 3L AT

the State Administration for Industry & Commerce of the PRC
(rhE N R LR I R K T p AT B B AR D)
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DEFINITIONS

ER]

“Sanctioned Person(s)

“SAT”

“SDN List”

“SFC”

“SFO”

“Shanghai Blue”

“Shanghai Conant”

“Shanghai Fengchang”

“Shanghai Production
Base”

“Shanghai Shuyun”

“Share(s)”

“Shareholder(s)”

certain person(s) and identity(ies) listed on OFAC’s Specially
Designated Nationals and Blocked Persons List or other
restricted parties lists maintained by the United States,
European Union, United Nations or Australia

the State Administration of Taxation of the PRC (H % A R ILAN
I I 5 BT 4 )

the list of Specially Designated Nationals and Blocked Persons
maintained by OFAC, which sets forth individuals and entities
that are subject to its sanctions and restricted from dealing with
US persons

the Securities and Futures Commission of Hong Kong

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

Shanghai Blue Optics Lens Co., Ltd.* (i EE[E R85 AH R A A, a
limited liability company established in the PRC on 25 May 2001
and is owned as to 49% by Mr. Zhang Aiguo (58 %H) and 51%
by Ms. Wang Ying (E##H), spouse of Mr. Zhang Aiguo, each of
whom is an Independent Third Party

Shanghai Conant Optics Co., Ltd.* (RS A BRA )
(formerly known as Shanghai Conant Optics Sales Co., Ltd.* (&
VR RO B A R H)), a limited liability company
established in the PRC on 13 April 2011 and a wholly-owned
subsidiary of the Company

Shanghai Fengchang Enterprise Management Partnership
(Limited Partnership)* (b EGMBEERGBAEAIRER)),
one of the Pre-IPO Investors

the production base, which is located in Shanghai, PRC operated
by our Group for, among others, the manufacturing of our resin
spectacle lenses products

Shanghai Shuyun Enterprise Management Partnership (Limited
Partnership)* (LHFELEETHLEBLEARAEE)), one of
the Pre-IPO Investors

Domestic Share(s) and/or H Share(s)

holder(s) of the Share(s)
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DEFINITIONS

“Sole Global
Coordinator” and
“Sole Bookrunner”

“Sole Sponsor”

“Special Regulations”

“SSI List”

]

“Stabilising Manager’

“State Council”
“Stock Exchange”
“Supervisor(s)”

“Takeovers Code”

“Track Record Period”

“Underwriters”

“Underwriting
Agreements”

Guotai Junan Securities (Hong Kong) Limited, a licenced
corporation under the SFO to carry out type 1 (dealing in
securities), type 2 (dealing in futures contracts) and type 4
(advising on securities) regulated activities as defined in the SFO

Guotai Junan Capital Limited, being the sole sponsor to the
Listing and a licenced corporation under the SFO to carry out
type 6 (advising on corporate finance) regulated activity as
defined in the SFO

the Special Regulations of the State Council on the Overseas
Offering and Listing of Shares by Joint Stock Limited
Companies (55 Bt B R B A7 BRAA 7458 05548 ey b B T A e
AELE), issued on 4 August 1994 and effective on 25 December
1995

the list of the Sectoral Sanctions Identifications parties
maintained by OFAC, which sets forth entities designated by
OFAC in Russia’s energy, financial and/or defence sectors that
are subject to more limited, sectoral, sanctions imposed under
one or more OFAC Directives that prohibit certain (but not all)
dealings with US persons or within the United States

Guotai Junan Securities (Hong Kong) Limited, a licenced
corporation under the SFO to carry out type 1 (dealing in
securities), type 2 (dealing in futures contracts) and type 4
(advising on securities) regulated activities as defined in the SFO

the State Council of the PRC ("1 3£ A K 0 B B 75 B¢
The Stock Exchange of Hong Kong Limited
the supervisor(s) of our Company

the Hong Kong Code on Takeovers and Mergers issued by the
SFC, as amended, supplemented or otherwise modified from
time to time

the period comprising the three years ended 31 December 2018,
2019 and 2020 and five months ended 31 May 2021

collectively, the Hong Kong Underwriters and the International
Underwriters

collectively, the Hong Kong Underwriting Agreement and the
International Underwriting Agreement
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DEFINITIONS

“United States” or the United States of America
GGUS”
“US Securities Act” the United States Securities Act of 1933, as amended,

supplemented or otherwise modified from time to time

“USD” or “US$” United States dollar(s), the lawful currency of the United States

“VSD”

voluntary self-disclosure filing made by the Company to OFAC
to assist in resolving any issues related to the Cuba and Iran
Transactions

“White Form eIPO” the application for Hong Kong Offer Shares to be issued in the

applicant’s own name by submitting applications online through
the designated website of White Form eI[PO Service Provider at
www.eipo.com.hk

“White Form elPO Computershare Hong Kong Investor Services Limited
Service Provider”

“Yen” or “¥” or “JPY” Japan Yen, the lawful currency of Japan

“Zhourong Lianer” Ningbo Meishan Bonded Port Zone Zhourong Lianer

33 b2

sq. m.

“%”

Investment Partnership (Limited Partnership) (A 11 FRFBLHE
wS AR ES B EE(ERAY)), one of the Pre-IPO
Investors

square metre(s)

per cent

Unless otherwise expressly stated or the context otherwise requires, in this prospectus:

all times refer to Hong Kong time and references to years in this prospectus are to
calendar years;

the terms “associate(s)”, “close associate(s)”, “connected person(s)”, “core
connected person(s)”’, ‘“connected transaction(s)”, “subsidiary(ies)” and
“substantial shareholder(s)” shall have the meanings ascribed to such terms in the
Listing Rules,

all data in this prospectus is as at the Latest Practicable Date;

certain amounts and percentage figures included in this prospectus have been subject
to rounding adjustments. Accordingly, figures shown as totals in certain tables may
not be an arithmetic aggregation of the figures preceding them,; and
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DEFINITIONS

o all relevant information in this prospectus assumes no exercise of any of the
Over-allotment Option.

The English names of the PRC laws, rules, regulations, nationals, entities, governmental
authorities, institutions, facilities, certificates and titles etc. mentioned in this prospectus,
including those marked with “*”, are translations from their Chinese names and are for

identification purpose only. If there is any inconsistency between the Chinese names and their
English translations, the Chinese names shall prevail.
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GLOSSARY

This glossary contains an explanation of certain technical terms used in this prospectus
as they relate to our Company and as they are used in this prospectus in connection with our
business or us. Such terminology and meanings may not correspond to standard industry
meanings or usages of those terms.

“customised lens(es)”

“ERPM

“FOB”

“ISO”

“ISO 9001:2015”

“ISO 13485:2016”

“kg”

“ODM’?

“standardised lens(es)”

customised resin spectacle lens

Enterprise Resource Planning, an information technology system
integrating internal and external information such as accounting,
financial information, human resources management, inventory
management and warechouse management to facilitate
automation of business operations

free on board, which means that the seller pays for
transportation of the goods to the port of shipment as well as
loading costs; the buyer pays cost of marine freight transport,
insurance, unloading and transportation from the arrival port to
the final destination; and the passing of risks occurs when the
goods are loaded on board at the port of shipment

acronym for a series of quality management and quality
assurance standards published by International Organisation
for Standardisation, a non-government organisation based in
Geneva, Switzerland, for assessing the quality systems of
business organisations

a standard of the ISO9000 series, which specifies the
requirements for a quality management system of an
organisation to consistently provide products that meet
customer requirements and applicable statutory and regulatory
standards

a standard of the ISO13485 series, which specifies the
requirements for a quality management system where an
organisation to demonstrate its ability to provide medical
devices and services that consistently meet customer
requirements and regulatory requirements

kilogram

acronym for original design manufacturing, where a
manufacturer designs and manufactures a product which is
expected to be branded by another company for its subsequent
sale

standardised resin spectacle lens
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements, including, without limitation,

M LR T3 9 e

words and expressions such as “expect”, “believe”, “plan”, “intend”, “estimate”, “project”,

RT3 RIS

“potential”, “anticipate”, “seek”, “may”, “will”, “would”, “should” and “could” or similar
words or statements, in particular, in the sections headed “Summary”, “Risk Factors”,
“Industry Overview”, “Business”, “Financial Information” and “Future Plans and Use of
Proceeds” in this prospectus in relation to future events, our future financial, business or
other performance and development, the future development of our industry and the future
development of the general economy of our key markets.

These statements are based on numerous assumptions regarding our present and future
business strategy and the environment in which we will operate in the future. These
forward-looking statements reflecting our current views with respect to future events are
not a guarantee of future performance and are subject to certain risks, uncertainties and
assumptions, including the risk factors described in this prospectus, and the following:

e our Group’s business objectives, implementation plans and use of proceeds;

e the amount and nature of, potential for, future development of our Group’s
business;

e our Group’s operation and business prospects;

e our Group’s dividend policy;

e the regulatory environment of our Group’s industry in general;

° general economic, market and business conditions in the PRC and the overseas;
e changes or volatility in foreign exchange rates;

e the products, actions and developments of our competitors;

e  general political and economic conditions in the PRC and overseas;

e capital market developments;

e  our ability to attract and retain customers;

e our ability to attract and retain qualified employees and key personnel;

e  our ability to protect our brand, trademarks or other intellectual property rights;
e changes in restrictions on foreign currency convertibility and remittance abroad;
e the future development and trends in our Group’s industry; and

e risks identified under the section headed “Risk Factors” in this prospectus.
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Our Directors confirm that these forward-looking statements are made after due and
careful consideration.

These forward-looking statements are based on current plans and estimates, and speak
only as of the date they are made. Our Company undertakes no obligations to update or
revise any forward-looking statement in light of new information, future events or
otherwise. Forward-looking statements involve inherent risks and uncertainties and are
subject to assumptions, some of which are beyond our Group’s control. Our Company
cautions you that a number of important factors could cause actual outcomes to differ, or
to differ materially, from those expressed in any forward-looking statements.

Due to these risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way our Company
expects, or at all. Accordingly, you should not place undue reliance on any forward-looking
information. All forward-looking statements contained in this prospectus are qualified by
reference to the cautionary statements set forth in this section as well as the risks and
uncertainties discussed in the section headed “Risk Factors” in this prospectus.
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In addition to other information in this prospectus, you should carefully consider the
following risk factors before making an investment in the H Shares. Our business, operation,
financial condition or results of operations could be materially and adversely affected by any
of these risks. The trading price of the H Shares could decline due to any of these risks and
vou may lose all or part of your investment. Additional risks and uncertainties not presently
known to us or which we currently deem immaterial may arise or become material in the
future and may have a material effect on us.

RISKS RELATING TO OUR BUSINESS

We rely on international markets and therefore subject to any material adverse changes to
these markets.

Currently, apart from the operating subsidiaries in the PRC, we have operating
subsidiaries in Japan, Mexico and the United States. Further, during the Track Record
Period, a significant portion of our Group’s revenue is generated from various regions
including Asia (except the PRC), United States, Europe, Americas, Africa and Oceania. For
the three years ended 31 December 2018, 2019 and 2020 and the five months ended 31 May
2021 approximately 85.3%, 84.0%, 76.2% and 74.9% of our revenue, respectively are
generated from the regions other than the PRC. In particular, approximately 17.9%,
15.0%, 18.6% and 18.9% of our revenue are generated from the United States respectively.
Please refer to the section headed “Business — Overview” in this prospectus for details.

Our Directors expect the export sales of our products will continue to account for a
significant portion of our revenue in the near future. In light of the above and our overseas
operation, we are subject to a number of risks and uncertainties associated with overseas
sales and operation, including: (i) global economic downturn in overseas markets which
affect general consumer confidence; (ii) exchange rate fluctuation in foreign currencies (in
particular, RMB against USD); (iii) trade barriers, such as tariffs, taxes, trade bans, import
control and other restrictions; (iv) increases costs associated with understanding the
overseas market trend and maintaining overseas marketing and sales activities; (v) inability
to maintain or enforce intellectual property rights in overseas jurisdictions; (vi) local
economic, political, social and labour instabilities; (vii) changes in foreign laws, regulations
requirements, trade, monetary or fiscal policies and industry standards; (viii) natural
disasters, acts of war, domestic or international terrorist attacks and hostilities or other
complications; (ix) difficulty of effective enforcement of contractual provisions in local
jurisdictions; (x) potential disputes with foreign parties we work with; (xi) exposure to
litigation or third-party claims outside of the PRC; (xii) economic sanctions, trade
restrictions, discrimination, protectionism or unfavourable policies against PRC
companies; (xiii) enforcement of anti-corruption and anti-bribery laws, such as the
Foreign Corrupt Practices Act, or FCPA; (xiv) the effects of applicable local tax regimes,
royalties and other payment obligations owed to local governments, and potentially adverse
tax consequences; (xv) disruptions of capital and trading market; (xvi) restrictions on the
transfer or repatriation of funds and foreign investments; and (xvii) concerns of local
governments and regulators on our products and on the relevant management
arrangements.
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Certain federal, state and international healthcare laws and regulations of the United
States pertaining to fraud and abuse and patients’ rights are applicable to our business. For
example, under the federal Anti-Kickback Statute of the United States, which prohibits,
among other things, any person from knowingly and willfully offering, soliciting, receiving,
or providing remuneration, directly or indirectly, to induce either the referral of an
individual, for, among others, the purchasing or ordering of a good (which includes
spectacle lens), for which payment may be made under federal healthcare programmes such
as the Medicare and Medicaid programmes. Further, the federal physician sunshine
requirements under the Patient Protection and Affordable Care Act of 2010 of the United
States, which requires manufacturers of, among others, devices (which include spectacle
lens) to report annually to the Centers for Medicare & Medicaid Services information
related to payments and other transfers of value relating to, among others, certain devices
(which include spectacle lens) to physicians, other healthcare providers, and teaching
hospitals, and ownership and investment interests held by physicians and other healthcare
providers and their immediate family members. For further details on how healthcare fraud
and abuse laws and regulations of the United States may affect our ability to operate, please
refer to the paragraph titled “Regulatory Overview — Healthcare Fraud and Abuse Laws
and Regulations” in this prospectus. In view of the breadth of the relevant laws and the
limited statutory exceptions and safe harbours available, our business activities which is
subject to the jurisdictions of the United States could be affected under certain federal, state
and international healthcare laws and regulations pertaining to fraud and abuse and
patients’ rights whereby our customers in the United States and/or our end-user customers
may be subject to investigation or be accused of violating the prohibition under the
Anti-Kickback State of the United States and our sales to these customers may be affected
if they are found to have violated such law and in extreme cases are closed down as a result.

We cannot assure that the occurrence of the aforesaid uncertainties would not affect a
particular country such as the United States which have material impact on other countries.
Any occurrence of these uncertainties could have a material adverse effect on the continuity
of our business, results of operations and financial condition.

Our financial performance and results of operations may be adversely affected by trade
protectionism and global trade policies.

Our export sales of spectacle lenses products may be affected by adverse changes and
developments in trade protectionism and global trade policies beyond our control, such as
imposition of trade barriers, sanctions and boycotts. If such measures are introduced or
imposed by the government of our major markets such as Asia (other than the PRC), the
United States and Europe, it is expected that the international trade and overall export
volume and value to those markets will be adversely affected. As such, the sales amount and
financial performance of spectacle lenses product manufacturers such as our Group may be
adversely affected. Trade protectionism may also bring volatility in the financial markets,
which may slow down economic activities in our major export markets and in turn adversely
affecting our financial performance and business strategies in major markets.
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Our revenue attributable to customers in United States represented approximately
17.9%, 15.0%, 18.6% and 18.9% of our total revenue for the three years ended 31
December 2018, 2019 and 2020 and the five months ended 31 May 2021, respectively. As a
result of the trade tensions between the United States and the PRC which emerged in late
2018, the United States government has imposed additional duties of 10% ad valorem on
eyewear products. Please refer to the section headed “Business — Impact of the trade
tensions between the United States and the PRC” in this prospectus for details. We cannot
assure that there would not be anti-dumping duties, further additional tariffs or quota fees
be imposed on our products to be exported to the United States or to our other major
markets in the future, in which case, it could make our products less price competitive to
our customers in the United States. This could adversely impact our revenue derived from
the United States. Any trade restrictions imposed by the United States governments on our
products could significantly increase our customers’ purchase costs of our products
produced by us in the PRC. If our customers in the United States cease to place purchase
orders with us in the same quantities or at all, and we are unable to locate alternative
customers to place purchase orders with us in the same quantities, or at the same price, or at
all, to make up for the reduction in sales, our sales volume, profitability and results of
operations could be adversely affected. Furthermore, we cannot assure you that we will be
able to respond quickly to any economic, market or regulatory changes in the United States
market, and any failure to do so may cause an adverse effect on our business performance,
financial condition and results of operations.

We place reliance upon Supplier A as supplier of resin monomers.

During the Track Record Period, a substantial portion of resin monomers for the
production of our spectacle lenses products were supplied by Supplier A. According to the
Frost & Sullivan Report, Supplier A is the dominant supplier of 1.74 Monomers. There are
very few other suppliers of 1.74 Monomers in the industry which are able to supply 1.74
Monomers with stable quantity and quality. Supplier A is our largest supplier which has the
business relationship with us of approximately ten years. Supplier A accounted for
approximately 40.5%, 41.8%, 41.5% and 41.6% of our total purchases for the three years
ended 31 December 2018, 2019 and 2020 and the five months ended 31 May 2021,
respectively. During the same period, our purchase of 1.74 Monomer from Supplier A
amounted to approximately RMBI16.1 million, RMB22.6 million, RMB35.6 million and
RMB23.7 million, representing approximately 3.9%, 4.4%, 6.6% and 9.6% of our total
purchases. Please refer to the section headed “Business — Suppliers — Our relationship
with Supplier A” in this prospectus for details. We cannot assure that (i) we will be able to
maintain business relationships with Supplier A; or (ii) there would not be any decrease,
disruption or cessation of the supply of resin monomer of different refractive index at the
reasonable price to us, or at all. In particular, Supplier A was our only supplier of 1.74
Monomers during the Track Record Period. In view of the considerable revenue
contribution of our lenses of refractive index of 1.74 (representing approximately 13.9%,
16.5%, 15.9% and 17.1% of our total revenue during the Track Record Period, comprising
of (i) standardised lenses of approximately 13.1%, 15.4%, 14.5% and 15.9% of our total
revenue and (ii) customised lenses of approximately 0.8%, 1.1%, 1.4% and 1.2% of our
total revenue during the Track Record Period), the dominating status of Supplier A as 1.74
Monomers supplier in the industry, our negligible revenue contribution to the relevant
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business segment of Supplier A (i.e. basic materials) during the Track Record Period and
the remote likelihood that we are able to secure a stable supply of 1.74 Monomers from
other suppliers up to the quality, in the event that Supplier A does not provide 1.74
Monomers to us for whatever reason, we may not be able to manufacture resin spectacle
lens with refractive index of 1.74. Insofar as other resin monomers with different refractive
index is concerned, in the event that we cannot locate alternative suppliers for replacement
in a timely manner and/or on comparable commercial terms, our business operation may be
hindered, which would materially and adversely affect our profitability.

We generally do not enter into long-term supply agreements with our suppliers.

We source various raw materials from our suppliers for our spectacle lenses
manufacturing business. For the three years ended 31 December 2018, 2019 and 2020 and
the five months ended 31 May 2021, our total purchases amounted to approximately
RMB414.8 million, RMB521.0 million, RMB539.4 million and RMB246.9 million
respectively. The total purchases of our five largest suppliers amounted to approximately
RMB267.8 million, RMB345.2 million, RMB336.4 million and RMBI161.6 million,
respectively, for the three years ended 31 December 2018, 2019 and 2020 and for the five
months ended 31 May 2021, which accounted for approximately 64.5%, 66.3%, 62.4% and
65.5% of our total purchases during the same period. We rely on the ability and efficiency
of suppliers to supply up-to-standard raw materials to us for our further processing.
However, other than with Supplier A, we generally do not enter into long-term supply
agreements with our suppliers and will negotiate prices with our suppliers on a case-by-case
basis. Please refer to the section headed “Business — Suppliers” in this prospectus for
details.

In the event that the price of our raw materials increases, we may not be able to
negotiate a competitive price of the raw materials with our suppliers. As a result, we may
need to pass the increased price, in whole or in part, onto our customers which may or may
not be successful. Our inability to pass on or a delay in adjusting our selling price could
adversely affect our profitability, financial conditions and results of operations.

If any of our suppliers cannot satisfy our order requirements, we may experience an
interruption, reduction or cessation of raw material supplies and will be required to seek
alternative suppliers. Furthermore, we cannot assure you that the raw materials supplied to
us will not be defective or of a sub-standard. Any delay in the delivery of or defect in raw
materials may affect or delay our production schedule, and if we cannot secure alternative
suppliers of raw materials of similar quality from other suppliers at prices and terms
acceptable to us, we may not be able to deliver our products to our customers on time. As a
result, we may lose customer confidence, and our results of operations and financial
condition may be materially and adversely affected.
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We principally rely on placing of orders by our customers on an order-by-order basis and
demand for our products may fluctuate.

Given that we sell our products to numerous countries and it may be difficult for us to
enter into the sales agreements with customers in various locations, we accept the purchase
orders placed by the overseas customers to sell our products. For the domestic sales in the
PRC, we generally enter into sales framework agreements with our customers excluding the
individual end-users, which normally sets out, among others, prices, product quality
requirement and settlement and delivery arrangement. Our customers still require to place
individual purchase orders with us each time when they need our products despite sales
framework agreements or distributorship agreements have been entered into. Please refer to
the section headed “Business — Customers — Sales Arrangement” in this prospectus for
details.

In view of the above sales arrangement, we cannot guarantee that all of our customers
will continue to place orders with us. In particular, we cannot guarantee that we will be able
to maintain or improve our relationships with all of our customers and any of them may
terminate their respective relationships with us. As a result, the volume of our customers’
orders and hence our product mix may vary from period to period. Any delay or decrease in
number or contract value of orders obtained from our customers could have a material and
adverse effect on our operations and profitability.

We may not be able to identify and respond to the latest trends and end-users’ demand in a
timely manner.

During the Track Record Period, the sales to retailers and individual end-users
accounted only for approximately 17.6%, 17.1%, 19.3% and 19.9% for the three years
ended 31 December 2018, 2019 and 2020 and five months ended 31 May 2021 respectively
whilst the majority of our sales were to spectacle lens brand owners and intermediaries. In
view of the above, we may not be able to collect the end-users’ feedbacks on the quality or
areas for improvement of our spectacle lens products in an efficient manner which may
affect our ability to identify and respond to the latest trends and end-user’s demand in a
timely manner. We consider such ability to identify and respond to be vital as we operate in
a rapidly evolving industry affected by changing end-users’ preferences. The purpose of
usage of eyewear products change from time to time, depending on the trends, fluctuations
in consumer preferences and demand. For instance, it is believed that the general purpose of
people to wear the eyewear products is for vision correction. Along with development of the
economy, the consumers may purchase the eyewear products for fashionable purpose
without vision correction and some consumers may demand the eyewear products for
health-care purpose such as blue-ray blocking. Such change of the purpose of usage of the
eyewear products would affect our focus on the product development of our spectacle lens.
Our growth and financial performance are reliant on our ability to identify, pinpoint and
respond to trends in the eyewear industry in a timely manner. Hence, if we fail to identify
and respond rapidly and effectively to the fast changing trends and end-users’ demand, we
may not be able to maintain our sales and as a result, our operating results may be adversely
affected.
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Our success depends on the ability to retain our Directors, senior management and key
personnel, and recruit new talents.

Our future growth largely depends on the continuing contribution from, and our
ability to retain, our Directors, senior management and key personnel. The expertise and
experience of our senior management in our industry are crucial to our success. Please refer
to the section headed “Directors, Supervisors and Senior Management” in this prospectus
for details. Our success also depends on our key personnel with extensive technical and
research and development experience in the eyewear industry. We cannot assure you that
the service of our Directors, senior management and key personnel will continue in the
future. Should any of our current Directors, senior management or key personnel become
unable or unwilling to work for us, we may incur additional expenses to recruit and retain
suitable replacements. In the event that we are unable to recruit new talents who have
similar knowledge or experience, or if any of our Directors, senior management or key
personnel joins our competitors or establishes a new company that becomes a competitor,
our business may be adversely affected.

Failure to obtain or renew any or all of the licences, certificates and permits our business
requires could adversely affect our business, financial condition and results of operations.

We are required to maintain various licences, certificates and permits as set out in the
section headed “Business — Licences, Permits and Registration” in this prospectus for our
operations. We are also required to comply with applicable standards in relation to our
production processes, in particular, our production bases in the PRC are subject to annual
product quality inspection by the regulatory authorities for compliance with the relevant
laws and regulations in the PRC. If we fail to pass these inspections, or otherwise obtain or
renew our licences, certificates and permits, it could lead to temporary or permanent
suspension of some or all of our production activities which would adversely affect our
business, financial condition and results of operations.

Our business plan is subject to certain uncontrollable risks and the outcome of our business
plan may not follow our original expectation.

We have set our future plans in the sections headed “Business — Business Strategies”
and “Future Plans and Use of Proceeds” in this prospectus. The successful implementation
of these business strategies depends on various factors, including, among other things,
market condition and demand, availability of resources, competition and government
policy, and some of these factors are beyond the control of our Group and by nature, are
subject to uncertainty. As such, we may not be able to expand as planned or the cost
incurred under our business strategies may not follow the original expectation. If we have
allocated resources to expand our business based on our business plan but subsequently the
demand of our products reduces due to various uncontrollable factors such as market
change, our financial position may be adversely affected. Besides, any over-expansion could
exert pressure on our limited managerial, operational and financial resources and may in
turn pose risks to our operational and financial stability.
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In particular, we planned to set up a total of 10 physical eyewear stores in Shanghai by
30 November 2022 with the expected planned capital expenditure of approximately RMB2.1
million for each physical eyewear store and the estimated payback period of approximately
21 months after the commencement of business. However, we only had limited experience in
managing stores given that we did not put much focuses on the sales through our retail
shopfronts during the Track Record Period. Further, the successful expansion of the above
physical stores depends on various factors, including our ability to identify suitable
candidates possessing relevant managing experience, the actual consumer purchasing power
in Shanghai, our ability to identify area within the prime location in Shanghai with rental
cost commercially acceptable to us and the actual revenue generated from such stores. As
such, we may not be able to expand as planned or that the actual payback period could be
longer than expected.

In view of such uncertainties, there is no assurance that our future plans will
materialise, or be completed by the predetermined timeframe, or that our objectives will be
fully or partially achieved in which case, our business, profitability and financial condition
in the future may be materially and adversely affected.

Our cash flow may deteriorate due to potential mismatch in time between receipt of payments
from our customers and payments to our suppliers, and we may take a long time to collect our
trade receivables.

There are often time lags between receiving payments from our customers and making
payments to our suppliers, resulting in potential cash flow mismatch. The extent of such
cash flow mismatch is illustrated by the differences between our trade payables turnover
days and trade receivables turnover days. For the three years ended 31 December 2018,
2019 and 2020 and the five months ended 31 May 2021, our trade payables turnover days
were approximately 27 days, 26 days, 35 days and 32 days respectively, while our trade
receivables turnover days were approximately 61 days, 62 days, 73 days and 62 days
respectively. Please refer to the section headed “Financial Information — Description of
Selected Items of Consolidated Statements of Financial Position” in this prospectus for
details. Given such disparity between our trade receivables turnover days and trade
payables turnover days during the Track Record Period, in the event that we fail to receive
payments from our customers on a timely basis resulting in causing us not able to fulfil our
payment obligation to our suppliers, our suppliers may delay or even cease to provide the
raw materials to us. Consequently, our production, our cash flows and financial
performance could be affected adversely and materially.

We recorded net current liabilities in the past.

As at 31 December 2018, we had net current liabilities of approximately RMB123.5
million, compared to our net current assets of approximately RMB429.2 million,
RMB503.4 million and RMBS535.4 million as at 31 December 2019 and 2020 and 31 May
2021, respectively. Our net current liabilities as at 31 December 2018 was primarily
attributable to (i) the amounts due to related parties of approximately RMB416.1 million
which represented the amounts due to the Controlling Sharcholder and his controlled
companies; and (ii) the interest-bearing bank loans and other borrowings of approximately
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RMB205.8 million which was principally used to finance the regrouping of the entities now
comprising our Group. There can be no assurance that we will not have a net current
liability position in the future. Having significant net current liabilities could constrain our
operational flexibility and adversely affect our planned expansion plans and our business
operations.

We are exposed to fair value change of our financial assets at fair value through profit or loss
and valuation uncertainty.

We may from time to time make investments in suitable financial products by using our
idle cash to optimise our usage of working capital based on our treasury policy at an
appropriate time. Our financial assets at fair value through profit or loss represent our
investments in wealth management products issued by banks in the PRC for the purpose of
treasury management. The balance of our financial assets at fair value through profit or loss
was RMB73.6 million, RMB98.2 million, nil and RMB53.8 million as at 31 December 2018,
2019 and 2020 and 31 May 2021, respectively, among which approximately RMB73.6
million, RMB51.0 million, nil and RMB48.3 million were non-principal guaranteed with
floating return. As such, the fair value of our investment in such products may fluctuate
from time to time for reasons beyond our control, such as the prevailing market interest
rates, performance of the relevant assets which is used to determine the return of our
investments, changes to the relevant regulatory requirements or restrictions and the general
economic conditions and risks associated with any specific country or currency. Such
investments are also subject to the credit risk of the issuers of the products and we may lose
all or a substantial amount of our investments in the event that an issuer becomes insolvent
or fails to make any payments when due in a timely manner, or at all. Any decrease in value
or any underperformance of the financial assets we purchase may adversely affect our
financial condition.

We are exposed to credit risks of our customers.

Our credit risk arises from default by our counterparties, primarily including our
customers. We recorded gross trade receivables of approximately RMB211.8 million,
RMB268.3 million, RMB290.5 million and RMB260.1 million as at 31 December 2018,
2019 and 2020 and 31 May 2021 respectively. We usually grant a credit term within three
months from the invoice date to our customers. Our major customers may default on their
payment to us as a result of deteriorating financial condition or liquidity issues. As at 31
December 2018, 2019 and 2020 and 31 May 2021, the allowance for impairment of trade
receivables of approximately RMB62.4 million, RMB59.4 million, RMB59.8 million and
RMB53.7 million. We cannot guarantee that our customers would settle our outstanding
trade balance on time, or at all. If our customers delay in settling the payments or default in
making payments, our cash flow may be negatively affected, and our Group may have to
make provision for impairment, write off the receivables, incur legal costs to recover the
outstanding sum from our customers and/or seek alternative financing to maintain our
operating cash flow so as to fulfil our business payment obligation, which may in turn have
a material and adverse impact on our financial condition and results of operations.
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Our deferred tax assets are subject to the uncertainties on recoverability.

As at 31 December 2018, 31 December 2019, 31 December 2020 and 31 May 2021, our
deferred tax assets were approximately RMB45.8 million, RMB37.7 million, RMB32.0
million and RMB27.4 million respectively. Under our accounting policies, deferred tax
assets are recognised for all deductible temporary differences, and the carryforward of
unused tax credits and any unused tax losses, and are recognised to the extent that it is
probable that taxable profit will be available against which the deductible temporary
differences, and the carryforward of unused tax credits and unused tax losses can be
utilised. The recognition of deferred tax assets depends on our management’s judgement as
to whether sufficient profits or taxable temporary differences will be available in the future,
which is subject to the uncertainties. In the event that sufficient profits or taxable
temporary differences are not expected to be available, our deferred tax assets may not be
recovered, which would in turn affect our financial position and results of operations.

Unexpected disruptions to our production facilities and liability in connection with industrial
accidents during our production process may adversely affect our business operations.

Our operations at our Jiangsu Production Base, Shanghai Production Base and Sabae
Production Base are subject to operational risks. These risks include but not limited to
disruption of water or power supply and breakdown or malfunction of our machinery,
which could result in delay, temporary suspension, permanent, partial or complete
shut-downs of our production. For example, our Jiangsu Production Base suspended its
operation of large production equipment and machinery from 23 September 2021 to 30
September 2021 under a notice received in respect of a power control policy in Qidong,
Jiangsu Province. Our production volume and sales volume in Jiangsu Production Base
recorded a decrease of approximately 33.6% and 8.3% for standardised lenses for
September 2021 as compared to that for September 2020, respectively. For details, please
refer to the section headed “Summary — Recent Development and No Material Adverse
Change” in this prospectus. Although we did not receive further notice on the power
restrictions and electricity supply from relevant government authorities as at Latest
Practicable Date, we cannot assure you that the government authorities will not issue any
further notice in respect of such or the policies in respect of power restriction may be further
tightened in the future. In the event that any of our production bases or our suppliers or
customers is subject to the power restriction or the policies in respect of power restriction
are further tightened, we may (i) encounter material disruption or delay in the supply chain
and delivery of raw materials to us by our suppliers; or (ii) be required to suspend or cease
the production activities; or (iii) encounter substantial delay in delivery of our products to
our customers, due to unavailability of transportation or otherwise, which in turn, may
adversely affect our business and financial condition. If there is any increment in the
electricity cost in the future, our production cost will be increased accordingly. Further, all
of our production bases had experienced a short-term suspension following the outbreak of
COVID-19. In these events, our operations and delivery schedules may be materially
affected and make us unable to deliver our products to our customers on time, leading to
customers dissatisfaction and even loss of customers. In addition, as a result of disruption
to our operations, our production volume and the utilisation rate of our production plants
may be affected, which may result in a drop in our gross profit margin and profitability.
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In addition, in the event of (i) natural disasters; (ii) political instability, riots, civil
unrest and terrorist attacks; (iii) outbreak of infectious diseases such as COVID-19; and (iv)
other events such as implementation of power control policies that are beyond our control,
we may incur substantial losses due to loss of revenue from disruption of production, and
additional expenditure on repairs or replacement of our damaged equipment and machinery
depending on the nature of the occurrence of the events. Further, the production capacity
would be negatively affected and we may not deliver our products to our customers on time,
which would impair our customers’ confidence in us. For further risks relating to the
outbreak of COVID-19, please refer to the paragraph headed “Risks Relating to Our
Industry — Our Business Operations and Financial Results May be Adversely Affected by
the Outbreak of COVID-19.” in this section. For further impact of COVID-19 on our
business, please refer to the section headed “Business — COVID-19 Mitigation” in this
prospectus.

Moreover, as our production process involves the operation of tools, equipment and
machinery, there is no assurance that no industrial accident, whether due to malfunctions of
machinery or other reasons, resulting in injuries or even deaths will occur in the future. In
such event, we may be liable for personal injury or death and monetary losses suffered by
our employees, fines or penalties or other legal liability arising from violation of applicable
PRC and/or Japan laws and regulations. We may also be subject to disruptions to our
business caused by equipment and/or equipment shutdown for investigation or
implementation of safety measures. Our business, financial condition, results of
operations would be materially and adversely affected.

We might not be able to fulfil our obligation in respect of contract liabilities which might have
adverse impact on our liquidity.

As at 31 December 2018, 31 December 2019, 31 December 2020 and 31 May 2021, we
recorded contract liabilities under other payables and accruals of approximately RMB9.0
million, RMBI11.7 million, RMB16.1 million and RMB20.1 million. These contract
liabilities mainly represented the unsatisfied performance obligations for the sales of our
products, which include short-term advances received from customers. In the event that we
are not able to fulfil our performance obligations for the sales of our products for any
reasons, we would not be able to recognise the contract liabilities as revenue or even we
need to give back the short-term advances received to the customers, which in turn, would
adversely affect our financial conditions and liquidity.

We are subject to the risks associated with our investment in an associate and a joint venture.

As at 31 December 2018, 31 December 2019, 31 December 2020 and 31 May 2021, our
investment in an associate and a joint venture amounted to nil, approximately RMB2.6
million, RMB15.1 and RMB14.3 million in aggregate. Since our investments in an associate
and a joint venture are stated in the consolidated statements of financial position at our
Group’s share of net assets under the equity method of accounting less any impairment
losses, our investment in the associate and the joint venture would not generate any positive
cash flow until and unless our Group receives the dividends declared and paid by such
associate and/or joint venture and there is no assurance that our associate and joint venture
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will do so. Moreover, our investment in an associate and a joint venture may not be as
liquid as other investment products given that the associate and joint venture are private
companies. As such, we are subject to the liquidity risks associated with such investment, as
compared with other investment products which are more liquid.

We may experience inventories obsolescence if we fail to effectively manage our inventories.

Our inventories mainly consist of (i) raw materials (inclusive of lens moulds); (ii)
work-in-progress; and (iii) finished lenses. As at 31 December 2018, 2019 and 2020 and 31
May 2021, we recorded provision for impairment of inventories of approximately RMB9.0
million, RMBS§.2 million, RMB6.9 million and RMB12.7 million respectively mainly due to
obsolete stocks and slow-moving stocks. In particular, as at 31 December 2018, 2019 and
2020 and 31 May 2021, our inventories amounted to approximately 43.6%, 34.7%, 38.2%
and 38.9% of our total current assets respectively. Any failure to manage our inventories or
accurately forecast the demand of our customers may result in obsolescence of our
inventories, which in turn would adversely affect the result of our financial condition and
results of operations.

We are exposed to foreign exchange risks.

During the Track Record Period, a majority of our revenue are denominated in RMB
and USD (“revenue currencies”) but the costs incurred by our Group in our business
operation are mostly denominated in USD, RMB, JPY and EUR (“expense currencies”).
The exchange rate of the revenue currencies against that of expense currencies fluctuates
from time to time and is affected by a number of factors, such as changes in the political and
economic conditions in the relevant jurisdiction as well as the fiscal and foreign exchange
policies prescribed by the local governments. Any significant fluctuations in the exchange
rates between the revenue currencies and the expense currencies could materially and
adversely affect our results of operations. We recorded net foreign exchange gains of
approximately RMB5.4 million and RMB2.5 million for the two years ended 31 December
2018 and 2019 and we recorded net exchange loss of approximately RMB16.4 million for
the year ended 31 December 2020, we recorded net foreign exchange loss of approximately
RMB6.2 million for the five months ended 31 May 2021, respectively, in the consolidated
statements of profit or loss. This mainly represented the exchange gains from the sales and
purchases of the Group that were denominated in foreign currencies other than the
respective subsidiaries’ functional currencies. Save for a cross-currency interest rate swap
transaction entered into by our Group for the conversion of a variable-rate bank borrowing
denominated in USD with a principal amount of RMB27.0 million into a fixed-rate bank
borrowing denominated in RMB for the year ended 31 December 2020 and a supplemental
agreement to extend the maturity date of the aforesaid bank borrowing and the
cross-currency interest rate swap to May 2022, we did not enter into any other financial
instruments to hedge the exchange rate exposure relating to any of these currencies during
the Track Record Period and up to the Latest Practicable Date, and there is no assurance
that we may successfully mitigate our exposure to foreign currency fluctuations risks in the
future. For further details on the sensitivity to a reasonably possible change in the USD and
RMB exchange rate, please refer to the section headed “Financial Information — Market
Risk and Risk Management — Foreign Currency Risk” in this prospectus.
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We are therefore exposed to foreign currency risks and our profit margins may be
adversely affected if we are unable to hedge foreign currency risk. Any exchange rate
volatility relating to the revenue currencies against the expenses currencies may affect our
value of net assets, profits and dividends. Any such exchange rate fluctuations may result in
increase or decrease in our reported costs and earnings, which may materially and adversely
affect our financial condition and results of operations.

Our Group could be exposed to liability of non-compliance or legal proceedings which may
divert our resources and adversely impact our reputation.

Pursuant to the relevant PRC laws and regulations, employers in the PRC shall make
social insurance funds and housing provident funds contributions for their employees.
During the Track Record Period, we were not in full compliance with the applicable
contribution requirements for our PRC employees. As advised by our PRC Legal Advisers,
there may be legal implications, and we may be ordered to (i) pay the unpaid amount within
a certain period for the non-compliance of housing provident and (ii) pay the unpaid
amount within a certain period and a late fee that equals 0.05% of the total unpaid amount
per day and may be subject to a fine ranging between one to three times of the total unpaid
amount of the social insurance fund contribution for the non-compliance of social
insurance. For details of our non-compliance incidents, please refer to the section headed
“Business — Legal and Regulatory Compliance” in this prospectus.

There is no assurance that there will not be any notification from the relevant PRC
authorities alleging the non-compliance, employee’s complaints or demands for payment of
social insurance premiums and housing provident fund contributions in the future.

Further, our operational and financial stability are subject to other litigation or legal
proceedings we face from time to time. During the ordinary course of our business
operations, our Group is exposed to liability arising from labour disputes, contractual
claims under customer and supplier agreements, intellectual property infringement claims,
and other potential third party disputes. In addition, we may encounter additional
compliance issues in the course of our operations in the case that we cannot promptly
respond to the change of the regulation environment, which may subject us to
administrative proceedings and unfavourable results.

We are also exposed to potential product liability claims in the event that there is any
damage caused by defective products. A successful product liability claim against us could
require us to pay for substantial damages. Product liability claims against us, whether or
not successful, are costly and time-consuming to defend. In the event that our products
prove to be defective, we cannot assure you that a product liability claim will not be
brought against us in the future.

Due to the inherent uncertainties of the ultimate outcome of litigation and regulatory
proceedings, litigation and legal proceedings might adversely affect our brand image,
reputation and customer preference for our spectacle lenses products. Our management
attention may be diverted in defence of such proceedings from our business and operations.
Our financial performance may be materially and adversely affected by substantial legal
costs and potential settlements or judgments against us.
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We may not be granted the qualification of High and New Technology Enterprises and entitled
to a preferential corporate income tax rate in the future.

Jiangsu Conant and Shanghai Conant were granted with the qualification of High and
New Technology Enterprises on 17 November 2017 (with a re-grant in late 2020) and 27
November 2018, respectively and were entitled to a preferential corporate income tax rate
of 15% for a period of three years. Shanghai Conant has applied for the renewal of the
qualification for a period of three years from 2021 to 2023 in August 2021 and is expected to
be granted with the renewed qualification by the end of 2021. We cannot assure that Jiangsu
Conant and Shanghai Conant will be granted an extended period of preferential corporate
income tax upon the expiry of the current one, in which case our profit, profit margin and
financial conditions may be materially and adversely affected.

We are subject various risks relating to third party payments.

During the Track Record Period, there are certain transactions with our customers
which was settled by third party payment processors, with the aggregated amount of
approximately RMB2.4 million, RMB3.3 million, RMBI.1 million and nil, representing
approximately 0.3%, 0.3%, 0.1% and nil of our total revenue respectively. All such
transactions involved direct and/or indirect transactions with customers in Iran, which is a
country subject to comprehensive sanctions administered by the United States. By
December 2020, all business involving delivery of our products to Iran, or otherwise
connected to Iran, was ceased. For the relevant risks relating to the international sanctions,
please refer to the paragraph headed “Risks Relating to International Sanctions — We
could be adversely affected as a result of any sales we make to certain countries that are, or
become subject to, sanctions administered by the United States, the European Union, the
United Nations, Australia and other relevant sanctions authorities.” in this section. For
further details on our business activities in Sanctioned Countries, please refer to the section
headed “Business — Business Activities in Countries Subject to International Sanctions” in
this prospectus.

Since there is no contractual relationship between us and the third party payors, we
may be subject to various risks, such as (i) we may be asked to return funds we receive from
them; (ii) we could also be subject to potential claims from liquidators of third party payors
if the third party payors become insolvent or were presented a winding up or a bankruptcy
petition; and (iii) we may be expose to potential money laundering risks as we have limited
knowledge about the source and purpose of the funds utilised by the third party payors. For
further details, please refer to the section headed “Business — Third Party Payments” in
this prospectus.

— 56 —



RISK FACTORS

If there is any claim from a third party payor or its liquidators or if legal proceedings
(whether criminal or civil) are instituted or brought against us in respect of these payments
or for violation or non-compliance of laws and regulations, we may have to spend
significant financial and managerial resources to defend against such claims and legal
proceedings. Moreover, if we were to be involved in legal proceedings for money laundering
charges, our reputation may be adversely affected and we may face difficulties in
maintaining our existing customers or attracting new customers, which may cause a
decrease in our operating profit. We cannot assure you that our business, financial
condition, results of operations and prospects will not be materially and adversely affected
by a successful claim or prosecution against us.

Our operations may be subject to transfer pricing adjustments by competent authorities.

We have certain intra-group transactions among our subsidiaries in the PRC, United
States, Mexico and Japan that may be subject to audit or challenge by the relevant tax
authorities. For details, please refer to the section headed “Business — Transfer Pricing
Arrangement” in this prospectus. As such, we could face adverse tax consequences if the
relevant tax authorities determine that some of our intra-group transactions do not
represent arm’s-length negotiations and consequently adjust any of those entities’ income in
the form of a transfer pricing adjustment. A transfer pricing adjustment could, among other
things, increase our tax liabilities. If we fail to rectify such incident within the limited
timeframe required by the relevant tax authorities, the relevant tax authorities may impose
late payment interest or surcharge and other penalties on us for any unpaid taxes. In
addition, a transfer pricing arrangement may give rise to tax recoverable in certain
jurisdictions as a result of tax adjustments. There is no assurance that we could successfully
recover the tax recoverable from the relevant tax authorities. Our business, financial
condition and results of operation may therefore be materially and adversely affected.

Further, we expect that the transfer pricing arrangements will continue in the
foreseeable future and we will determine transfer pricing arrangement that we believe to be
the same as that transacted with unrelated third parties on an arms’ length basis. However,
there is no assurance that tax authorities would share the same view, or such laws and
regulations will not be modified. In the event that an authority of any relevant jurisdiction
determines that such intra-group transactions were not on an arm’s length basis that affect
taxable income, such authority could require our relevant subsidiaries to re-determine the
transfer prices and thereby adjust revenue, deduct costs and expenses or adjust taxable
income of the relevant subsidiary in order to accurately reflect the taxable income. Any such
adjustment could result in higher overall tax liability for us, which may adversely affect our
business, financial condition and results of operations.
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Failure to maintain an effective quality control system on the manufacturing of our products
could harm our business.

We believe that the quality of our products is critical to the success of our business.
However, there is no assurance that our products are entirely free from defects and that we
are able to continue to maintain effective quality control on the manufacturing of our
spectacle lenses products in the future, which is determined by various factors, such as the
adherence by our employees to its quality control measures and guidelines.

Consequently, any product defects identified by our customers or end users might
erode our reputation and negatively affect our customer relationships and future business.
Further, if our products could not meet the specifications and requirements requested by
our customers, or if our defective or substandard products result in product returns,
large-scale product recalls or customers suffering losses arising from product liability
claims, our Group may be subject to product liability claims and other claims for
compensation. Regardless of the outcome of any such claim, we may incur significant legal
costs. Product failures or defects, any complaints from customers or negative publicity
could lead to a decrease in sales of relevant and/or other products, which could materially
and adversely affect our business, financial condition and results of operations.

Our cross-currency interest-rate swaps may materially and adversely affect our financial
position.

We entered into cross-currency interest rate swaps which are not designated for hedge
purposes and are measured at fair value through profit or loss. Loss on change in the fair
value of cross-currency interest rate swaps amounted to approximately RMB2.4 million
were charged to the statement of profit or loss for the year ended 31 December 2020. We
recorded gain on the change in the fair value of cross-currency interest rate swaps of
approximately RMB1.9 million for the five months ended 31 May 2021. For further details,
please see “Financial Information — Market Risks and Risk Management — Foreign
currency risk” in this prospectus.

Such treatment of profit or loss may therefore cause volatility in our year-to-year
earnings, and may have a material adverse impact on our business, financial position and
prospects. Furthermore, our financial performance may be affected by the fair value of
financial assets/(liabilities) at fair value through profit or loss as well as valuation
uncertainty due to the use of unobservable inputs.
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Our insurance coverage may not be sufficient to cover all losses or potential claims from our
customers which would affect our business, financial condition and results of operations.

Our insurance coverage includes (i) general insurance for our Group’s fixed assets (e.g.
production plants and machinery), employees, vehicles, and trade receivables from overseas
customers of our PRC subsidiaries; and (ii) fire insurance for our production plant and
offices and product liability insurance of our Japan subsidiary. However, our delivery of
goods to customers is in general not covered by insurance. For the three years ended 31
December 2018, 2019 and 2020 and the five months ended 31 May 2021, our Group
incurred insurance expenses of approximately RMB2.8 million, RMB2.8 million, RMB2.2
million and RMBI1.5 million, respectively. Please refer to the section headed “Business —
Insurance” in this prospectus for details. There is no assurance that our current insurance
coverage will be able to cover all types of risks involved in our business operations, or be
sufficient to cover the full extent of loss or liability for which we may be held liable. As a
result, we may have to pay out of our own resources for any uninsured financial or other
losses, damages and liabilities. In addition, we cannot guarantee that we can renew our
policies on similar or other acceptable terms, or if at all. If we suffer from severe unexpected
losses or losses that far exceed the policy limits, it could have a material and adverse effect
on our business, financial position, results of operations and prospects.

We may be exposed to risks in relation to our leased properties.

As at the Latest Practicable Date, the lessor of the office and warehouse of Conant
Eyewear and the lessor of the ophthalmology centre of Shanghai Conant have not provided
us with the relevant title certificate of the properties. As such, the respective legal owner and
the respective nature and the permitted use of the properties cannot be ascertained. As
advised by our PRC Legal Advisers, it is possible that the relevant lessor has no right to
lease the property or the respective lease does not fall within the nature and permitted use of
the property which might lead to the respective lease being nullified. Further, as at the
Latest Practicable Date, the leases of (i) the office and warehouse of Conant Eyewear; (ii)
the factory of the Company; (iii) the retail shopfront of Shanghai Conant; and (iv) the
ophthalmology centre of Shanghai Conant were not registered. According to the
Administration Measures for Commodity House Leasing ({Mifh/FE R EEIIEL)),
lease agreements have to be registered with the relevant authorities within 30 days of
signing. Our PRC Legal Advisers advised us that under relevant PRC laws and regulations,
the relevant government authority may require the parties to a lease to register it within a
given period, and a fine ranging between RMB1,000 to RMB10,000 for each unregistered
lease may be imposed on the parties to the lease for failing to rectify it within the given
period. In view of above, if our lease is nullified or our leased properties are encumbered
resulting in the leases being unenforceable against third party or the lessors of our leased
properties do not continue to lease the said properties to us upon the expiry of the current
leases and that we are vacated by them, we will incur additional costs in relocating to other
suitable venue. If we are not able to secure alternative venue for replacement on
commercially reasonable terms, there will be a material adverse impact on our business.
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We may be exposed to risks of infringement in relations to our intellectual property rights and
we may be exposed to infringement or misappropriate claims by third parties.

The success of our business depends upon our ability to protect our intellectual
property rights that came into our possession for the production of our products, as well as
our ability to protect our own brands. As at 31 May 2021, we had three brand names,
namely “CONANT”, “JEMi{45” and/or “ASAHI”, which are material to our business. Our
Group relies on patent laws, proprietary technology and contractual restrictions to protect
our intellectual property. As at the Latest Practicable Date, our Group had a total of 17
trademarks, five domain names and 20 patents globally, which are material to our business.
For the trademarks, patents and domain names we had obtained registrations as at the
Latest Practicable Date, which we consider material to our business, please refer to the
section headed “Statutory and General Information — B. Further Information about Our
Business — 2. Our Material Intellectual Property Rights” in Appendix VII to this
prospectus. However, such registration may only provide limited protection for the
intellectual properties of our Group. For example, as at the Latest Practicable Date, there
were at least two other unrelated companies established in the PRC, all of which contain
“JFEM{4F” in their company names, operated in the spectacle lenses industry. These two
companies are our customers and we have requested them to change their company names.
However, there is no assurance that they will change the name as requested.

We cannot assure you that our measures intended to protect the above-mentioned
intellectual property rights are sufficient in preventing any possible infringement by third
parties or any defective products and/or services provided by these two companies would
not adversely affect our business, prospects and reputation. Our competitive position may
be weakened if we fail to protect our intellectual property and other proprietary rights.
Litigation relating to the intellectual property may result in substantial costs, time and
diversion of resources. Even if our Group has legal grounds for a lawsuit, our Group may
need to take a long period of time to resort to court proceedings to enforce our intellectual
property rights and consequently may adversely affect our business, prospects and
reputation.

In addition, we cannot assure you that our products will not infringe any third party’s
intellectual property rights. If our products are proved to have infringed any third party
intellectual property rights, we may be required to compensate the owner of the intellectual
property right for the damages suffered as a result of the infringement or to pay a fine for
such infringement. There is no assurance that we will not face such claims in future. In such
event, our business may be materially and adversely affected.
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We are exposed to risks of delivery disruption and damaged or lost products in relation to
transportation services.

The delivery of our products to local customers or local designations are mainly
conducted by third party courier companies. Our sales to overseas customers or overseas
designations are usually on FOB basis and third party logistics providers including courier
companies are engaged for the delivery. Please refer to the section headed “Business —
Logistics Management” in this prospectus for details. We are subject to delivery disruptions
due to various reasons beyond our control, for instance, the tough lockdown or restrictive
measures by the respective governments due to the outbreak of COVID-19, transportation
bottlenecks, typhoon, flood, earthquakes, dense haze and other natural disasters as well as
labour strikes which could lead to delay or loss in delivery. In addition, our products may
face the risk of theft or damage due to any poor handling by the logistics companies. If the
products are not delivered to customers’ designated delivery points on time, or are damaged
or lost before the ownership and risks associated with our products are transferred, we may
have to pay compensation to the relevant parties and could lose certain customers as well as
suffer harm to our reputation. For further risks relating to the outbreak of COVID-19,
please refer to the paragraph headed “Risks Relating to Our Industry — Our business
operations and financial results may be adversely affected by the outbreak of COVID-19” in
this section. For further impact of COVID-19 on our business, please refer to the section
headed “Business — COVID-19 Mitigation” in this prospectus.

RISKS RELATING TO OUR INDUSTRY
The spectacle lens manufacturing industry in the PRC is very intense.

Based on the Frost & Sullivan Report, there are approximately 1,450 spectacle lens
manufacturers in the PRC and we basically compete with other manufacturers on, amongst
other matters, financial strength, relationship with the suppliers and customers, research
and development capability and competent staff. Given that we export our products to the
overseas market, we also compete with the spectacle lens manufacturers in other overseas
countries.

There is no assurance that we can maintain our leading position in the resin spectacle
lens manufacturing industry in the PRC, in the event of which our business operation and
financial performance may be adversely and materially affected.

The spectacle lens industry may be threatened by the continuous improvement on the medical
treatment on the ophthalmic problems.

Based on the Frost & Sullivan Report, one of the fundamental purposes of requiring an
eyewear by the end-users is for vision correction. If the medical treatment on the
ophthalmic problems keeps developing and becomes more mature such that more people are
willing to accept relevant medical treatments, it may cause negative impacts on the demand
on the eyewear including the spectacle lens. In that case, our business operation and
financial performance may be materially and adversely affected.
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We are subject to environmental, labour and safety laws, regulations and government policies,
and compliance with these laws, regulations and policies may be costly.

We have two production bases in the PRC and one production base in Japan and thus
our business operations are subject to various environmental, occupational and safety laws,
regulations and government policies of the PRC and Japan governments. Please refer to the
sections headed “Regulatory Overview — PRC Laws and Regulations” and “Regulatory
Overview — Japanese Laws and Regulations” in this prospectus for further details.

During the Track Record Period, we failed to make full contributions to social
insurance fund and housing provident fund under the PRC laws and regulations during the
Track Record Period, details of which is set out in the section headed “Business — Legal
and Regulatory Compliance” in this prospectus and we may be required to take remedial
actions which may adversely impact our operations.

Further, there is no assurance that the relevant authorities in the PRC or Japan will
not impose additional or more stringent laws, regulations or government policies in the
future, which may subject us to more onerous duties and obligations. We may also incur
higher financial or other resources to amend our production process, introduce new
monitoring systems and purchase new equipment in order to ensure compliance, which may
have an adverse impact on our results of operations and financial condition.

Labour shortages, increase in labour cost or other factors affecting labour supply may
materially and adversely affect our business operations.

Our Group had over 2,000 employees as at 31 May 2021 and for the three years ended
31 December 2018, 2019 and 2020 and the five months ended 31 May 2021, our employee
benefit expenses including director’s and chief executive’s remuneration, wages salary, and
other allowances amounted to approximately RMB222.0 million, RMB258.0 million,
RMB249.5 million and RMB125.9 million, respectively.

There is no assurance that we can secure sufficient number of workers to meet our
production needs, or that our labour costs will not increase. Should we fail to recruit staff in
a timely and cost-efficient manner and/or retain our existing staff, we may not be able to
achieve our production target, accommodate any sudden increase of purchase orders from
our customers or carry out our expansion plans.

Labour costs have generally increased in the PRC in the recent years. Labour costs are
affected by a number of factors such as demand and supply of labour and inflation. We
cannot assure you that we can retain and attract sufficient qualified employees on
commercially reasonable terms, or at all. We may need to increase our wage for the purpose
of retaining our existing workers or recruit new workers. An increase in our labour costs
would increase our operating costs. In the event that we may not be able to pass on all or
part of the increase in our labour costs to our customers, our business, financial condition
and results of operations may be materially and adversely affected.
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Further, any labour dispute or strikes that take place in our production bases may
disrupt our operations. We cannot assure that the above mentioned events will not occur in
the future or we will be able to resolve them shortly when any of them occurs. If a labour
dispute or a strike takes place and we fail to deal with it in a short period of time, our
operations could be materially and adversely affected, which would impact our business,
financial condition and results of operations negatively.

Our business operations and financial results may be adversely affected by the outbreak of
COVID-19.

The global outbreak of COVID-19 is having a significant negative impact on the global
economy, especially in retail and service sectors. It has severely disrupted business
operations, supply chains and workforce availability across the world, leading to
substantial declines in business activity. The COVID-19 pandemic as well as the
responses and measures taken in China, Japan and elsewhere by the governments and
society as a whole in response to the COVID-19 pandemic, present challenges to our
business operations. These challenges include, but are not limited to, temporary suspension
of work and quarantine order to restrict entry and exit of the countries which may adversely
affect our ability to manufacture and deliver products to our customers. For instance, the
short-term suspension for our production bases in the PRC in February 2020 and for our
production base in Japan in April to May 2020 have resulted in a decrease in our
production volume of approximately 3.4 million and 280,000 pieces in February 2020 in our
PRC production bases and in April to May 2020 in our Japan production base respectively,
as compared with the same months in the preceding year, and that we have recorded a
minor decrease in the revenue in the first half year of 2020 of approximately RMB35.6
million, or approximately 7.0%, when compared to that in the corresponding period in
2019.

We are uncertain as to whether there is any potential rebounding of the COVID-19 in
the PRC and worldwide. If the rebounding occurs without being effectively controlled in the
future, our business operation and financial performance may be materially and adversely
affected as a result of factors such as the changes in the outlook of the consumption
markets, slow down in economic growth and negative business sentiment, and any measures
which may restrict the operations of our Company, our production bases, our major
customers and suppliers. In addition, if in the future any of our employees are suspected of
having been infected by COVID-19, we may be required to quarantine such employees. We
may also be required to disinfect the affected properties and thereby suffer a temporary
suspension of our operations. Any suspension of our operations will materially and
adversely affect our business operations and financial performance.

— 63 —



RISK FACTORS

RISKS RELATING TO CONDUCTING BUSINESS IN JAPAN

We may suffer large losses in the event of a natural disaster, such as an earthquake, terrorist
attack, outbreak of infectious disease, industrial accident or other casualty events in Japan.

Part of our business operations are located in Japan, including our Sabae Production
Base in Sabae City, Fukui Prefecture, where we manufacture our resin spectacle lenses
products. We also sell our resin spectacle lenses products in Japan. Japan has historically
experienced numerous large earthquakes and tsunamis that resulted in extensive property
damages. Additionally, large disasters, outbreaks, terrorist attacks, industrial accidents or
other casualty events affecting our Sabae Production Base or our sales network in Japan
could disrupt our sale and production even in the absence of direct physical damage to our
properties, which in turn could result in significant interruptions to our business.

As at the Latest Practicable Date, the insurance policies we currently maintain do not
include coverage for, among other things, earthquakes, volcanic eruptions, tsunamis caused
by earthquakes or volcanic eruptions, nuclear accidents, terrorist incidents, civil strife,
industrial strikes or other similar events. As a result, we may have to pay out of our funds
for financial and other losses, damages and liabilities caused by such events. For more
information about our insurance policies, see “Business — Insurance” in this prospectus.
With or without insurance, damage to our Sabae Production Base, or to our sales network,
due to fire, earthquake, tsunami, typhoon, flood, terrorism, outbreaks such as COVID-19,
industrial accidents or other man-made or natural disasters or casualty events could
materially and adversely affect our business, results of operations or financial condition.

The potential increase in consumption tax in Japan may affect our Company’s financial
condition, results of business operations and business.

The Japanese government reviews tax policy annually as part of its budgetary process.
Under The Consumption Tax Act (Act No. 108 of December 30, 1988, as amended) in
Japan, the consumption tax is assessed at each stage of the manufacturing, importing,
wholesale and retail process. The current consumption tax rate for goods or services other
than for daily necessities, which is effective from 1 October 2019, is 10% (7.8% imposed as
national tax and 2.2% as local tax). Immediately before the increment of tax rate in 2019,
the aforesaid consumption tax rate was 8% (6.3% imposed as national tax and 1.7% as
local tax). We are unable to predict when the consumption tax will further increase in the
future or at what rate. If the consumption tax is further increased, it is likely that consumer
spending will be adversely affected. Declines in consumer spending may result in declines in
our revenues, resulting in material adverse effects on our financial condition, results of
operations or business.

— 64 —



RISK FACTORS

The tax rate in Japan is significantly higher than in certain jurisdictions such as Hong Kong
and is subject to change from time to time.

Our tax rate in Japan on assessable profits is significantly higher than applicable tax
rates in jurisdictions such as Hong Kong. The effective statutory tax rate comprising of
corporate tax, inhabitant tax and enterprise tax in Japan for the three years ended 31
December, 2018, 2019 and 2020 and five months ended 31 May 2021 was 34.48%, 34.26%,
34.26% and 34.26%, respectively, of estimated assessable profits. Given that Asahi Optical,
one of our major operating subsidiaries, is incorporated in Japan, we may not be able to
generate higher levels of profits in order to generate the same level of returns on our Shares
relative to an investment in the shares of similar companies based in lower tax jurisdictions.

We may fail to satisfy the requirements for dividend distribution deduction and consequently
incur higher tax costs in Japan.

According to Japanese law, Asahi Optical may only pay dividends out of its
distributable profits. Distributable profits (as determined either by Japanese GAAP or
IFRS, whichever is lower) refer to the net profits in a certain period, less any recovery of
cumulative losses and allocations to statutory and other reserves that we are required to
make. As a result, we may not have sufficient or any distributable profit to ensure us that
we make dividend distributions to our Shareholders in the future. Any undistributed profit
of the preceding year, which has not been distributed, will be retained and available for
distribution in subsequent years.

Moreover, as distributable profits are calculated differently under Japanese GAAP
than under IFRS, our operating subsidiaries may not have distributable profits as
determined under Japanese GAAP, even if they have profits as determined under IFRS, or
vice versa. Accordingly, we may not receive sufficient distributions from our subsidiaries
for us to pay dividends. Any failure by our operating subsidiaries to pay dividends to us
could have a negative impact on our cash flows and our ability to make dividend
distribution to our Shareholders in the future, including those periods for which our
financial statements indicate that our operations have been profitable.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Changes in the PRC’s economic, political and social conditions, as well as government policies,
could affect our business and prospects.

Most of our major operating subsidiaries are located in the PRC. Therefore, our
business, results of operations, financial condition and prospect are, to a significant extent,
subject to the economic, political and social conditions and government policies in the PRC.
The economy of the PRC differs from the economies of the most developed countries in
many aspects, including but not limited to (i) the degree of the PRC government’s
involvement; (ii) the growth rate and degree of development; (iii) control of foreign
exchange; and (iv) allocation of resources.
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The PRC’s economy used to be a planned economy, and a substantial portion of
productive assets in the PRC are still owned by the PRC government. The PRC government
also exercises substantial control over the PRC’s economic growth by allocating resources,
setting monetary policies and providing preferential treatment to particular industries or
companies. Any economic reform measures may be adjusted, modified or applied
inconsistently from industry to industry, or across different regions of the country.
Hence, we cannot assure you that we may be able to benefit from all, or any, of the
measures which are under constant adjustments.

Furthermore, the economic conditions of the PRC could also be affected by its trade
relations with other countries. For example, the recent trade war between the PRC and the
United States may result in deterioration of the PRC economic environment, or that our
spectacle lenses products are subject to tariffs imposed by the United States government in
future. If we are unable to pass the increased costs to our customers or the demand for such
products from our customers in United States decreases, it may have an adverse impact on
our business, financial condition and results of operations.

Extensive government regulation of the manufacturing industry may limit our flexibility to
respond to market conditions, competition or changes in our cost structure.

The manufacturing industry in the PRC is subject to various laws and regulations. Any
change in the scope or application of these laws, regulations or approvals, however, may
limit our ability to conduct our businesses, increase our costs, or increase competition and
could have a material adverse effect on our financial results. In addition, complying with
such laws and regulations may give rise to unexpected compliance costs that could have an
effect on our financial condition and results of operations. Our failure to comply with such
laws and regulations could also result in fines, penalties or lawsuits.

Furthermore, precedents on the interpretation, implementation and enforcement of the
PRC laws and regulations are limited. As such, the outcome of dispute resolutions may not
be consistent or predictable as in the other more developed jurisdictions and it may be
difficult to obtain swift or equitable enforcement under the PRC laws, or to obtain
enforcement of judgement by a court of another jurisdiction.

The enforcement of the PRC labour contract law, social insurance law and other labour related
regulations may materially affect our business, financial condition and results of operations.

Pursuant to the PRC Labour Contract Law, effective on 1 January 2008 and amended
on 28 December 2012, and its implementation rules that became effective on 18 September
2008, employers are subject to various requirements in terms of contract signing, minimum
wages, payment of remuneration, overtime working hours limitations, determination of
employees’ probation period and unilateral termination of labour contracts. In the event
that we decide to terminate the employment of some of our employees or otherwise change
our employment or labour practices, the PRC Labour Contract Law and its implementation
rules may limit our ability to effect those changes in a desirable or cost-effective manner,
which could adversely affect our business and results of operations.
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On 28 October 2010, the Standing Committee of the National People’s Congress
promulgated the PRC Social Insurance Law, which became effective on 1 July 2011 and
amended on 29 December 2018. According to the PRC Social Insurance Law, employees
must participate in pension insurance, work-related injury insurance, medical insurance,
unemployment insurance and maternity insurance and the employers must, together with
their employees or separately, pay the social insurance premiums for such employees.

As the interpretation and implementation of the PRC Labour Contract Law, the Social
Insurance Law and other labour related regulations (the “labour-related laws and
regulations™) are still evolving, we cannot assure you that our employment practice do
not and will not violate labour-related laws and regulations in PRC, which may subject us
to labour disputes or government investigations. If we are deemed to have violated relevant
labour-related laws and regulations, we could be required to provide additional
compensation to our employees and our business, financial condition and results of
operations could be materially and adversely affected.

Inflation in the PRC in general may increase our production costs.

We have two production bases located in the PRC. While the PRC economy has
experienced rapid growth, such growth has been accompanied by periods of high inflation.
If such inflation is allowed to proceed without mitigating measures by the PRC government,
our operational costs will likely increase, and our profitability may be materially reduced,
as there is no assurance that we will be able to pass any cost increases onto our customers. If
the PRC government implements new measures to control inflation, these measures may
lead to a slowing of economic growth.

It may be difficult to effect service of process or to enforce foreign judgments against our
Group.

Major part of our businesses, assets and operations are located in the PRC and our
PRC subsidiaries are governed by PRC laws, rules and regulations. Therefore, investors
may encounter difficulties in effecting service of process from outside the PRC upon us.
Moreover, it is understood that the enforcement of foreign judgments in the PRC is subject
to uncertainties. A judgement of a court from a foreign jurisdiction may be reciprocally
recognised or enforced if the jurisdiction has a treaty with the PRC. However, the PRC does
not have treaties for the reciprocal recognition and enforcement of court judgments with the
United States and many other countries. As a result, recognition and enforcement in the
PRC or Hong Kong of a court judgement obtained in the United States and any of the other
jurisdictions mentioned above may be difficult or impossible.
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PRC government’s control of foreign currency may limit our foreign exchange transactions,
including dividend payments to our Company’s shareholders in foreign currency.

RMB generally cannot be freely converted into any foreign currencies. Under the
existing PRC foreign exchange regulations, payments of current account items, including
profit distributions, interest payments and trade and service-related foreign exchange
transactions, can be made in foreign currencies without prior approval from the SAFE,
subject to certain procedures. However, there is no assurance that the foreign exchange
policies regarding payment of dividends in foreign currencies will continue.

Moreover, foreign exchange transactions under the capital account, including principal
payments in respect of foreign currency-denominated obligations, continue to be subject to
limitations and require prior approval of the SAFE. The PRC government may further
implement rules and regulations in the future, which could restrict the use of foreign
currency under current account and capital account in certain circumstances. These
restrictions could affect our ability to pay dividends to the holders of our H Shares in
foreign currencies, obtain foreign currency through debt financing, or to obtain foreign
exchange needed for our capital expenditure, and could materially and adversely affect our
business, financial condition and results of operations.

In addition, to the extent that we need to convert HK$ that we will receive from the
Global Offering into RMB for our operations, appreciation of RMB against HK$ would
have an adverse effect on the RMB amount that we will receive. Conversely, if we decide to
convert our RMB into HKS for the purpose of making dividend payments on our H Shares
or for other business purposes, appreciation of HK§ against RMB would reduce the HK$
amount available to us.

Payment of dividends is subject to restrictions under the PRC law.

Under the current PRC law, dividend may be paid only out of our Company and our
PRC subsidiaries’ accumulated after-tax profits, if any, determined in accordance with PRC
accounting standards and regulations. Moreover, our Company and our PRC subsidiaries
are required to set aside a certain amount of its after-tax profits each year, if any, to fund
certain statutory reserves. These reserves are not distributable as cash dividends. In
addition, in the future, if our Company or our PRC subsidiaries incur debt on its own
behalf, the instruments governing the debt may impose restrictions on its ability to pay
dividends or other payments. The inability to distribute dividends or other payments could
significantly affect the amount of capital available to supply the development and growth of
our business.
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Foreign individual holders of our H Shares are subject to PRC income tax and there are
uncertainties as to the PRC tax obligations of foreign enterprises that are holders of our H
Shares.

Under current PRC tax laws, regulations and rules, foreign individuals and foreign
enterprises that are not PRC residents are subject to different tax obligations with respect to
the dividends paid by us or the gains realised upon the sale or other disposition of H Shares.

Pursuant to the Notice on Matters Concerning the Levy and Administration of
Individual Income Tax After the Repeal of Guo Shui Fa [1993] No. 45 (Guo Shui Han
[2011] No. 348) (Bl EIBLEE[19931045 %% 3011 5E 1k A& A7 BR AR AT #5850 B0 ] L ) 2 R ([
PKI[2011]348%%)) issued by the SAT on 28 June 2011, we are required to withhold taxes from
dividend payments to non-PRC resident individual holders of H Shares at rates ranging
from 5% to 20% (usually 10%), depending on the applicable tax treaty or arrangement
between the PRC and the jurisdiction in which the non-PRC resident individual holder of H
Shares resides. Non-PRC resident individual holders of H Shares who reside in jurisdictions
that have not entered into tax treaties with the PRC are subject to a 20% withholding tax on
dividends received from us.

In addition, under the Individual Income Tax Law of the PRC ({H % A R E flA
Jri88i#5)) and its implementation regulations, non-mainland China resident individual
holders of H Shares are subject to individual income tax at a rate of 20% on gains realized
upon the sale or other disposition of H Shares. However, pursuant to the Circular Declaring
that Individual Income Tax Continues to be Exempted over Income of Individuals from
Transfer of Shares (B 18 A s g i 52 F7 45 48 28 57 e 0SB\ T A3 81 1 48 1)) issued by the
MOF and the SAT on March 30, 1998, gains of individuals derived from the transfer of
listed shares in enterprises may be exempt from individual income tax. As of the Latest
Practicable Date, no aforesaid provisions have expressly provided that whether individual
income tax shall be levied from non-mainland China resident individual holders on the
transfer of shares in mainland China resident enterprises listed on overseas stock exchanges.
If such tax is collected in the future, the value of such individual holders’ investments in H
Shares may be materially and adversely affected.

Under the EIT Law and its implementation rules, for foreign enterprises that do not
have offices or establishments in the PRC, or have offices or establishments in the PRC to
which their income is not related, dividends paid by us and the gains realised by such
foreign enterprises upon the sale or other disposition of H Shares are ordinarily subject to
EIT at a rate of 10%, subject to a further reduction under a special arrangement or
applicable treaty between the PRC and the jurisdiction of the relevant foreign enterprise’s
residence. In accordance with the Notice of the State Administration of Taxation on the
Issues Concerning Withholding the Enterprise Income Tax on the Dividends Paid by
Chinese Resident Enterprises to H-share Holders Which Are Overseas Nonresident
Enterprises (Guo Shui Han [2008] No. 897) (B b 5 J& A 25 m) 55 AN H B IF Ji R A SE R R
DR 58 i S AR P AR B0 A 2E P 15 Bl A 1 P 288 60 ([ 1 [2008]897 %% ) ), which became effective
on 6 November 2008, 10% withholding tax shall be imposed on dividends paid by Chinese
resident enterprises to holders of H Shares that are overseas non-resident enterprises. These
holders of H Shares may apply for tax refunds in accordance with applicable tax treaties or
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arrangements, if any. In addition, the PRC tax laws, rules and regulations may also change
from time to time. If the tax rates stipulated in the EIT Law and the related implementation
rules are amended, the value of your investment in our H Shares could be materially and
adversely affected.

In addition, it is also unclear whether and how the EIT on gains realised by
non-resident holders of H shares through the sale, or transfer by other means, of H shares
will be collected by the PRC tax authorities in the future. Considering these uncertainties,
non-resident holders of our H Shares should be aware that they may be obligated to pay
PRC income tax on the dividends and gains realised through sale or transfers of the H
Shares.

RISKS RELATING TO INTERNATIONAL SANCTIONS

We could be adversely affected as a result of any sales we make to certain countries that are,
or become subject to, sanctions administered by the United States, the European Union, the
United Nations, Australia and other relevant sanctions authorities.

The United States and other jurisdictions or organisations, including the European
Union, the United Nations and Australia, have, through executive order, passing of
legislation or other governmental means, implemented measures that impose economic
sanctions against such countries or against targeted industry sectors, groups of companies
or persons, and/or organisations within such countries.

During the Track Record Period, we delivered certain resin spectacle lens products to
customers in Cuba and Iran, which countries are subject to comprehensive international
sanctions programmes. Our payments received from sales to customers located in Cuba and
Iran amounted to approximately US$361,000, US$1,790,000, US$360,000 and nil
representing approximately 0.3%, 1.2%, 0.2% and nil of our total revenue for the three
years ended 31 December 2020 and the five months ended 31 May 2021, respectively. Please
refer to the section headed “Business — Business Activities in Countries Subject to
International Sanctions” in this prospectus for further details.

During 2016 to 2020, we received payments in an aggregate amount of approximately
US$4,620,000 from customers located in Cuba and Iran. As advised by our International
Sanctions Legal Adviser, the Group’s Cuba and Iran Transactions appear to be a potential
violation of US sanctions regulations that are applicable to certain transactions with Cuba
and Iran. We have filed a VSD with OFAC to address these violations, and in August 2021,
OFAC responded to the Group’s VSD with the Cautionary Letter indicating that it had
completed its review of all of the information provided in the VSD. In the Cautionary
Letter, OFAC stated that (i) the Group’s sales to Cuba were not prohibited under OFAC
regulations, (ii) the processing of transactions by a U.S. financial institution between 2016
and 2020 for the benefit of persons in Iran did not comply with the ITSR, (iii) it had
determined to address this matter through the issuance of the Cautionary Letter, and (iv) it
would not be pursuing a civil monetary penalty or taking any enforcement action. OFAC
further indicated that the issuance of the Cautionary Letter represents its final
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determination as to all matters related to the VSD. On this basis, and the view of our
International Sanctions Legal Adviser, our Directors therefore consider the matter to be
fully resolved.

Sanctions laws and regulations are constantly evolving, and new persons and entities
are regularly added to the list of Sanctioned Persons. Further, new requirements or
restrictions could come into effect which might increase the scrutiny on our business or
result in one or more of our business activities being deemed to have violated sanctions. Our
business and reputation could be adversely affected if the authorities of United States, the
European Union, the United Nations, Australia or any other jurisdictions were to
determine that any of our future activities constitutes a violation of the sanctions they
impose or provides a basis for a sanctions designation of us. Further, we have made certain
undertakings to the Stock Exchange, including that we will not enter any future business, or
use the proceeds of the Global offering, in any manner that could violate any International
Sanctions. If we were to breach our undertakings to the Stock Exchange, we would be
subject to the risk of possible delisting of our Shares on the Stock Exchange. Please see the
section headed “Business — Business Activities in Countries Subject to International
Sanctions — Our Undertakings and Internal Control Procedures” for more information.
For details of our business operations in the Countries subject to International Sanctions
and our undertakings to the Stock Exchange and its related group companies, please refer
to the section headed “Business — Business Activities in Countries Subject to International
Sanctions”.

RISKS RELATING TO THE GLOBAL OFFERING

As the Offer Price of our H Shares is higher than our net tangible book value per H Share,
purchase of our H Shares in the Global Offering may experience immediate dilution upon such
purchases.

Potential investors will pay a price per H Share that substantially exceeds the per H
Share value of the Company’s tangible assets after subtracting the Company’s total
liabilities and will therefore experience immediate dilution when purchasing the H Shares
offered in the Global Offering. As a result, if the Company were to distribute its net tangible
assets to the Shareholders immediately following the Global Offering, potential investors
would receive less than the amount they paid for their H Shares. In addition, if we issue
additional H Shares or equity-linked securities at a price lower than the net tangible asset
value per H Share at the time of issuance, you and other purchasers of our H Shares may
experience further dilution in the net tangible asset value per H Share.
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Any further issue of Domestic Shares and subsequent conversion into H Shares in the future
could dilute your shareholding under H Shares, increase the supply of our H Shares in the
market and negatively impact the market price of our H Shares.

On 29 December 2017, the CSRC issued a press release in connection with the launch
of the H share full circulation pilot project (H2 i B H) (the “Pilot Project”). A
participating company, which was a H share company listed on the Stock Exchange, in the
Pilot Project would be allowed to convert certain of its domestic shares into H shares, which
are eligible to be listed and traded on the Stock Exchange. On 15 November 2019, the
CSRC announced to fully promote its “full circulation” reform of the H shares by covering
both qualified H share companies already listed on the Stock Exchange and companies
planning initial public offerings of the H shares on the Stock Exchange.

We have obtained the approval from the CSRC for the conversion of 305,000,000
Domestic Shares into Converted H Shares, and the Converted H Shares may be listed on the
Stock Exchange upon completion of the conversion. Such conversion will increase the
number of H Shares to 426,600,000 H Shares (assuming the Over-allotment Option is not
exercised) and in the case that there is any further issue of Domestic Shares and subsequent
conversion into H Shares in the future, your shareholding under the class of holders of our
H Shares will be diluted. Further, according to the PRC Company Law, the Shares issued
by our Company prior to the Global Offering (including a total of 305,000,000 Converted H
Shares held by nine existing Shareholders of our Company, including Mr. Fei) are restricted
from trading within one year from the Listing Date. Such restriction from trading will limit
the number of H Shares tradable on the market, which will in turn adversely affect the
liquidity of the H Shares during such restriction period. Any future sales (after the
expiration of the restrictions set out above) of Converted H Shares by relevant Shareholders
in the public market may affect the market price of our H Shares.

Since there will be a gap of several days between pricing and trading of our H Shares, holders
of our H Shares are subject to the risk that the price of our H Shares could fall during the
period before trading of our H Shares begins.

The initial price to the public of our H Shares sold in the Global Offering is expected to
be determined on the Price Determination Date. However, the H Shares will not commence
trading on the Stock Exchange until they are delivered, which is expected to be several
business days after the Price Determination Date. As a result, investors may not be able to
sell or otherwise deal in the H Shares during that period. Accordingly, Shareholders are
subject to the risk that the price of the H Shares when trading begins could be lower than
the Offer Price as a result of adverse market conditions or other adverse developments that
may occur between the time of sale and the time trading begins.
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There has been no prior public market for our H Shares, and there may be limited liquidity in
the H Shares and volatility in the price of the H Shares on the Main Board.

Prior to the Global Offering, there has been no public market for our H Shares. The
initial issue price range to the public for our H Shares was the result of negotiations between
us and the Sole Global Coordinator (for itself and on behalf of the Underwriters), and the
Offer Price may differ significantly from the market price for our H Shares following the
Global Offering. A Listing on the Stock Exchange, however, does not guarantee that an
active trading market for the H Shares will develop, or if it does develop, will be sustained
following the Global Offering, or that the market price of the H Shares will not decline
following the Global Offering. In addition, the Global Offering may not result in the
development of an active and liquid public trading market for our H Shares. Furthermore,
the price and trading volume of our H Shares may be volatile. Factors such as the following
may affect the volume and price at which our H Shares will trade:

e actual or anticipated fluctuations in our revenue and results of operations;
e loss of significant customers or material default by our customers;
e news regarding recruitment or loss of key personnel by us;

e announcements of competitive developments, acquisitions or strategic alliances in
our industry;

e changes in earnings estimates or recommendations by financial analysts;
e involvement in potential litigation or regulatory investigations;
e general market conditions or other developments affecting us or our industry;

e the release of lock-up or other transfer restrictions on our outstanding H Shares,
or sales or perceived sales of additional H Shares by us or other shareholders;

e our inability to obtain or maintain regulatory approval for our business
operations; and

e the operating and stock price performance of other companies, other industries
and other events or factors beyond our control.

In addition, H shares of other PRC issuers listed on the Stock Exchange have
experienced price volatility in the past, and it is possible that our H Shares may be subject
to changes in price not directly related to our performance.
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Future sales, or market perception of sales, of substantial amounts of our H Shares in the
public market, including any future offerings, could have a material adverse effect on the
market price of our H Shares and make it difficult for you to recover the full value of your
investment.

The market price of our H Shares could decline as a result of future sales of substantial
amounts of our H Shares or other securities relating to our H Shares in the public market,
or the issuance of new H Shares or other securities relating to our H Shares, or the
perception that such sales or issuances may occur. Future sales, or perceived sales, of
substantial amount of our H Shares could materially and adversely affect the market prices
of our H Shares and may also materially and adversely affect our ability to raise capital in
the future. In addition, the Shareholders would experience dilution in their holdings upon
our issuance or sale of additional securities in future offerings.

Historical dividends are not indicative of our Group future’s dividends.

Our Company had not declared any dividends for the three years ended 31 December
2020. Dividends of RMB30.8 million have been declared and paid by certain of our
subsidiaries to the then equity holder of the subsidiaries in mid-2018 prior to the regrouping
of our business entities detailed in the section headed “History — Evolution of our Group
— Spin-off from Qitian Technology and regrouping of our business entities” in this
prospectus. On 10 August 2021, our Shareholders resolved to amend another resolution of
the Shareholders dated 20 March 2021 and our Sharecholders approved a special dividend
distribution plan, pursuant to which we declared a special dividend from our distributable
reserve as of 31 May 2021, to the then existing Shareholders as of 31 May 2021 in
proportion to their respective shareholdings as of 31 May 2021, and a special dividend of
approximately RMB149.5 million (inclusive of tax) was declared as a result. The special
dividend has been fully settled in August 2021 by our Company with our internal resources
including proceeds from the repayment of the amount due from the Controlling
Shareholder and related parties. There is no assurance that dividends will be declared or
paid in the future, at a certain level or at all. Pursuant to our Articles of Association, our
Board may declare dividends in the future after taking into account our results of
operations, financial condition, cash requirements and availability and other factors as it
may deem relevant. Any distributable profits that are not distributed in any given year may
be retained and available for distribution in subsequent years. To the extent profits are
distributed as dividends, such portion of profits will not be available to be reinvested in our
operations.
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Furthermore, under the applicable PRC laws, dividends may be paid only out of profit
after taxation after we have made the following allocations: recovery of accumulated losses,
if any; allocations to the statutory common reserve fund equivalent to 10% of our profit
after taxation; and allocations that are approved by the sharecholders in a sharcholders’
meeting, if any, to any common reserve fund. Our profit distributable for the
above-mentioned allocations and our dividend distribution shall be our profit after
taxation as determined by PRC GAAP or IFRSs, whichever is lower. As a result, we may
not have sufficient profit to enable us to make future dividend distributions to the
Shareholders, even if one of our financial statements prepared in accordance with PRC
GAAP or IFRS indicates that our operations have been profitable. Subject to any of the
above constraints, there can be no assurance that we will be able to declare or distribute any
dividend.

Our future financing may cause dilution of your shareholding or place restrictions on our
operations.

In order to raise capital and expand our business, we may consider offering and issuing
additional H Shares or other securities convertible into or exchangeable for the H Shares in
the future other than on a pro rata basis to our then existing Shareholders. As a result, the
shareholdings of those Shareholders may experience dilution in earning per Share. If
additional funds are to be raised through debt financing, certain restrictions may be
imposed on our operations, which may (i) further limit our ability or discretion to pay
dividends; (ii) increase our risks in adverse economic conditions; (iii) adversely affect our
cash flows; or (iv) limit our flexibility in business development and strategic plans.

Our Controlling Shareholder has substantial influence over us and their interests may not be
aligned with the interests of our other Shareholders.

The interests of our Controlling Shareholder may differ from the interests of our other
Shareholders. Our Controlling Shareholder could have significant influence in determining
the outcome of any corporate transaction or other matter submitted to our Shareholders for
approval, including mergers, consolidations and the sale of all or substantially all of our
assets, election of Directors and other significant corporate actions. This concentration of
ownership, as a result, may discourage, delay or prevent a change in control of our
Company, which could deprive our Shareholders of an opportunity to receive a premium
for their H Shares in a sale of our Company or may reduce the market price of our H
Shares. In addition, to the extent the interests of our Controlling Shareholder conflict with
the interests of other Shareholders, the interests of other Shareholders may be
disadvantaged or harmed.
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Forward-looking statements contained in this prospectus are subject to risks and uncertainties.

This prospectus contains certain statements that are “forward-looking” and indicated
by the use of forward-looking terminology such as “believe”, “intend”, “anticipate”,
“estimate”, “plan”, “potential”, “will”, “would”, “may”, “should”, “expect”, “seek” or
similar terms. Prospective investors are cautioned that reliance on any forward-looking
statement involves risk and uncertainties and that, even if the Directors believe the
assumptions related to those forward-looking statements are reasonable, any or all of those
assumptions could prove to be inaccurate and as a result, the forward-looking statements
based on those assumptions could also be incorrect. The risks and uncertainties in this
regard consist of those identified in the risk factors discussed above. In light of these and
other risks and uncertainties, the disclosure of forward-looking statements in this
prospectus should not be regarded as representations by our Company that the plans and
objectives will be achieved, and investors should not place undue reliance on such
statements. Our Company does not undertake any obligation to update publicly or release
any revisions of any forward-looking statements, whether as a result of new information,
future events, or otherwise. Please refer to the section headed “Forward-looking
Statements” in this prospectus for further details.

Investors should not rely on any information contained in press articles or other media
regarding our Group or the Global Offering.

We wish to emphasise to prospective investors that we do not accept any responsibility
for the accuracy or completeness of the information contained in any press articles or other
media coverage regarding us or the Global Offering, and such information that was not
sourced from or authorised by us. We make no representation to the appropriateness,
accuracy, completeness or reliability of any information contained in any press articles or
other media coverage about our business or financial projections, share valuation or other
information. Accordingly, prospective investors should not rely on any such information
and should rely only on information included in this prospectus in making any decision as
to whether to invest in our Shares.
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Certain facts and statistics in this prospectus may not be reliable and accurate.

The facts and statistics disclosed in this prospectus (particularly those set out in the
section headed “Industry Overview” in this prospectus) relating to the PRC and other
countries, their economy, regulatory framework and the spectacle lenses industry have been
derived from various publications which we believe to be reliable. However, we cannot
guarantee the quality or reliability of such source materials. Whilst we have taken
reasonable care in the production of such information, they have not been independently
verified by us, the Sole Sponsor, the Sole Global Coordinator, the Sole Bookrunner, the
Joint Lead Managers or the Underwriters, any of our or their respective directors or any
other parties involved in the Global Offering. Therefore, all the aforesaid parties, including
but not limited to our Company and the Sole Sponsor, make no representation as to the
accuracy of such facts and statistics disclosed in this prospectus. Due to the possibly flawed
or ineffective data collection methods or discrepancies between published information and
market practise, the facts and statistics disclosed in this prospectus may be inaccurate or
may not fairly reflect the actual situations or market conditions. Furthermore, we cannot
assure that such information is stated or compiled on the same basis or with the same degree
of accuracy as may be the case elsewhere. Accordingly, prospective investors should not rely
on any such information and should rely only on information included in this prospectus in
making any decision as to whether to invest in our H Shares.
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In preparation for the Global Offering, our Company has sought the following waivers
from strict compliance with the relevant provisions of the Listing Rules.

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, we must have sufficient
management presence in Hong Kong. This normally means that at least two of the executive
Directors must be ordinarily resident in Hong Kong. Rule 19A.15 of the Listing Rules
further provides that the requirement in Rule 8.12 may be waived by the Stock Exchange in
its discretion.

Since a substantial portion of our business operations and management are carried out
in the PRC, there is no business need to appoint executive Directors based in Hong Kong.
As none of our executive Directors or senior management currently resides in Hong Kong,
we do not and, in the foreseeable future, will not have sufficient management presence in
Hong Kong for the purpose of satisfying the requirement under Rules 8.12 and 19A.15 of
the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
agreed to grant, a waiver from strict compliance with the requirement under Rules 8.12 and
19A.15 of the Listing Rules. In order to maintain effective communication with the Stock
Exchange, we will put in place the following measures in order to ensure that regular
communication is maintained between the Stock Exchange and us:

(a) we have appointed two authorised representatives pursuant to Rule 3.05 of the
Listing Rules. The two authorised representatives are Mr. Fei, an executive
Director, and Wong Keith Shing Cheung (“Mr. Wong”), a joint company
secretary. The authorised representatives will act as the principal channel of
communication between the Stock Exchange and our Company. The authorised
representatives will be available to meet with the Stock Exchange in Hong Kong
within a reasonable period of time upon request and will be readily contactable by
the Stock Exchange by telephone, facsimile and/or email to deal promptly with
any enquiries which may be made by the Stock Exchange. Each of the authorised
representatives is authorised to communicate on behalf of our Company with the
Stock Exchange;

(b) each of the authorised representatives has means to contact all Directors
(including the non-executive Director and the independent non-executive
Directors) promptly at all times as and when the Stock Exchange wishes to
contact the Directors on any matters. We will implement a policy whereby:

(1) each Director will provide his mobile phone number, office phone number,
residential phone number, email address and facsimile number to the
authorised representatives;
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(i1)) each Director will provide his phone numbers or means of communication to
the authorised representatives when he is travelling; and

(ii1) each Director will provide his mobile phone number, office phone number,
email address and facsimile number to the Stock Exchange;

(c) in compliance with Rule 3A.19 of the Listing Rules, we have retained Guotai
Junan Capital Limited to act as our compliance adviser, which will act as an
additional channel of communication between the Stock Exchange and our
Company for the period commencing on the Listing Date and ending on the date
that our Company publishes our financial results for the first full financial year
after the Listing Date pursuant to Rule 13.46 of the Listing Rules;

(d) our Company will inform the Stock Exchange promptly in respect of any change
in our Company’s authorised representatives and compliance adviser;

(e) each Director who is not ordinary resident in Hong Kong has confirmed that each
of them possesses or can apply for valid travel documents to visit Hong Kong and
can meet with the Stock Exchange within a reasonable period; and

(f) we will retain a Hong Kong legal advisor to advise us on the application of the
Listing Rules and other applicable Hong Kong laws and regulations after our
Listing.

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, our company secretary must be
an individual who, by virtue of his or her academic or professional qualifications or
relevant experience, is, in the opinion of the Stock Exchange, capable of discharging the
functions of company secretary. The Stock Exchange considers the following academic or
professional qualifications to be acceptable:

(a) a member of the Hong Kong Institute of Chartered Secretaries;

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

(c) a certified public accountant as defined in the Professional Accountants
Ordinance (Chapter 50 of the Laws of Hong Kong).

Note 2 to Rule 3.28 of the Listing Rules further provides that in accessing “relevant
experience”, the Stock Exchange will consider the individual’s:

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

(b) familiarity with the Listing Rules and other relevant law and regulations including
the SFO, Companies Ordinance, and the Takeovers Code;
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

(c) relevant training taken and/or to be taken in addition to the minimum
requirement under Rule 3.29 (i.e. not less than 15 hours of relevant professional
training in each financial year); and

(d) professional qualifications in other jurisdictions.

We have appointed Cao Xue (“Ms. Cao”) as one of the joint company secretaries.
Although Ms. Cao does not possess the qualification and sufficient relevant experience as
stipulated in the Notes to Rule 3.28 of the Listing Rules, we would like to appoint her as
our joint company secretary due to her past management experience within our Group and
her thorough understanding of the internal administration and business operations of our
Group as well as her industry knowledge. In addition, we have appointed Mr. Wong, who
fulfils the requisite qualification as required under Note 1 to Rule 3.28 of the Listing Rules,
to act as the other joint company secretary and to assist Ms. Cao to acquire all
qualifications and experience as the company secretary of the Company required under
Rule 3.28 of the Listing Rules.

Apart from discharging his functions in his role as one of our joint company
secretaries, Mr. Wong will assist Ms. Cao in enabling her to acquire the relevant company
secretary experience as required under Rule 3.28 of the Listing Rules and to become
familiar with the requirements of the Listing Rules and other applicable Hong Kong laws
and regulations. In addition, Ms. Cao will attend relevant professional training during each
financial year as required under Rule 3.29 of the Listing Rules.

We have applied for, and the Stock Exchange has granted, a waiver from strict
compliance of Rules 3.28 and 8.17 of the Listing Rules in respect of the appointment of Ms.
Cao as one of our joint company secretaries pursuant to Guidance Letter HKEX-GL108-20
on the following conditions:

(a) Ms. Cao must be assisted by Mr. Wong, who possesses the qualifications and
experience required under Rule 3.28 of the Listing Rules and is appointed as a
joint company secretary of our Company throughout the validity period of the
waiver; and

(b) the waiver is valid for period of three years from the Listing Date and will be
revoked immediately if and when Mr. Wong ceases to provide such assistance or if
there are material breaches of the Listing Rules by our Company.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors (including any proposed director who is
named as such in this Prospectus) collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies (WUMP) Ordinance, the
Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong
Kong) and the Listing Rules for the purpose of giving information with regard to us. Our
Directors (including any proposed director who is named as such in this Prospectus), having
made all reasonable enquiries, confirm that to the best of their knowledge and belief, the
information contained in this prospectus is accurate and complete in all material respects
and not misleading or deceptive, and there are no other matters the omission of which
would make any statement herein or this prospectus misleading.

CSRC APPROVAL

We have obtained an approval letter from the CSRC for the Global Offering, the
conversion of 305,000,000 Domestic Shares into H Shares and the making of the application
to list our H Shares on the Stock Exchange dated 9 October 2021. In granting such
approval, the CSRC does not accept any responsibility for our financial soundness or for
the accuracy of any of the statements made or opinions expressed in this prospectus.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering
which forms part of the Global Offering. Neither the delivery of this prospectus nor any
subscription or acquisition made under it shall, under any circumstances, create any
implication that there has been no change in our affairs since the date of this prospectus or
that the information in it is correct as at any subsequent time.

UNDERWRITING

For applicants under the Hong Kong Public Offering, this prospectus sets forth the
terms and conditions of the Hong Kong Public Offering. The Listing is sponsored by the
Sole Sponsor. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters under the terms of the Hong Kong Underwriting Agreement and is subject to
agreement on the Offer Price between our Company and the Sole Global Coordinator (for
itself and on behalf of the Underwriters). The International Placing is expected to be
underwritten by the International Underwriters. The Global Offering is coordinated by the
Sole Global Coordinator.

For further information about the Underwriters and the underwriting arrangements,
please refer to the section headed “Underwriting” in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by the
Sole Global Coordinator (for itself and on behalf of the Underwriters) and us on or around
Thursday, 9 December 2021, and in any event no later than Wednesday, 15 December 2021.

If, for any reason, the Sole Global Coordinator (for itself and on behalf of the
Underwriters) and us are unable to reach an agreement on the Offer Price on or before
Wednesday, 15 December 2021, or such later date or time as may be agreed between the
Sole Global Coordinator (for itself and on behalf of the Underwriters) and us, the Global
Offering will not become unconditional and will lapse.

RESTRICTIONS ON OFFER AND SALE OF OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public
Offering will be required to, or be deemed by his acquisition of Offer Shares to, confirm
that he is aware of the restrictions on the offer and sale of the Offer Shares described in this
prospectus.

No action has been taken to permit a public offering of the Offer Shares in any
jurisdiction other than in Hong Kong, or the distribution of this prospectus in any
jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for the
purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorised or to any person to
whom it is unlawful to make such an offer or invitation. The distribution of this prospectus
and the offer and sale of the Offer Shares in other jurisdictions are subject to restrictions
and may not be made except as permitted under the applicable securities laws of such
jurisdictions pursuant to registration with or authorisation by the relevant securities
regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING OF OUR H SHARES ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the granting of the listing of,
and permission to deal in, H Shares to be issued pursuant to the Global Offering (including
the additional H Shares which may be issued pursuant to the exercise of the Over-allotment
Option) and the Converted H Shares. No part of the share or loan capital of our Company
is listed on or dealt in on any other stock exchange and no such listing or permission to list
is being or proposed to be sought in the near future.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

We have instructed the H Share Registrar, and the H Share Registrar has agreed, not
to register the subscription, purchase or transfer of any H Shares in the name of any
particular holder unless the holder delivers a signed form to the H Share Registrar in
respect of those H Shares bearing statements to the effect that the holder:

(a) agrees with us and each of our Shareholders, and we agree with each Shareholder,
to observe and comply with the PRC Company Law, the Special Regulations and
our Articles of Association;

(b) agrees with us, each of our Shareholders, Directors, Supervisors, managers and
officers, and we, acting for ourselves and for each of our Directors, Supervisors,
managers and officers, agree with each Sharcholder, to refer all differences and
claims arising from our Articles of Association or any rights or obligations
conferred or imposed by the PRC Company Law or other relevant laws and
administrative regulations concerning our affairs to arbitration in accordance
with our Articles of Association, and any reference to arbitration shall be deemed
to authorise the arbitration tribunal to conduct hearings in open session and to
publish its award, which shall be final and conclusive;

(c) agrees with us and each of our Shareholders that our H Shares are freely
transferable by the holders of our H Shares; and

(d) authorises us to enter into a contract on his or her behalf with each of our
Directors, Supervisors, managers and officers whereby such Directors,
Supervisors, managers and officers undertake to observe and comply with their
obligations to our Shareholders as stipulated in our Articles of Association.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and on the terms and subject to the conditions set
out herein and therein. No person is authorised to give any information in connection with
the Global Offering or to make any representation not contained in this prospectus, and
any information or representation not contained herein must not be relied upon as having
been authorised by our Company, the Sole Sponsor, the Sole Global Coordinator, Sole
Bookrunner and Joint Lead Managers, the Underwriters, or any of their respective
directors, agents, employees, affiliates or advisors or any other party involved in the Global
Offering. For further details of the structure of the Global Offering, including its
conditions, and the procedures for applying for Hong Kong Offer Shares, please refer to the
sections headed “Structure and Conditions of the Global Offering” and “How to Apply for
Hong Kong Offer Shares” in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

H SHARE REGISTER AND STAMP DUTY

All of our H Shares issued pursuant to applications made in the Global Offering will be
registered on our H Share register of members to be maintained in Hong Kong by our H
Share Registrar. Our principal register of members will be maintained by us at our head
office in China. Dealings in our H Shares registered in our H Share register of members will
be subject to the Hong Kong stamp duty.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our H Shares on the
Stock Exchange and our Company’s compliance with the stock admission requirements of
HKSCC, our H Shares will be accepted as eligible securities by HKSCC for deposit,
clearance and settlement in CCASS with effect from the Listing Date or any other date as
may be determined by HKSCC. Settlement of transactions between participants of the
Stock Exchange is required to take place in CCASS on the second settlement day after any
trading day. All activities under CCASS are subject to the General Rules of CCASS and
CCASS Operational Procedures in effect from time to time. All necessary arrangements
have been made to enable our Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their
professional advisers if they are in any doubt as to the taxation implications of
subscribing for, purchasing, holding and dealing in our H Shares. None of our Company,
the Sole Sponsor, the Sole Global Coordinator, Sole Bookrunner and Joint Lead Managers,
the Underwriters, any of their respective directors or any other person or party involved in
the Global Offering accepts responsibility for any tax effects on, or liabilities of, any person
resulting from the subscription for, purchasing, holding, disposing of, or dealing in our H
Shares or the exercise of any rights attaching to our H Shares.

PROCEDURE FOR APPLICATION FOR THE HONG KONG OFFER SHARES

The procedure for application for the Hong Kong Offer Shares is set out in the section
headed “How to Apply for Hong Kong Offer Shares” in this prospectus.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in
the section headed “Structure and Conditions of the Global Offering” in this prospectus.

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and the related
stabilisation exercise are set out in the section headed “Structure and Conditions of the
Global Offering” in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

LANGUAGE

If there is any inconsistency between the English version of this prospectus and the
Chinese translation of this prospectus, the English version of this prospectus should prevail.
If there is any inconsistency between the Chinese names of the PRC nationals, entities,
departments, facilities, certificates, titles, laws, regulations and the like mentioned in this
prospectus and their English translations, the Chinese names shall prevail.

ROUNDING

In this prospectus, where information is presented in hundreds, thousands, ten
thousands, millions, hundred millions or billions, certain amounts of less than one hundred,
one thousand, ten thousand, one million, a hundred million or a billion, as the case may be,
have been rounded to the nearest hundred, thousand, ten thousand, million, hundred
million or billion, respectively. Unless otherwise stated, all the numerical figures are
rounded to one decimal place. Any discrepancies in any table or chart between totals and
sums of amounts listed therein are due to rounding.

EXCHANGE RATE CONVERSION

For exchange rate conversions throughout this prospectus, unless otherwise specified,
or in respect of transactions that have occurred at historical exchange rates, all conversions
from HKS$ to US$ were made at the rate of US$1.00 to HK$7.7902 and HKS$1.0 to
RMBO0.8193 as at 19 November 2021.

We make no representations and none should be construed as being made, that any of
the HKS, USS or RMB contained in this prospectus could have been converted into
amounts of any other currencies at any particular rate or at all on such date or any other
date.

For exchange rates translations throughout this prospectus (if any), we make no
representations and none should be construed as being made, that any of the Hong Kong
dollar or U.S. dollar amounts contained in this prospectus could have been or could be
converted into amounts of any other currencies at any particular rate or at all on such date
or any other date.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name
Executive Directors

Mr. Fei Zhengxiang (& #H)

Mr. Zheng Yuhong (¥R EAL)

Mr. Xia Guoping (2 [E°F)

Mr. Chen Junhua (P& #E)

Non-executive Director

Dr. Takamatsu Ken (=i#fi)

Residential Address

Room 901, No. 28

Lane 77, Fangdian Road
Pudong New Area, Shanghai
China

Room 1002, No. 32

Lane 8682

Chuanzhougong Road
Pudong New Area, Shanghai
China

Room 304, No. 94
Building 40

Zizhu Apartment
Chengdong Street
Dinghai District
Zhoushan, Zhejiang
China

No. 141

Jianguo Middle Road
Shanghai

China

1-24-11-1413,
Hagoromocho
Tachikawa-shi
Tokyo 190-0021
Japan
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name

Independent non-executive
Directors

Dr. Xiao Fei (H %)

Mr. Chen Yi (B—)

Mr. Jin Yiting (4 %2 5)

SUPERVISORS
Name

Mr. Zhang Huixiang (5% B H¥f)

Mr. Xu Jingming (#R#{H)

Mr. Tang Baohua (JH & %)

Residential Address

Room 201, No. 27
Lane 866, Yingkou Road

Shanghai
China

Flat B, 21/F
Block 2 Connaught Garden
155 Connaught Road West
Hong Kong

Room 203, No. 2

Lane 555, Luding Road
Putuo District, Shanghai
China

Residential Address

Room 501, No. 7

Lane 2192

South Pudong Road
Pudong New Area, Shanghai
China

No. 71, Gujiazhai
Changfeng Six Team
Chuansha Town

Pudong New Area, Shanghai
China

Room 101, No. 9

Lane 436, Jianghui Road
Shanghai

China

Nationality

Chinese

Chinese

Chinese

Nationality

Chinese

Chinese

Chinese

Further information about our Directors, Supervisors and other senior management
members are set out in “Directors, Supervisors and Senior Management”.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor

Sole Global Coordinator and
Sole Bookrunner

Joint Lead Managers

Guotai Junan Capital Limited

(a licenced corporation under the SFO

to engage in type 6 (advising on corporate finance)
regulated activities)

27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
(a licenced corporation under the SFO to
engage in type 1 (dealing in securities),

type 2 (dealing in futures contracts)

and type 4 (advising on securities)

regulated activities)

27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
(a licenced corporation under the SFO to
engage in type 1 (dealing in securities),

type 2 (dealing in futures contracts)

and type 4 (advising on securities)

regulated activities)

27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

HTF Securities Limited

(a licenced corporation under the SFO to
engage in type 1 (dealing in securities),
type 4 (advising on securities)

and type 9 (asset management)
regulated activities)

Unit 1807, 18/F

Office Tower

Convention Plaza

1 Harbour Road

Wan Chai, Hong Kong
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Co-manager

Legal Advisers to Our Company

Ever-Long Securities Company Limited

(a licenced corporation under the SFO to
engage in type 1 (dealing in securities),
type 4 (advising on securities)

and type 6 (advising on corporate finance)
regulated activities)

Room 1101-1102 & 1111-1112

11/Floor, Wing On Centre

111 Connaught Road Central

Sheung Wan, Hong Kong

Merdeka Securities Limited

(a licenced corporation under the SFO to
engage in type 1 (dealing in securities))
Room 1108-1110,

11/Floor, Wing On Centre

111 Connaught Road Central

Hong Kong

As to Hong Kong laws:

Miao & Co.

(In Association with Han Kun Law Offices)
Rooms 3901-05, 39/F

Edinburgh Tower, The Landmark

15 Queen’s Road Central

Hong Kong

As to PRC laws:

Han Kun Law Offices
33/F, HKRI Centre Two
HKRI Taikoo Hui

288 Shimen Road (No. 1)
Jing’an District

Shanghai 200041

PRC
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As to Japanese laws:

Kamimura Ohira & Mizuno
Toranomon 40 MT Building 3F
5-13-1 Toranomon

Minato-ku

Tokyo, 105-0001

Japan

As to International Sanctions laws:
Stephen Peepels, Esq.

Room 604, Sixth Floor
Hollywood Centre

77-91 Queen’s Road West

Sheung Wan

Hong Kong

Legal Advisers to the Sole Sponsor  As to Hong Kong laws:
and the Underwriters Chungs Lawyers
in association with DeHeng Law Offices
28/F, Henley Building
5 Queen’s Road Central
Hong Kong

As to PRC laws:

Grandall Law Firm (Shanghai)
23-25/F, Garden Square

968 West Beijing Road
Shanghai

PRC

Auditor and Reporting Accountants Ernst & Young
Certified Public Accountants
Registered Public Interest Entity Auditor
27/F, One Taikoo Place
979 King’s Road
Quarry Bay
Hong Kong

Transfer Pricing Consultant Ernst & Young Tax Services Limited
22/F, CITIC Tower
1 Tim Mei Avenue
Central
Hong Kong
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Property Valuer

Industry Consultant

Receiving Bank

Roma Appraisals Limited
22/F., China Overseas Building
139 Hennessy Road

Wan Chai

Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
2504 Wheelock Square

1717 Nanjing West Road

Shanghai 200040

China

Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong
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CORPORATE INFORMATION

Registered Office, Headquarters
and Principal Place of Business
in the PRC

Principal Place of Business
in Hong Kong

Company’s Website

Joint Company Secretaries

Authorised Representatives

Ist Floor, Building 36, No. 1-42

Lane 83, Hongxiang North Road
Lin-gang Special Area

China (Shanghai) Pilot Free Trade Zone
China

40th Floor, Dah Sing Financial Centre
No. 248 Queen’s Road East

Wanchai

Hong Kong

www.conantoptical.com.cn
(Note: the information contained on this website does
not form part of this prospectus)

Mr. Wong Keith Shing Cheung (T 7K §%)

(member of the Hong Kong Institute of Certified
Public Accountants)

40th Floor, Dah Sing Financial Centre

No. 248 Queen’s Road East

Wanchai

Hong Kong

Ms. Cao Xue (B2

No. 25, Baojiazhai

Minjian Village, Caolu Town
Pudong New Area, Shanghai
China

Mr. Fei Zhengxiang (% #H)
Room 901, No. 28

Lane 77, Fangdian Road
Pudong New Area, Shanghai
China

Mr. Wong Keith Shing Cheung (F 7K $%)

(member of the Hong Kong Institute of Certified
Public Accountants)

40th Floor, Dah Sing Financial Centre

No. 248 Queen’s Road East

Wanchai

Hong Kong
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Strategy Committee Mr. Fei Zhengxiang (&8 #) (Chairman)
Dr. Takamatsu Ken (=ifafi)
Dr. Xiao Fei (H2£)

Audit Committee Mr. Chen Yi (F{—) (Chairman)
Mr. Jin Yiting (4 #i5%)
Dr. Xiao Fei (H2£)

Remuneration Committee Mr. Jin Yiting (4% 5°) (Chairman)
Dr. Xiao Fei (H2£)
Mr. Chen Junhua (BE1& #E)

Nomination Committee Dr. Xiao Fei (4 %) (Chairman)
Mr. Chen Yi (Bf—)
Mr. Xia Guoping (& E-F)

Risk Management Committee Mr. Fei Zhengxiang (% ) (Chairman)
Mr. Zheng Yuhong (M & 4L)
Mr. Chen Yi (FE—)

ESG Committee Mr. Fei Zhengxiang (% 8 ) (Chairman)
Mr. Zheng Yuhong (BRE4L)
Mr. Xia Guoping (& )

H Share Registrar Computershare Hong Kong Investor
Services Limited
Shops 1712-1716
17th Floor, Hopewell Centre
183 Queen’s Road East
Wan Chai
Hong Kong

Compliance Adviser Guotai Junan Capital Limited
(a licenced corporation under the SFO
to engage in type 6 (advising on corporate finance)
regulated activities)
27/F, Low Block
Grand Millennium Plaza
181 Queen’s Road Central
Hong Kong
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Principal Banks

Shanghai Rural Commercial Bank,
Pudong Branch

1500 Century Avenue

Pudong New Area

Shanghai

PRC

China Construction Bank Corporation,
Shanghai Chuansha Sub-branch

No. 621, Miaojing Road

Pudong New Area

Shanghai

PRC

Jiangsu Qidong Rural Commercial Bank Co., Ltd.,
Binhai New City Sub-branch

No. 596, Nanhai Road

Binhai Industrial Park

Qidong, Jiangsu

PRC

China CITIC Bank, Shanghai Chuansha Sub-branch
5007 Chuansha Road

Pudong New Area

Shanghai

PRC
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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this
prospectus were extracted from different official government publications, available sources
from public market research and other sources form independent suppliers, and from the
independent industry report prepared by Frost & Sullivan. We engaged Frost & Sullivan to
prepare the Frost & Sullivan Report, an independent industry report, in connection with the
Global Offering. The information from official government sources has not been
independently verified by us, the Sole Global Coordinator, the Sole Sponsor, the Sole
Bookrunner, any of the Underwriters, any of their respective directors and advisers, or any
other persons or parties involved in the Global Offering, and no representation is given as to
its accuracy. Accordingly the information from official government sources contained herein
may not be accurate and should not be unduly relied upon.

SOURCE OF INFORMATION

We have commissioned Frost & Sullivan to conduct market research and prepare a
report on spectacle lens manufacturing market with the Global Offering (the “Frost &
Sullivan Report”). Frost & Sullivan is an independent global consulting firm founded in
1961 in New York that offers industry research and market strategies. We were charged
RMB645,000 by Frost & Sullivan in connection with its preparation of the report, which
our Directors believe that such fee reflects market rates for reports of this type. Our
payment of such fee is not contingent upon the results of its research and analysis.

In preparing the Frost & Sullivan Report, Frost & Sullivan conducted detailed primary
research which involved in-depth telephone and face-to-face interviews with industry
participants. Frost & Sullivan also conducted secondary research which involved reviewing
annual reports, industry publications and data based on its own research database. Frost &
Sullivan obtained the figures for various market size estimates from historical data analysis
plotted against macroeconomic data, and considered related industry drives. Its forecasting
methodology integrates several forecasting techniques with its internal analytics of critical
market elements investigated in connection with its market research work. These elements
primarily include identification of market drivers and restraints and integration of expert
opinions. In preparation of the Frost & Sullivan Report, Frost & Sullivan assumed: (i) the
industry drivers such as increasing purchasing power and increasing awareness of vision
health are likely to drive the resin spectacle lens industry in the forecast period; (ii) the
social, economic and political environment of the world is likely to remain stable in the
forecast period; and (iii) the negative effects of outbreak of COVID-19 to the macro
economy of the world will fade away after 2021.
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INDUSTRY OVERVIEW

OVERVIEW OF MACRO ECONOMY

The global nominal GDP experienced a stable growth from USD74.8 trillion in 2015 to
USDS&3.6 trillion in 2020. It is expected that the nominal GDP will reach USD100.7 trillion
in 2025 at a CAGR of 3.8%, despite the depression brought by COVID-19 in 2020. The
global economy is undergoing transformation from investment-driven to
consumption-driven, resulting in a sound and promising market. The global nominal
GDP per capita also increased progressively from USD10,185 in 2015 to USD10,873 in
2020 due to the gradual economic growth in these five years, and it is expected to reach
USD11,655 in 2025. According to the World Economic Outlook dated 27 July 2021 of
International Monetary Fund (IMF), global nominal GDP growth is projected at 6.0% in
2021, and the upward projection reflects constant fiscal support in a few large economies,
and anticipated vaccine-powered recovery in the second half of 2021. According to IMF,
emerging and developing countries in Asia such as the PRC which have controlled the
outbreak of COVID-19 successfully will be the key growth engines of the global economy in
2021. Additionally, with immunization coverage in developed countries such as the United
States and the United Kingdom increased via vaccination, the economic growth in these
regions is also expected to rebound in 2021. Most countries are expected to on track to
achieve broad vaccine availability by the end of 2022.

DEFINITION OF EYEWEAR AND SPECTACLE LENS

Eyewear is an accessory worn on or over the eyes for vision correction or protection of
eyes from harmful lights (ultraviolet lights, blue ray) and dust particles. In the present
scenario, eyewear is endowed with fashionable clements, as consumers not only wear
eyewear for vision correction, but also for enhancing one’s appearance. Additionally,
eyewear can be regarded as health-care products, which is highly correlated with vision
health. Contact lenses are also classified as eyewear.

A spectacle lens is a transparent optical device that focuses or disperses a light beam by
means of refraction and is the core functional part of regular eyewear. Most spectacle lens is
used as prosthetics for the correction of visual impairments such as myopia, hyperopia,
presbyopia, and astigmatism. With the continuous development of optical technology, the
spectacle lens are becoming multifunctional, for example, some myopic lens are also have
the function of illumination sensing and colour changing to protect eyes.

CLASSIFICATION OF RESIN SPECTACLE LENS

Spectacle Lens By material Resin By customisation Standardised By refractive
(100%) (~95%) (~89%) Lens with different refractive indexes
Glass Customised
(~5%) (~6%)

Note: the percentage illustrated above is based on the production value in the PRC in 2020

Source: Frost & Sullivan
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Resin lens is currently the most pervasive material for lens, which has replaced the
glass lens. Polycarbonate lens is one kind of special resin lens made of polycarbonate, whose
impact resistance is much better than regular resin lens and thus used in sports spectacles.
As a special resin lens with limited application scenarios, polycarbonate lens took less than
1% of the total production value of lens in the PRC in 2020.

Standardised lens is the most common lens in the market, which is made with general
parameters with different refractive indexes, lens designs and functionalities. The end users
will buy the standardised lens other than lens roughcasts based on their eyeglasses
prescription and the eyewear retailers will further process the lens to fit the spectacle frame
of the end users. Eyeglasses prescription contains general parameters in the product list of
standardised lens, while the actual parameters of end users are more personalized. In view
of the features of the standardised lens, the product list with reference prices is normally
offered to customers for selection. Some lens manufacturers would also include lens
roughcasts in the product list of standardised lens to cater the needs of certain kind of
customers such as spectacle lens brand owners for their further processing based on their
requirements. The lens roughcasts are primitive in nature without imposing any specific
corrective power and primarily used to produce customised lens while other kinds of
standardised lens are normally not used for such purpose.

Customised lens may have some personalised parameters (such as size, shape,
curvature and specific corrective power) which are tailor-made in nature according to the
request of the customers and are not available from existing product list of standardized
lens. The personalised parameters may include a combination of various parameters which
are prescribed in a single lens to correct the vision deficiencies such as correcting a
combination of presbyopia, myopia and astigmatism in a single lens while such combination
of parameters are not commonly requested by customers and therefore may not be offered
under the standardised lenses product list. Despite the unit price of customised lens is much
higher than standardised lens, the customised lenses are more effective on the vision
correction as compared to the standardised lenses resulting that more demanding individual
end users may prefer customised lenses along with the increasing purchasing power.

Refractive index, also called index of refraction, is a measure of the bending of a ray of
light when passing from one medium into another. The medium with high refractive index is
able to bend light more efficiently. Refractive index for lens is measured by sin (angle of
incidence)/sin (angle of refraction). Because of their ability to bend light more efficiently,
lens with higher refractive index for myopia have thinner edges than lens with the same
diopter of myopia that are made of material with lower refractive index. The refractive
index of the lens depends on the raw materials, and refractive indexes of 1.499, 1.56, 1.60,
1.67 and 1.74 are the most common refractive indexes for resin lens. The raw material of
high refractive index lens is much expensive, thus the price of lens is positively correlated
with the refractive index. In the future, new raw materials with higher refractive indexes
may be launched in the market, and the prices of relatively lower refractive indexes lens will
decrease.
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Glass is the traditional material for lens, while its impact resistance is much lower than
resin lens, which makes glass lens unsafe for wearer. The glass lens is only used in specific
occupations such as high temperature working environment as its melting point is much
higher than resin, thus it only takes approximately 5% by production value in the PRC in
2020. The refractive index of glass is 1.9, which is higher than all the resin materials, thus it
is also used for producing lens for extreme myopia.

GLOBAL RESIN SPECTACLE LENS MARKET

The resin spectacle lens are widely used for spectacle lenses and sunglasses lenses. The
total retail sales value of resin spectacle lens in the world increased from USD32.4 billion in
2015 to USD35.8 billion in 2020, representing a CAGR of 2.0%. It is expected that the
market size will increase to USD46.5 billion, representing a CAGR of 5.4% from 2020 to
2025.

Retail Sales Value of Resin Spectacle Lens Breakdown by Regions (2015-2025E)

CAGR North America  Asia & Pacific ~ Europe  Others Total
2015-2020 1.5% 2.2% 2.2% 3.3% 2.0%
USD billion 2020-2025E 4.8% 6.1% 5.4% 6.1% 5.4%
50.0
45.0
40.0
35.0
30.0
25.0
20.0
15.0
10.0
5.0
0.0
2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
I Others 1.7 1.8 2.0 2.0 2.1 2.0 22 23 24 2.6 2.7
[ Europe 13.0 13.6 14.2 14.8 154 14.5 15.5 16.5 17.3 18.1 18.8
I Asia & Pacific 7.1 74 7.1 8.1 8.5 7.9 8.5 9.0 9.6 10.1 10.6
I North America 10.6 10.9 11.3 11.7 12.2 11.4 12.2 12.9 13.4 14.0 14.4
Total 324 33.7 35.2 36.6 38.2 35.8 38.3 40.7 42.8 44.8 46.5

Note: North America includes the United States, Canada and Mexico; Europe includes the United
Kingdom, European Union and other non-member of European Union; Asia & Pacific includes
China, Japan, India, Taiwan, Korea, and Australia.

Source: Frost & Sullivan

The retail sales value of resin spectacle lens in North America, Asia & Pacific, Europe
and others had witnessed a growth of a CAGR 1.5%, 2.2%, 2.2% and 3.3% respectively
during 2015 to 2020. Such increase in retail sales value was mainly attributable to a rising
demands for spectacle glasses from multiple vision dysfunction patients, such as myopia,
hyperopia, presbyopia, and astigmatism etc. By 2025, the growth of retail sales value of
resin spectacle lens is likely to sustain in the aforementioned regions, with a CAGR of
4.8%, 6.1%, 5.4% and 6.1% respectively.
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The global retail sales volume of customised lens increased from 82.2 million pieces
from 2015 to 94.5 million pieces in 2020 and it will increase to 111.9 million pieces in 2023
and will further increase to 123.8 million pieces in 2025, representing a CAGR of 5.5%. It is
expected that the global demand for, and the sales volume of customised lens will continue
to be on increasing trend as supported by the following market drivers: (i) increasing
awareness of vision health and eye examinations enable customers to identify visual
impairment and enhance the possibility of seeking for the spectacle lenses with more
personalised parameters; and (ii) increasing income and purchasing power of consumers
across various regional markets will make the consumers to be more affordable on the
purchase of customised lenses and in turn further drive relevant demand.

OVERVIEW OF SPECTACLE LENS MANUFACTURING MARKET IN THE PRC
Market Size Analysis

Due to the business cycle and inventory cycle of the global market, the production
value of spectacle lens in the PRC fluctuated slightly in the past five years. The production
value of spectacle lens in the PRC increased from RMBI11,353.3 million in 2015 to
RMB12,240.7 million in 2020, representing a CAGR of 1.5%. In the future, driven by the
increasing population with ametropia issues caused by ageing population, and increasing
population with myopia issues by overusing of prevailing digital products such as
smartphones and tablets, and increasing disposable income of consumers all over the
world, the production value of spectacle lens in the PRC is expected to increase to
RMB14,066.7 million in 2025, representing a CAGR of 2.8% between 2020 to 2025.

The business cycle refers to the fluctuation of the macro economy. For the downstream
distributors and retailers, the inventory cycle is the phase of understanding, planning, and
managing their inventory levels, which involves accurate ordering of required inventory
based on demand and terms. It is expected that the business cycle and inventory cycle will
affect the production value in the future persistently.

Despite the refractive index of glass lens is much higher than resin lens, the impact
resistance of glass lens are much lower than resin lens, which makes it unsafe for wearer.
Thus most glass lens have been replaced by resin lens nowadays. Due to the high
performance-to-price ratio of products and established business connections,
approximately 80% of the resin lens manufactured in the PRC would be exported to
overseas markets, thus the total production value and volume of resin lens in the PRC is
highly correlated with the international trade policies and demand of global market.

The production value (estimated based on production volume times average ex-factory
price) of resin lens in the PRC recorded an overall growing trend from approximately
RMB10,621.8 million in 2015 to approximately RMBI11,633.3 million in 2020, representing
a CAGR of 1.8%. The production value of resin lens in the PRC is expected to increase to
RMB13,624.7 million in 2025, representing a CAGR of 3.2%. The resin lens manufacturing
market in terms of total production volume in the PRC decreased from 1,598.7 million
pieces in 2015 to 1,508.7 million pieces in 2020, and is expected to increase to 1,559.0
million pieces in 2025. The slight drop of total production volume of resin lens from 2015 to
2020 is due to the business cycle and inventory cycle of the global market.

— 99 —



INDUSTRY OVERVIEW

Production Value and Volume of Resin Lens in the PRC (2015-2025E)

CAGR 2015-2020  2020-2025E
Value 1.8% 3.2%
Volume -1.2% 0.7%
RMB million Million pieces
16,000.0 4,000.0
X 13,6247 |

14,000.0 16333 120082 121173 12,7450 12,8518 3,500.0
12,000.0 | 10,621.8 10,6424 g9gp9 107208 3,000.0
10,000.0 9.069.0 2,500.0
8,000.0 2,000.0

6,000.0 .\._’_.__.__.——-—I—H——I—+—I 1,500.0
40000 | 15987 14105  1,5087 15162 14926  1,530.6 15056  1,559.0

12417 L4124 13688 1,000.0
2,000.0 500.0

2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Source: Frost & Sullivan

Value Chain and Main Sales Channel Analysis

Raw Material R Spectacle Lens
Suppliers Manufacturers

Intermediaries (Wholesalers,
Trading Companies, Authorised
Distributors)

Eyewear Individual
Retailers end users

Spectacle Lens
Brand Owners

Source: Frost & Sullivan

Raw material suppliers: Providing raw materials such as resin, chemical additives to the
spectacle lens manufacturers or the manufacturing business unit of spectacle lens brand
owners.

Spectacle lens manufacturers: Manufacturing lens and distributing the lens to
downstream. The manufacturers who produce and sell the standardised lens would
constitute conducting ODM manufacturing services if such lens products are required by
spectacle lens brand owners and produced based on their requirements given that (i) the
subsequent sales of those products would normally involve the brands of spectacle lens
brand owners instead of the manufacturers; and (ii) the manufacturing of standardised lens
is based on the customer’s requirements selected from the parameters offered and
formulated by the manufacturers. Some of the manufacturers who provide ODM
manufacturing services for the spectacle lens brand owners, may not be able to provide a
full range of standardised lens covering all refractive indexes as the raw material suppliers
may not provide full range of resin to all their downstream customers. The manufacturers
with strong production capability and sales channel may provide the lens or the spectacles
with their lens which are ready-to-wear to customers without the needs for further
processing.
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Spectacle lens brand owners: Managing own lens brand, and manufacturing lens by
own manufacturing business unit or purchase lens from other spectacle lens manufacturers
if they consider that (i) the purchase of lens products from other lens manufacturers is
commercially beneficial to them; or (ii) sometimes they are not able to produce the lens
required. The spectacle lens brand owners would distribute the lens on their brands to
downstream. The major spectacle lens brand owners include Company A and Company D
which have been disclosed under the paragraph headed “Competitive Landscape Analysis
— Ranking of Resin Spectacle Lens Manufacturers by Production Volume in the PRC”.

Intermediaries: Purchasing lens from spectacle lens manufacturers or spectacle lens
brand owners, and selling the lens to the eyewear retailers. Generally the intermediaries
would not further process the lens purchased.

Eyewear retailers: Purchasing the spectacle lens from intermediaries or manufacturers,
helping the end users to choose lens fitting their eyesight via optometry, cutting the lens to
fit the spectacle frame.

Due to the mid-stream position of the spectacle lens manufacturers in the industry
value chain, the spectacle lens manufacturers normally sell their products to intermediaries
such as wholesalers, trading companies and authorised distributors in the PRC and
overseas. Besides, these manufacturers also sell standardised lens such as lens roughcasts
which require further processing such as polishing and engraving to other branded lens
manufacturers based on their specifications and requirements. The lens distributed by the
intermediaries normally requires further processing by the eyewear retailers to fit the
spectacle frame of end users. It is common in the industry that the spectacle lens
manufacturers, spectacle lens brand owners and intermediaries may purchase standardised
lens from each other to tackle with products shortage. In the past, the intermediaries
controlled the connection between the eyewear stores and manufacturers, even some of
them have their own optical labs to process the lens. With the development of e-commerce
and logistics services, there is a market trend for the spectacle lens manufacturers to sell the
lens products with its own brand name through online e-commerce platforms to shorten the
reaching path to the spectacle end-users.

Additionally, spectacle lens manufacturers also attempt to eliminate the intermediaries
in the distribution process to sell to eyewear stores directly. As a result of the expansion of
the sales channel to online e-commerce platforms and elimination of intermediaries, the lens
products can be sold to customers at higher prices. The disintermediation in the sales of
spectacle lens may further enhance the revenue and profit margin of the spectacle lens
manufacturers.
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Raw Material Analysis

The major raw materials for manufacturers of resin lens is resin monomers. Such raw
material is mainly supplied by the upstream chemical groups such as Mitsui Chemicals, Inc.,
a Japanese chemicals company which is the main supplier of resin monomers to leading
manufacturers of resin lens. Mitsui Chemicals, Inc. is also the dominant supplier of resin
monomers for the production of resin lens with refractive index of 1.74. As a global and
major supplier of resin monomers for the leading lens manufacturers, Mitsui Chemicals,
Inc. are less price sensitive in respect of the resin monomers they provided. The price index
of resin monomers has decreased slightly in the past few years due to product upgrading, as
the upstream suppliers may reduce the prices of some of their old products. The price index
of resin monomers is expected to decrease in the next few years. As of 2020, the price of
resin monomers with refractive index of 1.60 is approximately RMBI130 per kilogramme;
the price of resin monomers with refractive index of 1.67 is approximately RMB220 per
kilogramme; the price of resin monomers with refractive index of 1.74 is approximately
RMBS550 per kilogramme. Set out below is the price index of resin monomers in the PRC
from 2015 to 2025:

Price Index of Resin Monomers in the PRC (2015-2025E) "o/

2015=100
120.0

100.0
80.0
60.0
40.0

20.0

T [ 2015 [ 2016 [ 2017 | 2018 | 2019 | 2020 | 2021E | 2022E | 2023E | 2024E | 2025E
Resin monomers | 1000 | 988 | 976 | 963 | 965 | 968 | 964 | 960 | 956 | 952 | 949

Source: Frost & Sullivan
Note: The above price index does not take into account fluctuations in exchange rates.

Average Ex-factory Price Analysis

The average ex-factory price of resin lens in the PRC is highly correlated with the
market demand and increasing labor cost. The average ex-factory price of resin lens
increased from RMB6.64 per piece in 2015 to RMB7.71 per piece in 2020, and it is expected
to increase to RMBS8.74 per piece in 2025. Relatively lower average ex-factory price as
compared to the retail price was principally due to the involvement of intermediaries. As
such, the spectacle lens manufacturers put efforts on shortening the reaching path to
end-users to increase the selling price of the lens products.
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Average Ex-factory Price of Resin Lens in the PRC (2015-2025E)

RMB per piece
10.00

8.00 /\/_/
6.00
400

2.00

[ 2005 T 2016 [ 2017 ] 2018 [ 2019 [ 2020 | 2021E [ 2022E [ 2023E | 2024E [ 2025E |
Average Ex-factory Price | 6.64 | 730 | 754 | 729 | 760 | 771 | 792 | 812 | 833 | 854 | 874 |

Source: Frost & Sullivan
Market Drivers Analysis
Increasing purchasing power

Increasing purchasing power backed by rising disposable incomes amongst the
consumers across various regional markets is expected to drive the demand for such
high-end global resin spectacle lens across the global market. Growing income level and
households in the middle class have led to increased aggregated disposable income in
developing regions. This has led to a rise in spending on corrective eyewear products, which
may drive demand for resin spectacle lens over the coming years. Strong economic growth
especially in countries such as China, India and Brazil is expected to contribute to the
market growth.

Growing visual deficiency and eye defects

Growing visual impairment and needs for vision correction have already resulted in
increased demand for spectacle lens. The younger generation is spending more time on
digital devices, such as mobile, laptops and video games in an early age, which have
negative impacts on their visual ability. Those individuals with eyes deficiencies, especially
myopia, would demand for corrective spectacles. The total number of people with
ametropic issues in the world increased from 2,137.9 million in 2015 to 2,401.4 million in
2020, and it is expected to reach 2,664.3 million in 2025, representing a CAGR of 2.4%
from 2015 to 2020 and 2.1% from 2020 to 2025, respectively. Hence, growing visual
deficiencies and vision impairments would contribute to the growth of spectacle lens
manufacturing market.

Development of e-commerce

With the rapid development of e-commerce industry as well as the significant
improvements in technology bringing more options to the market, the spectacle lens
manufacturers are no longer being limited to rely on the intermediaries for product
distribution. Some of the spectacle lens manufacturers can take advantage of the leading
e-commerce platforms in the PRC to reach the end-users all over the world more directly
and easily, and achieve business growth eventually.
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Increasing awareness of the vision health

Even though the people do not have eye illness, the people become more focusing on
the eye healthiness resulting in the demand on the eyewear with eye protective function such
as blue-ray blocking, anti-infrared, anti-ray. Additionally, the customers especially those in
developed countries may do routine eye test carried out by opticians periodically to keep in
vision health. They will wear spectacles based on the advices and prescriptions.

Innovative new technologies in manufacturing

In the past few years, the manufacturers in the spectacle lens industry in the PRC have
developed new optical technologies enriching the auxiliary functions of lens such as color
changing, blue-ray blocking, anti-dazzle, anti-infrared, anti-bacterial, myopia prevention,
etc. Products with advanced technologies are more competitive and generally enjoy higher
selling prices in the market. The popularity of innovative new technologies in the spectacle
lens manufacturing industry will drive the increase in overall market value.

Future Trends Analysis
Brand cultivation

The spectacle lens manufacturing market in the PRC is still at the midstream of the
international industrial value chain. Most spectacle lenses made in China are low value
added products produced under labour intensive model. High added value brought by
brand effects is usually gained by foreign players with established brands. To shorten the
reaching path to end-users, spectacle lens manufacturers in the PRC will cultivate their own
brands. Having own brands means having core competence and more development
potential. Therefore, to achieve breakthrough, spectacle lens manufacturers are expected to
continue to invest in brand promotion.

More high-end products

In the future, consumers expect more functions in their spectacle lens and
manufacturers have been trying to incorporate new technologies to satisfy the customer
needs. The demand for multifunctional spectacle lens are expected to grow in the future.
Thus, manufacturers in the spectacle lens manufacturing industry in the PRC will invest
more resources to increase the production lines for multifunctional spectacle lens.
Additionally, since higher refractive index lens would result in higher optical
performance, with the growth of income, more consumers will prefer lens with high
refractive index in the future.
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Threats Analysis
Increasing use of contact lenses

Contact lenses are more versatile and popular than ever before, as some people may
consider it not fashionable to wear spectacles. Contact lenses allow individuals to maintain
a natural appearance without spectacles. Coloured contact lenses can change the
appearance of wearers’ eyes, thus it is appreciated by young generations. In the past five
years, the retail sales of contact lenses in the PRC experienced a growth with a CAGR of
5.8%. On a global scale, with benefits of convenience and aesthetic, contact lenses have
become trendy in recent years. For example, according to the Vision Council of United
States, the number of adult contact lens users in the U.S. has reached 42.7 million in 2018,
which represented an aggregate increase of 36.4% over the past 13 years. As a substitute,
the popularity of contact lenses will impose constraints on the development of spectacle lens
manufacturing industry.

Advanced vision correction techniques

Owing to the constantly advancing biotech and medical technology, continuous
progress in vision correction techniques has been developed in the world in recent years,
which provides an alternative solution to customers who have vision issues. Vision
correction techniques like LASIK (Laser Assisted In-situ Keratomi) and PRK
(Photorefractive Keratectomy) is expected to introduce challenges in the growth
trajectory of spectacle lens manufacturing industry. As a matter of fact, LASIK and
PRK are both risky, with certain potential side effects including dry eyes and glare. Due to
the side effects and risks of these eye surgeries, not all people are willing to undergo such
operations.

OVERVIEW OF EYEWEAR MANUFACTURING MARKET IN JAPAN
Total Production Value and Volume of Resin Lens in Japan

The production value of resin lens in Japan decreased from USD436.3 million in 2015
to USD420.1 million in 2020, representing a CAGR of —0.8%, and is expected to grow at a
CAGR of 3.1% from 2020 to 2025. The resin lens market in terms of total production
volume in Japan decreased from 91.5 million pieces in 2015 to 87.8 million pieces in 2020,
representing a CAGR of —0.8%, and the production volume is expected to increase to 102.7
million pieces in 2025.

Due to the outbreak of COVID-19 in 2020 in Japan, the manufacturing sector
including the resin lens manufacturing industry in certain regions in Japan failed to
maintain regular production, which resulted in the product value and volume of resin lens
in Japan decreased dramatically in Japan in 2020. In the future, the pandemic of COVID-19
is expected to fade away with the vaccination in developed regions including Japan, the
resin lens manufacturing industry in Japan will rebound in the next five years.
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Total Production Value and Volume of Resin Lens in Japan (2015-2025E)

CAGR 2015-2020  2020-2025E
Value -0.8% 3.1%
Volume -0.8% 3.2%
USD million Million pieces
600.0 120.0
101.3 102.7
94.1 954 9.5 97.4 99-5
5000 | 9LS 928 87.8 92.6 100.0
400.0 80.0
300.0 poon 60.0
2000 | 4363 445.6 4514 458.1 463.4 420.1 4416 463.4 480.1 485.4 : 400
100.0 20.0
2015 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Source: Frost & Sullivan
Market Driver
Industry reputation

With the expansion and exposure of many Japanese eyewear companies in the global
eyewear market, increasingly users all over the world are using Japanese eyewear products.
With the gradual precipitation of market, the advanced manufacturing technology and high
product quality of Japanese spectacle lens are gradually favoured by more users around the
world, which will gradually increase the demand for Japanese spectacle lens in the future.

Future Trend
Increasing importance of the PRC market

Japanese spectacle lenses have good reputation in the PRC owing to the good quality.
It is expected that the PRC will become an important export destination of Japanese
spectacle lenses in the future. Additionally, some leading manufacturers in the PRC will
cooperate with Japanese manufacturers to develop the PRC market in the future.

OVERVIEW OF SPECTACLE LENS EXPORT
Total Export Value and Volume of Spectacle Lens

The PRC is one of the largest countries for spectacle lens exporting, and accounts for
more than one-sixth of the total export value of spectacle lens in the world. The total export
value (estimated based on export volume times average export price) of spectacle lens of the
PRC increased from USDI1,156.1 million in 2015 to USDI1,224.1 million in 2020,
representing a CAGR of 1.1%. The total export value of spectacle lens of the PRC
fluctuated slightly in the past five years because of the business cycle and inventory cycle of
the global market. The total export value of spectacle lens of the PRC will increase to
USD1,351.0 million in 2025, representing a CAGR of 2.0%.
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The total export volume of spectacle lens of the PRC decreased from 1,472.5 million
pieces in 2015 to 1,362.7 million pieces in 2020. The total export volume of spectacle lens of
the PRC fluctuated slightly in the past five years because of the business cycle and inventory
cycle of the global market.

Set out below is the total export value and volume of spectacle lens of the PRC from
2015 to 2025:

Total Export Value and Volume of Spectacle Lens of the PRC (2015-2025E)

CAGR: CAGR:
Item Unit 2015 2016 2017 2018 2019 2020 2021E  2022E  2023E  2024E  2025E 2015-2020 2020-2025E
Export Value (Resin Lens) USD million 1,081.6 841.9 11,0173 9242 1,020.2 1,150.9 1.181.6 11,1822 12429 12335 1,304.2 1.2% 2.5%
Export Volume (Resin Lens) — Million pieces 1,339.1  1,010.7 1,203.3 1,106.9 11,1442 1241.6 1243.8 12149 12477 12103 12513 1.5% 0.2%
Export Value (Glass Lens) USD million 74.5 574 53.4 59.9 116.0 73.2 60.4 57.6 55.3 50.1 46.8 —0.4% -8.6%
Export Volume (Glass Lens)  Million pieces 133.4 100.2 90.5 99.5 191.2 121.1 100.0 95.1 90.8 81.5 75.5 -1.9% -9.0%

Source: Trade Map; Frost & Sullivan
Threats Analysis
Outbreak of the COVID-19

The outbreak of the COVID-19 is already disrupting the global consumer market
including the spectacle lens market in profound ways. Supply chains have been interrupted
as workers are furloughed, leading to cascading series of delays of the spectacle lens
manufacturers. Additionally, many citizens in the global market have been forced to
self-quarantine at home, and the shops including optometric centres and offline eyewear
shops were temporarily closed. Thus the export of spectacle lens from the PRC has been
negatively affected. However, given that eyewears are considered necessities in view of its
function for vision correction, the consumption demand would not be eliminated in the long
run.

The unsettled trade war between the United States and the PRC

The United States has massive trade deficit of more than USDS500 billion dollars with
the PRC in 2018. The United States has targeted to reduce this deficit by USD100 billion
and protect its domestic producers from competition from Chinese products with cost
advantage. Thus the United States started a trade war with the PRC in 2018, by imposing
tariffs on the imports from the PRC. The eyewear products such as spectacle lens,
spectacles, sunglasses, etc., are included in the USD300 Billion Trade Action (List 4), which
imposes additional duties of 10% ad valorem on products. The United States is a huge
market for spectacle lens, the domestic supply of spectacle lens cannot meet the demand of
the domestic market, and thus there is a lack of viable alternative suppliers of spectacle lens
in United States. The spectacle lens exported from the PRC is put at risk of rising tariffs
despite most manufacturers in the PRC has shifted the additional duties to the importers in
the United States.
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COMPETITIVE LANDSCAPE ANALYSIS

The competition among the spectacle lens manufacturing market in the PRC is very
intense, and as estimated, there are approximately 1,450 manufacturers in the PRC. These
manufacturers compete on various aspects such as financial strength, relationship with the
suppliers and customers, research and development capability and competent staff. The
growth pattern of the spectacle lens manufacturing market in the PRC is now transferring
from cost-driven model to technology-driven model. Thus, the leading domestic
manufacturers in the PRC are now investing in research and development actively to
seize the opportunity of product upgrade.

The global resin spectacle lens manufacturing market was considered relatively
concentrated and the top ten eyewear companies generated an aggregated revenue of
USD12.21 billion, occupying 34.1% of the market in 2020.

Entry Barriers of Spectacle Lens Manufacturing Market
High investment

Generally, running spectacle lens manufacturing business involves a great amount of
working capital for overhead expenditures across the whole process, such as raw material
purchasing, production, product storage as well as damaged product depletion. If the
spectacle lens manufacturer intends to build its own brand, it will have to bear additional
marketing and advertising expenses. New entrants may find this challenging if they lack
such funding capability to afford the operation cost.

Close and established relationship with upstream vendors

Large spectacle lens manufacturers usually have a long-term relationship with
upstream vendors such as raw material suppliers, thus ensuring stable product prices for
its customers. Meanwhile, large spectacle lens manufacturers have also achieved economies
of scale through years’ of operation and have also demonstrated stronger bargaining power
over upstream vendors, thus enhancing their profitability. However, new entrants may not
enjoy competitive product prices in the absence of long-term relationship with the suppliers,
which may restrain their further expansion in the market.
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Ranking of Resin Spectacle Lens Manufacturers by Production Volume in the PRC

The Group was the largest manufacturer of resin lens with an approximate market
share of 8.5% in terms of production volume in 2020. The aggregated market share of top

five manufacturers in the PRC is approximately 25.0% in 2020.

Company
name/
Ranking  Listing status

1 The Group
2 Company A/
Private
3 Company B/
Private
4 Company C/
Private
5 Company D/
Private
Top S
Total

Source: Frost & Sullivan

Ranking of Resin Spectacle Lens Manufacturers by Export Value from the PRC

Brief introduction

Company A is a domestic leading spectacle lens
manufacturer and brand owner in the PRC.

Company B is a subsidiary company of a South
Korean spectacle lens manufacturer in the PRC,
with its factory in Jiaxing.

Company C is a subsidiary company of a South
Korean spectacle lens manufacturer in the PRC,
with its factory in Hangzhou.

Company D is a domestic leading spectacle lens
manufacturer and brand owner in the PRC.

Production
volume of resin
spectacle lens,
2020

(million pieces)

Market share

128.2 8.5%
96.5 6.4%
91.9 6.1%
35.8 2.4%
24.6 1.6%

377.0 25.0%

1,508.7 100.0%

In 2020, there were approximately 1,600 enterprises in the PRC engaged in the resin
spectacle lens export business, of which approximately 65.0% were intermediaries including
trading companies, leaving the rest as manufacturers. Many international brands value the
integrated supply chain for spectacle lens manufacturing and the cost-effective labour force
in the PRC, and therefore set up their factories in the PRC and export the lens made in the
PRC to other overseas countries.
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The Group was the largest exporter in the PRC in terms of the export value in 2020,
taking up a market share of around 7.3%, while the top five exporters holding an
aggregated market share of about 29.5% in the total export value.

Revenue
generated from
Company resin spectacle
name/ lens export,
Ranking  Listing status  Brief introduction 2020V°" Market share
(USD million) (%)
1 The Group 83.7 7.3%
2 Company E/ Company E is a subsidiary company of a German 70.7 6.1%
Private high-tech company in the PRC, whose business
includes optical instrument, semiconductor and
medical instrument.
3 Company B/ Company B is a subsidiary company of a South 69.5 6.0%
Private Korean spectacle lens manufacturer in the PRC, its
factory is in Jiaxing.
4 Company F/ Company F is a subsidiary company of a world’s 67.9 5.9%
Private leading spectacle lens company in the PRC.
5 Company C/ Company C is a subsidiary company of a South 47.9 4.2%
Private Korean spectacle lens manufacturer in the PRC, its
factory is in Hangzhou.
Top 5 339.7 29.5%
Total 1,150.9 100.0%

Note: The exchange rate adopted is USD1=RMB6.8974, the official exchange rate of 2020 by National
Bureau of Statistics.

Source: Frost & Sullivan
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Ranking of Resin Spectacle Lens Market by Revenue in the Global Range

The global resin spectacle lens market was considered relatively concentrated and the
top ten eyewear companies generated an aggregated revenue of USDI12.21 billion,
occupying 34.1% of the market in 2020. The Group ranked the ninth and contributing
approximately 0.4% in the total market.

Ranking

Note:

Company
name/
Listing status

Company G/
Listed

Company H/
Listed

Company [/
Listed

Company J/
Private

Company K/
Private

Company L/
Listed

Company N/
Listed
Company M/
Private

The Group
Company O/
Private

Brief introduction

Company G is a fully integrated eyewear company
and a global leader in the design, manufacture
and distribution of ophthalmic lenses, frames and
sunglasses.

Company H is a med-tech company listed on the
Tokyo Stock Exchange and is a specialty
manufacturer of optical glass. It was founded in
1941 in Japan and its healthcare segment deals
with eye glass lens and contact lens.

Company I is a Germany eyewear company, which is
committed to providing semiconductor, industrial
quality & research services, medical technology
and consumer products.

Company J is a German manufacturer of spectacle
frames and ophthalmic lenses. It offers products
including single vision and progressive lenses for
the workplace and sports environments.

Company K deals in manufacturing, marketing and
selling of ophthalmic lenses. The company offers
polarised, light responsive and progressive lenses.

Company L is a Germany eyewear company, which
is committed to providing customers lens
products and free insurance services.

Company N is a leading eyewear market that designs
produces and distributes lens products.

Company M is a global eyewear company that
provides customers eyewear products.

Company O is a leading resin spectacle lens
manufacturer that provides global customers with
high quality lens products.

Source: Frost & Sullivan
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Headquarter

Italy

Japan

Germany

Germany

U.S.

Germany

Italy
U.S.
The PRC

South
Korea

Revenue
generated
from sales of

resin spectacle
(Note)

Market share,

‘ 2020
(USD billion)
6.67 18.6%
1.81 5.1%
1.19 3.3%
0.74 2.1%
0.72 2.0%
0.39 1.1%
0.25 0.7%
0.17 0.5%
0.16 0.4%
0.11 0.3%
12.21 34.1%
35.80 100.00%

The exchange rate adopted is USD1 =RMB6.8974, the official exchange rate of 2020 by National
Bureau of Statistics.
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Major Requirements of a Special-municipality/Provincial/State-level research and
development centre

The state-level Enterprise Technology Centre is evaluated by the Ministry of Science
and Technology, which is the highest level of research and development centre in the PRC.
Special-municipality level Enterprise Technology Centre and Provincial level Enterprise
Technology Centre are of the same level. The requirements in different provincial-level
administrative regions may be slightly different.

Major requirements for

all levels of Enterprise
Technology Centres

Annual income of
principal business
Annual actual tax paid
Annual research and

development
expenditure

Original value of

Special-municipality
level (Shanghai)

> RMB300 million

N/A

> RMBI10 million;
>3% of the annual
income of principal
business

> RMBI10 million

Provincial level
(Jiangsu)

>RMBI100 million

> RMB8 million
> RMB8 million

> RMBS8 million

State level
N/A

N/A
>RMBI15 million

> RMB20 million

technological
development
equipment

The number of
personnel for
research, testing and
development

The number of
intellectual properties

Years of certification

>150

>6(note 1) N/A N/A

N/A N/A More than two years

of provincial-level

Note 1: The applicant obtained not less than 6 intellectual properties by way of its own research and
development during three years preceding the application for the certification and had made
application for the invention patent in the year preceding the application for the certification.

Source: Administrative Measures for the Accreditation of National Enterprise Technology Centres of the
PRC (2016),; Administrative Measures of Shanghai Municipality on the Enterprise Technology
Centres (2017 Revision); Administrative Measures for Jiangsu Province on the Enterprise
Technology Centre Certification (2010); Frost & Sullivan
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PRC LAWS AND REGULATIONS

This section sets forth a summary of the most significant laws and regulations that
affect our business in the PRC. Information contained in this section should not be
construed as a comprehensive summary of laws and regulations applicable to us.

Regulations on Import and Export of Goods

Pursuant to the Foreign Trade Law of the PRC ("3 ARILFAEEING 5 k)
promulgated by the Standing Committee of the National People’s Congress (the
“SCNPC”) on 12 May 1994 and amended on 6 April 2004 and 7 November 2016
respectively, the State may restrict or prohibit the import or export of relevant goods or
technologies for the prescribed reasons. Foreign trading operators who conduct import
and/or export of goods and/or technologies shall file with relevant foreign trade
administration.

Pursuant to the Measures for the Registration Filings of Foreign Trade Business
Operators (¥ 4MNE 5 K84 3 M 2 550 #2) promulgated by the Ministry of Commerce (the
“MOFCOM?”) on 25 June 2004 and amended on 18 August 2016, 30 November 2019 and 10
May 2021, foreign trade business operators engaging in goods and technologies import or
export shall go through registration filings at the MOFCOM or other institutions
authorised by the MOFCOM, unless otherwise stipulated by the laws, administrative
regulations or the regulations issued by the MOFCOM. Administration of Customs will not
proceed declaration, inspection and release formalities for foreign trade business operators
who fail to make the registration filings in accordance with the above measures.

Pursuant to the Regulations of the PRC on the Administration of the Import and
Export of Goods (H'3E A\ RILFNE B Y)HE 08 F B F]) promulgated by the State Council
on 10 December 2001, the import and export of goods are generally allowed by the PRC
government, but the prohibitions or restrictions explicitly stipulated in the laws or
administrative regulations shall still be complied with during the conduct of import and
export of goods by individuals or entities.

Pursuant to the Imported and Exported Commodity Inspection Law of the PRC ('3
N R ILANE A O pE AR B ), promulgated by the SCNPC on 21 February 1989 and
amended on 28 April 2002, 29 June 2013, 27 April 2018, 29 December 2018 and 29 April
2021 and its implementing rules, inspection and quarantine institutions will conduct
mandatory inspections on the imported or exported commodities that are listed on the List
of Imported and Exported Commodities for Inspection (ZifiA%5% 14 H 1174 5 H %) or
required by the laws and administrative regulations, and will conduct random inspections
on the commodities not in the above scope.

Pursuant to the Measures for the Administration on Entry-Exit Inspection and
Quarantine Declaration of Enterprises (5 ASEAGE A0 ok £ E HHHE) issued by
General Administration of Customs on 29 May 2018 and effective on 1 July 2018, the
shipper or consignee of the imported or exported commodities who goes through
declaration and inspection formalities for itself shall be filed with the competent
Administration of Customs.
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Pursuant to the Provisions of the PRC on the Administration of Registration of
Customs Declaration Entities (H#E A & A0 [ 167 BH e B B0 5 i &5t B BB AE), effective
on 13 March 2014 and amended on 20 December 2017 and 29 May 2018 respectively, the
import and export of goods shall be declared by the consignor or consignee itself, or by a
customs declaration enterprise entrusted by the consignor or consignee and duly registered
with the customs authority. Consignors and consignees of imported and exported goods
shall go through customs declaration entity registration formalities with the competent
customs departments in accordance with the applicable provisions. After completing the
registration formalities with the customs, consignors and consignees of the imported and
exported goods may handle their own customs declarations at customs ports or localities
where customs supervisory affairs are concentrated within the customs territory of the PRC.

Regulations on Product Quality

On 15 October 2003, the General Administration of Quality Supervision, Inspection
and Quarantine of the PRC (which was replaced by the State Administration for Market
Regulation (the “SAMR”) on March 2018) issued the Measures for Supervision and
Regulation of Spectacle Lens Preparation and Measurement (HR &% il Bir 51 & B B8 F ),
which were further amended on 23 October 2020. The measures put forward six major
measurement requirements for spectacle lens manufacturers, which include, among other
things, complying with measurement laws and regulations, adopting a measurement
management system and a consumer rights and interests protection system, engaging
professional or part-time measurement management and professional technicians and
recording measuring instruments which are required for mandatory inspection, filing the
records with competent SAMR local counterparts and applying for periodical inspections at
measurement inspection institutes designated by SAMR local counterparts for periodical
inspection.

Under current PRC law, manufacturers and vendors of defective products in the PRC
may incur liability for loss and injury caused by such products. Pursuant to the PRC Civil
Code (3 A R ILANE] [R5 effective on 1 January 2021, a victim suffered from damages
caused by defective products may make a claim against either the manufacturer of the
product or the vendor of the product. If the defect of the product is caused by the
manufacturer, the vendor may make a claim against the manufacturer after making
compensations for the losses and if the defect of the product is caused by the vendor for
cause, the manufacturer may make a claim against the vendor after making compensations
for the losses. The Product Quality Law of the PRC (H#E AR ILAE = & E &%)
promulgated on 22 February 1993, defined responsibilities for product quality to protect
the legitimate rights and interests of the end-users and consumers and to strengthen the
supervision and control of the quality of products. The Product Quality Law of the PRC
was amended by the SCNPC on 8 July 2000 and was later amended on 27 August 2009 and
on 29 December 2018 respectively. Pursuant to the amended Product Quality Law of the
PRC, manufacturers who produce defective products may be subject to civil or criminal
liability and have their business licences revoked.
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The Law of the PRC on the Protection of the Consumer’s Rights and Interests (H3E A
P AN 5 7F 2 35 1 4 AR 7% 7%) was promulgated on 31 October 1993 and was amended on 27
August 2009 and 25 October 2013 respectively to protect consumers’ rights when they
purchase or use goods and accept services. All business operators must comply with this law
when they manufacture or sell goods and/or provide services to customers.

Regulations on Environmental Protection
Environmental Assessment and Acceptance of Environmental Protection Facilities

Pursuant to the Environmental Impact Assessment Law of the PRC ({73 A R A1 B B
B BRE %), which took effect on 1 September 2003 and were amended on 2 July 2016
and 29 December 2018 respectively, the Administrative Regulations on Environmental
Protection for Construction Projects (& & H H BR 45 (R ## % #L $1), which took effect on 29
November 1998 and were amended on 16 July 2017, the Provisional Measures for the
Environmental Protection Acceptance of Completed Construction Projects (Z&1HH % T.
R R EBR O 17 #7%), which took effect on 20 November 2017, where effects may be
exerted on the environment after the completion of construction projects, the construction
enterprise shall submit an environmental impact report (form) or environmental impact
registration form to the relevant environmental protection department. The construction
project that is required to prepare an environmental impact report (form) in accordance
with the law shall obtain the approval from the relevant environmental protection
department for its environmental impact assessment documents, otherwise it shall not start
the construction. After the construction project is completed, the construction enterprise
shall conduct environmental protection acceptance inspection of the construction project
and make acceptance report pursuant to the standard and formality set by the
environmental protection authority.

Regulations on Pollution Permit

On 24 January 2021, the State Council promulgated the Regulations on the
Management of Pollutant Discharge Permit (PEi5 71 o] & H % 1) (the “Pollutant Discharge
Permit Regulations™), which took effect on 1 March 2021. Pursuant to the Pollutant
Discharge Permit Regulations, enterprises, institutions and other producers and operators
that are required by PRC laws to adopt pollutant discharge permit management shall
obtain a pollutant discharge permit before discharging any pollutants. However, the
Pollutant Discharge Permit Regulations specifically stipulate that enterprises, institutions
and other producers and operators that produce and discharge pollutants in small volume
and affect the environment at small level shall file a pollutants discharging registration form
and are exempted from being required to obtain a pollutant discharge permit.
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Pursuant to the Measures for Pollutant Discharge Permit Administration (for Trial
Implementation) (PEi5 7F o] & L (3447)), effective on 10 January 2018 and amended on
22 August 2019, enterprises, institutions and other producers and operators (the “pollutant
discharge enterprises”) that have been included in the Classification Administration List of
Pollutant Discharge Permitting for Fixed Pollution Sources ([& & {5 4% I Pk 5 #F nT 748 4 L
% #k) (“Classification Administration List”) shall apply for and obtain a discharge permit in
accordance with the prescribed time limit. The pollutant discharge enterprises that are not
included in the Classification Administration List temporarily do not need to apply for a
pollutant discharge permit. The pollutant discharge enterprise shall hold a pollutant
discharge permit in accordance with the law and discharge pollutants in accordance with the
discharge permit. Pursuant to the Notice of the General Office of the State Council on
Issuing the Implementation Plan for the Permit System Controlling Pollutant Emission ([
5 e e - o AT 7 42 3 e W B R T B M R AN, effective on 10 November
2016 and the Classification Administration List of Pollutant Discharge Permitting for
Fixed Pollution Sources (2019 Version) ([& & 754 IRHET5 7 vl 70 B T4 Bk (20194F M) ),
effective on 20 December 2019, the State implements a focused management, a
simplification management and a registration management of emission permits based on
the volume of the pollutants and emissions and the extent of environmental damages made
by the pollutant discharge enterprises and other manufacturing businesses. Spectacle lens
manufacturing is categorized under specialized equipment manufacturing industry and is
subject to the registration management. Both Shanghai Conant and Jiangsu Conant have
completed the registration.

Regulations on Urban Drainage Permit

The Administrative Measures on Licencing of Urban Drainage ({38875 K PEAPEKE
A FF I E L)), which was promulgated by the Ministry of Housing and Urban-rural
Development on 22 January 2015 and came into effect on 1 March 2015, provides that
enterprises, institutions and individual industrial and commercial households engaging in
industry, construction, catering industry, medical industry and discharging sewage into the
urban drainage network must apply for and obtain a Licence for Urban Drainage ((HE/K#FF
Al #&)). Shanghai Conant holds a Licence for Urban Drainage.

Regulations on Intellectual Property

Trademark

Pursuant to the Trademark Law of the PRC ("% A RILFIE L) which was
promulgated by the SCNPC on 23 August 1982 and amended on 22 February 1993, 27
October 2001, 30 August 2013 and 23 April 2019 respectively, and the Regulation on the
Implementation of Trademark Law of the PRC (93 A &A1 g A v5 E i f: 1), which
was promulgated on 3 August 2002 and last amended on 29 April 2014, trademarks are
registered with the Trademark Office of the State Administration of Industry and
Commerce. The Trademark Law of the PRC adopts the principle of “first-to-file” while
handling trademark registration. Where registration is sought for a trademark that is
identical or similar to another trademark which has already been registered or pending in
application for use in the same or similar category of commodities or services, the
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application for registration of such trademark may be rejected. Trademark registrations are
effective for a renewable ten-year period, unless otherwise revoked. Trademark license
agreements must be filed with the Trademark Office. The licensor shall supervise the quality
of the commodities on which the trademark is used, and the licensee shall guarantee the
quality of such commodities.

Domain Name

In accordance with the Measures for the Administration of Internet Domain Names
(CEL W 4 358 42 7 BRI ), issued by the Ministry of Industry and Information Technology on
24 August 2017, and taking effect on 1 November 2017, the principle of “first to file” is
applied for domain name registration services. A domain name registration agency that
provides domain name registration services shall require the applicant to provide the true,
accurate and complete information about the domain name holder’s identity for the
registration purpose. Any organization or individual who believes that the domain name
registered or used by others infringes its legitimate rights and interests may apply to the
domain name dispute resolution institution for arbitration or file a lawsuit with a people’s
court in accordance with the law.

Patent

Pursuant to the Patent Law of the PRC (¥ ARILFBEF]) which was
promulgated by the SCNPC on 12 March 1984 and amended on 4 September 1992, 25
August 2000, 27 December 2008 and 1 June 2021, there are three types of patents in the
PRC, namely invention patents, utility model patents and design patents and a patentable
invention or utility model must meet three conditions: novelty, inventiveness and practical
applicability. The China National Intellectual Property Administration is responsible for
receiving, examining and approving patent applications. A patent is valid for a term of 20
years in the case of an invention and a term of ten years in the case of a utility model and
design, starting from the application date. A third-party user must obtain consent or a
proper license from the patent owner to use the patent except for certain specific
circumstances provided by the law. Otherwise, the use will constitute an infringement of the
patent rights.

Copyright

In accordance with the Copyright Law of the PRC ("3 AR ILFNE ZEMRED),
effective on 1 June 1991 and amended on 27 October 2001 and 26 February 2010, and
further amended with effect from 1 June 2021, Chinese citizens, legal persons or other
organisations own copyrights to their works, whether published or not. The copyright
owner may licence others to exercise copyright-related rights, in return of royalties in
accordance with the agreement or regulations. Unless otherwise stipulated by law, anyone
who uses others” works shall enter into a licencing contract with the copyright owner.
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Trade Secrets

Pursuant to the PRC Anti-Unfair Competition Law (53 A A B [ A 1E & 5 %)
promulgated by the SCNPC on 2 September 1993 and was amended on 4 November 2017
and 23 April 2019 respectively, the term “trade secrets” refers to technical and business
information that is unknown to the public, has utility, may create business interests or
profits for its legal owners or holders, and is maintained as a secret by its legal owners or
holders. Under the PRC Anti-Unfair Competition Law, business operators are prohibited
from infringing others’ trade secrets by (1) obtaining the trade secrets from the legal owners
or holders by any unfair methods such as theft, bribery, fraud, coercion or electronic
intrusion; (2) disclosing, using or permitting others to use the trade secrets obtained illegally
under item (1) above; (3) disclosing, using or permitting others to use the trade secrets, in
violation of any contractual agreements or any requirements of the legal owners or holders
to keep such trade secrets in confidence; or (4) abetting a person, or tempting, or aiding a
person into or in acquiring, disclosing, using, or allowing another person to use the trade
secret of the right holder in violation of his or her non-disclosure obligation or the
requirements of the right holder for keeping the trade secret confidential. If a third party
knows or should have known of the above-mentioned illegal conduct made by the
employees or former employees of right holders or other institutions or individuals but
nevertheless obtains, uses or discloses trade secrets of others, the third party may be deemed
to have committed a misappropriation of the others’ trade secrets. The parties whose trade
secrets are being misappropriated may petition for administrative corrections, and
regulatory authorities may stop any illegal activities and fine infringing parties.

Regulations on Labour and Insurance
Labour

The Labour Contract Law of the PRC (' #E A\ RILHIE 45 8) &[] 1%), effective on 1
January 2008 and amended on 28 December 2012, and the Regulations on the
Implementation of the Labour Contract Law of the PRC ("% A\ RILANE 258 & [F L E
Jififee 1), effective on 18 September 2008, provide for the establishment of labour
relationship between employers and employees, as well as the concluding, performance,
dissolution and revision of the labour contracts. To establish a labour relationship, a
written labour contract shall be signed. In the event that no written labour contract is
signed at the time when a labour relationship is established, such contract shall be signed
within one month as of the date when the employer employs the employee. When an
employer recruits an employee, it shall truthfully inform him of the job description, the
working conditions, the place of work, occupational hazards, conditions for work safety,
labour remuneration and other matters which the employee requests to be informed of.
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Social Insurance and Housing Provident Fund

Pursuant to Social Insurance Law of the PRC (* 3 A R ILHI B 4 & £ B %), effective
on 1 July 2011, and amended on 29 December 2018, Interim Regulations on Collection and
Payment of Social Insurance Premiums (£t & {2 AU 171545]), effective on 22 January
1999 and amended on 24 March 2019, Trial Measures for Enterprise Staff Maternity
Insurance (WK LA & RBEHATHHE), effective on 1 January 1995, Regulations on
Work-Related Injury Insurance (‘L5 f7l), effective on 1 January 2004 and amended
on 20 December 2010, and Regulations on Administration of Housing Accumulation Funds
(B AT 4% PR, effective on 3 April 1999 and amended on 24 March 2002 and 24
March 2019, respectively, employers shall pay basic pension insurance, unemployment
insurance, basic medical insurance, work-related injury insurance, maternity insurance and
housing accumulation funds for its employees. If an employer fails to go through the
formalities or does not pay the full amount as scheduled, the relevant administration
department shall order it to make rectification or make up the payment within the
prescribed time limit. If the rectification for social insurance registration is not made within
the stipulated period, the employer shall be imposed a fine. If the payment for social
insurance premiums is not made within the stipulated period, the relevant administration
department shall impose a fine. If an employer fails to undertake registration of housing
accumulation funds contribution or fails to go through the formalities of opening housing
accumulation funds account for its employees by the expiration of the time limit, a fine shall
be imposed. If an employer fails to make the payment and deposit of the housing
accumulation funds within a prescribed time limit, an application may be made to the
people’s court for compulsory enforcement.

Work Safety

Pursuant to the Law on Work Safety of the PRC ("% A R ILAIE] 4 24 & 1), which
became effective on 1 November 2002 and amended on 27 August 2009 and 31 August 2014
respectively, and to be further amended with effect from 1 September 2021, enterprises
engaged in production activities must strengthen safety production management, establish
and improve the responsibility system for safe production and rules and regulations for
safety production, improve safety production conditions, promote safety production
standardisation and improve the level of work safety so as to ensure work safety. The State
establishes and implements a system for the accountability of work safety accidents. If the
enterprise fails to comply with the provisions of the Law on Work Safety, the regulatory
authority on production safety may issue a rectification order, impose a fine, order the
enterprise to cease production and operation.
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Regulations on Corporation and Foreign Investment

The establishment, operation and management of corporate entities in the PRC is
governed by the Company Law of the PRC (HF#EANRILAE A A]EE), which was
promulgated by the SCNPC on 29 December 1993 and came into effect on 1 July 1994.
The Company Law of the PRC was subsequently amended on 25 December 1999, 28 August
2004, 27 October 2005, 28 December 2013 and 26 October 2018 (the latest revision became
effective on 26 October 2018). The Company Law of the PRC generally governs two types
of companies, namely limited liability companies and joint stock limited companies. Both
types of companies have the status of legal persons, and the liability of shareholders of a
limited liability company or a joint stock limited company is limited to the amount of
registered capital they have contributed. The Company Law of the PRC shall also apply to
foreign-invested companies in form of limited liability company or joint stock limited
company. Where laws on foreign investment have other stipulations, such stipulations shall

apply.

On 15 March 2019, the National People’s Congress (“NPC”) approved the Foreign
Investment Law of the PRC (H#E A\ RILFEH S &%) (the “FIL”) and on 26 December
2019, the State Council promulgated the Regulations on the Implementation of the Foreign
Investment Law of the PRC (% A R A1 B 1 i % &L Bt % 41]), both of which came into
effect on 1 January 2020. The FIL sets out the definition of foreign investment and the
framework for promotion, protection and administration of foreign investment activities.

The Provisions on Guiding Foreign Investment Direction (¥§EFMEHE 7 M HE),
which was promulgated by the State Council on 11 February 2002 and became effective on 1
April 2002, categorises all foreign-invested projects into encouraged, permitted, restricted
and prohibited projects. The Special Administrative Measures (Negative List) for the
Access of Foreign Investment (2020 Version) (F} 4% & A e Al 7 B it (B TS 5 (2020
JR)) (the “Negative List”), which was promulgated by the National Development and
Reform Commission of the PRC (the “NDRC”) and the MOFCOM on 23 June 2020 and
came into effect on 23 July 2020, and the Catalogue of Industries for Encouraging Foreign
Investment (2020 Version) (BSR4 E A 3 H % (20204F-/%) )) (the “Encouraging
Catalogue”), which were promulgated by the NDRC and the MOFCOM on 27 December
2020 and became effective on 27 January 2021, list the categories of encouraged, restricted,
and prohibited foreign-invested projects. Those not listed are permitted foreign-invested
projects. According to the Negative List and the Encouraging Catalogue, the
manufacturing of spectacle lens does not fall into the encouraged, restricted or
prohibited categories, so it shall be classified as belonging to the permitted
foreign-invested projects.

On 30 December 2019, the MOFCOM and the State Administration for Market
Regulation jointly promulgated the Measures on Reporting of Foreign Investment
Information (A% & 5 B35 H1E)). Pursuant to the Measures, foreign investors
carrying out investment activities in the PRC directly or indirectly shall submit
investment information to the commerce administrative authorities.
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Regulations on Overseas Investment

Pursuant to the Measures for the Administration of Overseas Investment (35 4M% & &
FEHED:), which was promulgated by the MOFCOM on 6 September 2014 and effective on 6
October 2014, the MOFCOM and the provincial departments of commerce implement
respectively the record-filing management or approval management on the overseas
investment by enterprises, depending on the actual circumstances of such investment.
Except overseas investment involving sensitive countries or regions or sensitive industries
which shall be subject to approval management, overseas investment in other circumstances
shall be subject to record-filing management.

Pursuant to the Measures for the Administration of Overseas Investment of Enterprise
(EEF MY EE HHEE) promulgated by the National Development and Reform
Commission (the “NDRC”) on 26 December 2017 and effective on 1 March 2018, an
investor shall, in overseas investment, undergo the formalities for the approval or
record-filing, among others, of an overseas investment project, report the relevant
information, and cooperate in supervisory inspection. An investor shall, in overseas
investment, neither violate the laws and regulations of China nor threaten or jeopardise the
national interests and national security of China. Sensitive projects conducted by investors
directly or through overseas enterprises controlled by them are subject to approval
management, while non-sensitive projects directly conducted by investors are subject to
record-filing management. If the investor is a local enterprise, and the amount of Chinese
investment is less than USD300 million, the recording authority is the development and
reform department of the provincial government at the place of registration of such
mvestor.

Regulations on Taxation
Enterprise Income Tax

Pursuant to the PRC Enterprise Income Tax Law (*F 3 A R ILANE 2T 5 8L%) (the
“EIT Law”) promulgated on 16 March 2007, amended on 24 February 2017 and 29
December 2018, the income tax rate for both domestic and foreign-invested enterprises is
25%.

Value-added Tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC (H#E A &3
] 38 (E A T4 1), which were promulgated on 13 December 1993 and were amended
respectively on 10 November 2008, 6 February 2016 and 19 November 2017, and its
implementation rules, all entities and individuals engaged in the sales of goods, provision of
processing, repairs and replacement services, sale of services, intangible assets, immovables,
and the importation of goods within the territory of the PRC shall pay value-added tax
(“VAT™).
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Stamp Duty

In accordance with the Provisional Regulations of the PRC on Stamp Duty (% A &
AN B ENE AL B AT 491), which were issued by the State Council on 6 August 1988, came
into effect on 1 October 1988, and were amended on 8 January 2011, and the
Implementation Provisions of Provisional Regulations of the PRC on Stamp Duty (9 %
N RS AN B EQAE R AT 6 Bt 17 40 1)), which were promulgated by the Ministry of Finance
on 29 September 1988 and came into effect on the same day and revised on 5 November
2004, PRC stamp duty only applies to specific taxable document executed or received within
the PRC.

Regulations on Foreign Exchange

In accordance with the Regulations of the PRC on Foreign Exchange Control (HH#E A
B AN 3 41 it 45 #LB 71, issued by the State Council on 29 January 1996, taking effect on 1
April 1996 and amended on 5 August 2008 and other related regulations, no restrictions are
imposed on international payments and transfers under the current account. Foreign
exchange receipts and payments under the current account, such as goods and
service-related foreign exchange transactions and interest and dividend payments, shall
be based on true and legitimate transactions and can be processed directly at a bank against
authentic and valid transaction documents. Foreign exchange receipts and payments under
the capital account, such as direct equity investment and loans, shall go with registration
procedures at foreign exchange administration departments, and shall also go through
certain approval or record-filing procedures if the relevant laws and regulations require
such approval or record-filing. The foreign exchange and settlement fund under the capital
account shall be used for the purpose approved by the relevant authorities and foreign
exchange administration departments.

In 13 February 2015, the State Administration for Foreign Exchange issued the Notice
on Further Simplifying and Improving the Administration of the Foreign Exchange
Concerning Direct Investment (B¢ 7 F 5 BH A #E — 25 A0 0 g B 12 4% & O B 45 S L
RIAE A (the “SAFE Circular No. 13”), pursuant to which, foreign exchange registration
and approval in respect of overseas direct investment are cancelled and relevant banks are
authorised to review and handle foreign exchange registration in accordance with the SAFE
Circular No. 13 and the Operational Guidance for Direct Investment Foreign Exchange
Business and SAFE and its local counterparts will exert indirect supervision on direct
investment foreign exchange registration via banks.
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In accordance with the Circular on the Reform and Standardisation of the
Management Policy of the Settlement of Capital Accounts (%<4 HEE 35 oy BH 7 i 5 AR
A TA H &5 ME S FLIBUR 78 AT, issued by SAFE on 9 June 2016, and taking effect on the
same day, the settlement of foreign exchange receipts under the capital account (including
foreign exchange capital, external debts, funds repatriated from overseas listing, etc.)
entitled to discretionary settlement in accordance with relevant policies, may be conducted
at a bank based on the actual operating needs of domestic entities. The discretionary
settlement ratio of foreign exchange receipts under the capital account of domestic entities
is tentatively set as 100%. SAFE may adjust the above ratio in due time in accordance with
receipt and payment balance and status.

Regulations on Anti-Money Laundering

According to Article 191 of the PRC Criminal Law, where, in order to cover up or
conceal the proceeds of any drug-related offence, organized offence of gangland nature,
offence of terrorism, offence of smuggling, offence of corruption or bribery, offence of
disrupting the financial management order or offence of financial fraud, as well as the
source and nature of such incomes generated therefrom, any person has committed any of
the following acts, the proceeds obtained from the commission of the aforementioned
offences as well as the incomes generated therefrom shall be confiscated, and the offender
shall be sentenced to fixed-term imprisonment of not more than five years or criminal
detention, and/or shall be fined. If the circumstances are serious, he shall be sentenced to
fixed-term imprisonment of not less than five years but not more than 10 years and shall be
fined:

(1) providing fund accounts;
(2) converting property into cash, financial instruments or negotiable securities;

(3) transferring funds through transfer or any other method of payment and
settlement;

(4) cross-border transfer of assets; or

(5) covering up or concealing by any other means the source and nature of any
offence-related proceeds and the incomes generated therefrom.

Where an entity commits the offence as provided for in the preceding paragraph, it
shall be fined, and the person directly in charge and other directly liable persons shall be
penalized according to the provisions of the preceding paragraph.
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JAPANESE LAWS AND REGULATIONS
The legal framework for medical devices safety control in Japan

The legal framework for medical appliances safety control in Japan is set out in the Act
on Securing Quality, Efficacy and Safety of Products Including Pharmaceuticals and
Medical Devices (“PMD Act”). The purpose of the PMD Act is to improve health and
hygiene by providing the regulations required for securing the quality, efficacy and safety of
medical appliances, etc. and for preventing the occurrence or spread of health and
hygiene-related hazards caused by the use of those medical appliances, etc. by taking
measures against designated substances, and by taking necessary measures for the
promotion of research and development of medical appliances, etc. which fulfil
particularly high medical needs.

Licences required for manufacturing [selling medical appliances

The manufacture and sale of medical appliances must not be performed as business by
any person or entity other than ones having obtained any of the following licences by the
Ministry of Health, Labour and Welfare (Article 23-2, Paragraph 1):

e Highly managed medical appliances: Licence for manufacture and sale of Class 1
Medical Appliances;

e  Managed medical appliances: Licence for manufacture and sale of Class 2 Medical
Appliances;

e  General medical appliances: Licence for manufacture and sale of Class 3 Medical
Appliances.

The “general medical appliances” referred to above means medical appliances which
the Ministry of Health, Labour and Welfare designates as medical appliances unlikely to
adversely affect the human life and health even if any side-effect or functional disorder
occurs, other than highly managed medical appliances and managed medical appliances
(Article 2, Paragraph 7). According to the above designation by Ministry of Health, Labor
and Welfare, spectacles and lenses for spectacles are classified as general medical
appliances.

Each type of licence for manufacture and sale of medical appliances referred to above
needs to be renewed every 5 year and, unless so renewed, loses validity (Article 23-2,
Paragraph 2, and the PMD Enforcement Rules (Article 36)).
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Requirement for obtaining licences

If an applicant for a licence falls under any of the following items, the Ministry of
Health, Labour and Welfare may withhold granting the licence (Article 23-2-2):

(I) The applicant’s systems for performance of tasks of manufacture control and
quality control of the subject medical appliances do not fulfil the requirements by
a relevant ordinance of the Ministry of Health, Labour and Welfare;

(IT) The applicant’s methods for safety control after manufacture and sale of the
subject medical appliances do not fulfil the requirements by a relevant ordinance
of the Ministry of Health, Labour and Welfare; or

(IIT) The applicant falls under any of Item 3 (i) to (vi) of Article 5, that is:

(1) A person or entity having been subjected to cancellation of license and being
before elapse of 3 years after the date of the cancellation;

(i1) A person or entity having been subjected to cancellation of registration and
being before elapse of 3 years after the date of the cancellation;

(iii) A person having been subjected to punishment of imprisonment without
labor or severe punishment and being before elapse of 3 years after having
completed the execution of such punishment or becoming no longer subject
to the execution thereof;

(iv) Other than persons and entities falling under the above (i) to (iii), a person or
entity having violated any provisions of or disposition under the PMD Act,
the Narcotics and Psychotropics Control Act, the Poisonous and Deleterious
Substances Control Act or other pharmaceutical affairs-related laws and
regulations and before elapse of 2 years after the date of the violation;

(v) An addict of narcotics, cannabis, opium or stimulants; or

(vi) A person who is unable to properly carrying on the business operation of a
pharmacy because of mental or physical disability.

According to Article 3 of the Ordinance on Standards for Systems of Manufacture
Control and Safety Control of Medical Appliances or Pharmaceuticals for In-Vitro
Diagnosis which is an ordinance of the Ministry of Health, Labour and Welfare concerning
the systems for performance of tasks of manufacture control and quality control referred to
above (I), each operator of the business of manufacture and sale of Class 3 Medical
Appliances must have the organisational arrangements for the establishment,
documentation, working and maintenance of efficacy of the system for quality
control/supervision based on the provisions of a ministerial ordinance concerning the
standards for manufacture control and quality control of medical appliances and
pharmaceuticals for in-vitro diagnosis.
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According to Article 15 of the Ordinance on Standards for Safety Management after
Manufacture and Sale of Pharmaceuticals, Quasi-Pharmacecuticals, Cosmetics, Medical
Appliances and Products for Regenerative Medicine, Etc. which is an ordinance of the
Ministry of Health, Labour and Welfare concerning the methods for safety control after
manufacture and sale of medical appliances referred to above (II), each operator of the
business of manufacture and sale of Class 3 Medical Appliances owes the obligations to
secure the supervision, etc. by the comprehensive manufacture and sale manager over the
safety control manager appointed under Article 13 of said Ordinance, control, etc. of the
safety-ensuring tasks by said safety control manager, information collection, etc. of safety
management methods, planning of safety-ensuring measures and implementation of those
measures.

Requirement after obtaining licence for manufacture and sale of Medical Appliances

The licence operator for manufacture and sale of medical appliances mainly owes the
following legal obligations under the PMD Act:

(I) To cause each factory to be officially registered (Article 23-2-3, Paragraph 1);

(IT) To appoint the comprehensive manufacture and sale manager (Article 23-2-14).
Said comprehensive manager needs to have completed a relevant designated
course of a university, etc. and fulfil other conditions (Article 114-49 of the PMD
Enforcement Rules);

(IIT) To establish and keep the proper standards of quality of subject products (Article
41, Paragraph 3);

(IV) To cause subject products to be accompanied by relevant documents (Article
63-2). Such documents must include the entries of the name and address of the
seller, manufacture number of products (Article 63), notes for use (Article 63-2,
Paragraph 1 (1)), etc. and such entries must be written legibly, correctly and with
wording easy to understand (Article 53 and Article 64);

(V) With respect to the names, manufacturing methods, efficacy or quality of
products, not to advertise, state or spread any false or exaggerated content,
explicitly or implicitly, and with respect to efficacy, effect or quality, not to
advertise, state, or spread any content threatening to cause misunderstanding to
the effect that a doctor or the like has given guarantee (Article 66); and

(VI) To perform efforts for provision of information necessary for appropriate use of
products, and to recall in a case of occurrence of any risk relating to health and
hygiene, etc., reporting thereof, etc. (Article 68-2 to Article 68-13).
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Supervision

The Ministry of Health, Labour and Welfare or the governor of the prefecture may
investigate the persons in charge, enter the factory, office, and other place where the
Licence holders concerned are engaged in the business of dealing with medical appliances,
books, documents and any other articles, or ask questions to employees and other persons
concerned, in order to confirm whether or not each licence holders are compliant with PMD
Act (Article 69, Paragraph 1).

When any licence holder violates the PMD Act, the Ministry of Health, Labor and
Welfare or the governor of the prefecture may conduct each of the following actions against
that licence holder:

(I) order to improve the methods of quality control or post-marketing safety control
(Article 72, Paragraph 1);

(II) order to suspend all or part of the operations until such improvement is
implemented (Article 72, Paragraph 1); or

(III) rescind the licence or order them to suspend all or part of the operations for a
specific period the governor specifies (Article 75, Paragraph 1).

Penalty

Any person who has manufactured/sold medical devices without obtaining Licences
pursuant to Article 23-2, Paragraph 1, shall be punished by imprisonment for not more than
three years or a fine of not more than three million Japanese yen, or both (Article 84, Item
4).

The legal framework for export control in Japan

The legal framework for export control in Japan is set out in the Act on Foreign
Exchange and Foreign Trade (“FEFT Act”). The purpose of the FEFT Act is, on the basis
of the freedom of foreign exchange, foreign trade and other foreign transactions, to enable
proper expansion of foreign transactions and the maintenance of peace and security in
Japan and in the international community through the minimum necessary control or
coordination of foreign transactions, and thereby to ensure equilibrium of the international
balance of trade and stability of currency as well as to contribute to the sound development
of the Japanese economy.
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Listing Regulation and the catch-all Regulation

The export regulation by the FEFT Act consists of the listing regulation focusing on
the functions and capabilities of goods and technologies exported and the catch-all
regulation focusing on consumers and uses.

Goods and technologies subject to the listing regulation (“Listing-regulated Objects™)
are listed in Article 48, Paragraph | and Article 25, Paragraph 1 of the FEFT Act and Items
1 to 15 of Schedule 1 in the Export Trade Control Ordinance (“ETC Ordinance”). When
exporting any Listing-regulated Objects, the Ministry of Economy, Trade and Industry’s
permission thereof is required on an individual basis, regardless of the destination of the
export. In addition, in the case where the destination of export of Listing-regulated Objects
is Iran, Iraq or North Korea, it is in particular prudentially considered whether or not to
give permission on an individual basis in light of the provisions of Schedule 4 to the ETC
Ordinance, as those countries are designated as a country of international concern.

Objects of Catch-all Regulation (“Catch-all Regulated Objects”) are provided for in
Item 16 of Schedule 1 in the ETC Ordinance. They include all other goods and technologies
other than ones which are considered to be apparently unrelated to the development of
weapons of mass destruction (such as foods) as well as Listing-regulated Objects.

Foreign User List

In addition, there is the foreign user list prepared by the Minister of Economy, Trade
and Industry. It lists entities currently involved with or having ever been involved with the
production, etc. of weapons of mass destruction. When exporting to any entity included in
the list, the exporter must obtain an individual permission except if it is explicit that the
goods or technologies exported will be used for any purpose other than the development,
etc. of weapons of mass destruction.

Penalty

Any person who has exported goods or technologies prescribed by the provisions of an
order pursuant to Article 25, Paragraph 1 or Article 48, Paragraph 1 without obtaining
permission pursuant to the provisions of said paragraph, shall be punished by
imprisonment with work for not more than seven years or a fine of not more than twenty
million Japanese yen, or both; provided, however, that when five times the price of the
subject matter of the violation exceeds twenty million yen, a fine shall be not more than five
times of the price (Article 69-6, Paragraph 1).
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The legal framework for Anti Money Laundering in Japan

The legal framework for Anti Money Laundering in Japan is set out in the Act on
Punishment of Organized Crimes and Control of Crime Proceeds (AH&% Y 7240 98 D UL E] Nz O
BRI 75 D #1258 12 B 5 2 751E). The purpose of this Act is to strengthen punishment for
organized criminal acts as well as the commission of acts using proceeds of crime with the
aim of controlling the business administration of corporations, etc.

1. Definition of criminal proceeds

According to Article 2, paragraph 2 in this Act, “criminal proceeds” shall mean any
property produced or obtained through, or obtained in reward for, a criminal act that
constitutes certain material crimes, drug-related crimes, prostitution-related crimes,
weapon-related crimes, bribery of witnesses crimes, crimes of wrongful gains to foreign
public official, crimes of financing to offences of public intimidation, crimes of terrorism
etc.

2. Penalty

According to Article 10 and Article 17 of this Act, a corporation or a person who
disguises facts concerning the acquisition or disposition of criminal proceeds or who
conceals criminal proceeds shall be punished by imprisonment for not more than five years
or a fine of not more than JPY 3,000,000, or both.

The legal framework for work safety and environmental protection in Japan
Labour Standards Act

Under the Labour Standards Act, employer shall cause all workers, who are granted
annual paid leave of ten days or more under the law, to actually take the annual paid leave
at least 5 days (Article 39, Paragraph 7).

Regardless of whether or not there is any agreement between employer and worker,

overtime work must be kept within 720 hours per year, and 80 hours per month on average
and less than 100 hours per month (Article 36, Paragraph 6).
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Water Pollution Prevention Act

Under the Water Pollution Prevention Act, any person/entity shall adhere to “Effluent
Standards” specified by Order of the Ministry of the Environment (Article 3, Paragraph 1
and 2).

The overview of “Effluent Standards” specified by Order of the Ministry of the
Environment are set as follows (Article 1, Exhibit 1 and Exhibit 2):

e pH: 5.8 and more or 8.6 and less

e  Suspended Solids: 200mg/¢ and less

e  Biochemical Oxygen Demand: 160mg/C and less

e  Chemical Oxygen Demand: 160mg/{ and less
SANCTIONS LAWS AND REGULATIONS

Our International Sanctions Legal Adviser has provided the following summary of the
sanctions regimes imposed by the respective jurisdictions below. This summary does not
intend to set out the laws and regulations relating to the U.S., the European Union, the
United Nations and Australian sanctions in their entirety.

United States
Treasury regulations

OFAC is the primary agency responsible for administering US sanctions programmes
against targeted countries, entities, and individuals. “Primary” US sanctions apply to “US
persons” or activities involving a US nexus (e.g., funds transfers in US currency or activities
involving U.S.-origin goods, software, technology or services even if performed by non-US
persons), and “secondary” US sanctions apply extraterritorially to the activities of non-US
persons even when the transaction has no US nexus. Generally, US persons are defined as
entities organised under US law (such as companies and their US subsidiaries); any US
entity’s domestic and foreign branches (sanctions against Iran and Cuba also apply to US
companies’ foreign subsidiaries or other non-US entities owned or controlled by US
persons); US citizens or permanent resident aliens (“green card” holders), regardless of their
location in the world; individuals physically present in the United States; and US branches
or US subsidiaries of non-US companies.
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Depending on the sanctions programme and/or parties involved, US law also may
require a US company or a US person to “block” (freeze) any assets/property interests
owned, controlled or held for the benefit of a sanctioned country, entity, or individual when
such assets/property interests are in the United States or within the possession or control of
a US person. Upon such blocking, no transaction may be undertaken or effected with
respect to the asset/property interest — no payments, benefits, provision of services or other
dealings or other type of performance (in case of contracts/agreements) — except pursuant
to an authorization or licence from OFAC.

OFAC’s comprehensive sanctions programmes currently apply to Cuba, Iran, North
Korea, Syria, and the Crimea region of Russia/Ukraine (comprehensive OFAC sanctions
against Sudan were terminated on October 12, 2017). OFAC also prohibits US persons
from dealing with or facilitating dealings with individuals, entities and organisations
identified in the SDN List or the FSE List, and prohibits certain business dealing with
persons and entities identified in the SSI List (collectively hereinafter referred to as
“Identified Parties™). Entities that an Identified Party owns (defined as a direct or indirect
ownership interest of 50% or more, individually or in aggregate by one or more Identified
Parties), are also subject to the same restrictions that apply to the Identified Party(ies) at
issue, regardless whether that entity is expressly named on the SDN List, the FSE List,
and/or the SSI List. Additionally, US persons, wherever located, are prohibited from
approving, financing, facilitating, or guaranteeing any transaction by a foreign person
where the transaction by that foreign person would be prohibited if performed by a US
person or within the United States.

During the Track Record Period, we delivered certain resin spectacle lens products to
Cote d’Ivoire, Cuba, Egypt, Haiti, Iran, Lebanon, Myanmar, Russia, Turkey, Ukraine,
Venezuela, and Zimbabwe, all of which are Countries subject to International Sanctions,
among which Cuba and Iran are subject to comprehensive international sanctions
programmes.

US sanctions against Cuba are contained principally in the Cuban Assets Control
Regulations (“CACR”), 31 C.F.R. Part 515, and broadly effect comprehensive country
sanctions against Cuba. Under these Cuban sanctions regulations, US persons, including
foreign subsidiaries of U.S. corporations, are prohibited from engaging in virtually all
direct and indirect commercial, financial and travel-related transactions with Cuba and
Cuban nationals, wherever located. The ban on transactions includes a general prohibition
against most exports to and imports from Cuba, either directly or indirectly through third
countries, of goods, services and technology. These regulations also require the blocking of
all property and property interests of the Cuban Government and Cuban nationals within
the jurisdiction of the United States. In addition, the CACR prohibit U.S. persons from
entering into an investment in or with Cuba. The extent to which the United States provides
exceptions to strict enforcement of the Cuban sanctions has varied in recent years
depending on the policies of the government administration then in office.
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The U.S. has enacted regulations that implement both primary and secondary
sanctions against Iran. U.S. primary sanctions regulations include the Iranian Assets
Control Regulations, 31 C.F.R. Part 535, The Iranian Transaction and Sanctions
Regulations, 31 C.F.R. Part 560, The Iranian Financial Sanctions Regulations, 31 C.F.R.
Part 561, and the Iranian Human Rights Abuses Sanctions Regulations, 31 C.F.R. Part 562,
which collectively implement comprehensive country sanctions against Iran. Under these
regulations, U.S. persons, including foreign subsidiaries of U.S. corporations, are
prohibited from engaging in any transaction involving the purchase, sale, transportation,
financing or brokering of goods or services to or from Iran. In addition, multiple U.S.
Executive Orders block the property of specified Iranian persons and entities identified as
SDNs, including the Government of Iran, the Central Bank of Iran, the Iranian Republic
Guard Corps (“IRGC”), the Iranian Republic Shipping Line, and Mahan Airlines, among
others U.S. persons are prohibited from dealing in the property of these SDNs.

In addition to primary sanctions, the U.S. has passed legislation establishing secondary
sanctions applicable to non-U.S. persons and entities who engage in certain defined
economic activity with Iran. This legislation includes the Iran Sanctions Act of 1996, as
amended, 50 U.S.C. § 1701; the Comprehensive Iran Sanctions Accountability and
Divestment Act of 2010 (“CISADA”), PL 111-195; the Iran Threat Reduction and Syria
Human Rights Act of 2012, H.R. 1905 (PL 112-158) (“ITRA”); the National Defense
Authorization Act For Fiscal Year 2012 PL 112-81; and the Iran Freedom and
Counter-Proliferation Act of 2012 (“IFCA”) (PL 112-239). Secondary sanctions
legislation grants broad discretion to the US President and his delegated representatives
to deny access to the U.S. economic system to non-US persons who have been determined to
engage in certain specified transactions involving the Iranian banking, energy, shipping and
shipbuilding sectors.

The U.S. maintains certain limited sanctions programs that are list based, or target
Identified Persons in a number of countries in which we do business, including Cote
d’Ivoire, Egypt, Haiti, Lebanon, Myanmar, Russia, Turkey, Ukraine, Venezuela, and
Zimbabwe. In general, these US sanctions prevent companies and persons subject to U.S.
jurisdiction from doing business with SDNs or other Identified Persons that are named in
the specific legislation or regulation. Russian sanctions programmes, while not referred to
as “comprehensive”, have been subject to a number of changes in recent years that expand
the reach and number of persons and entities to which the Russian sanctions programmes
apply. These expansions have occurred through modification of existing sanctions
regulations, issuance of various Executive Orders by the U.S. president, and the
introduction of new legislation, such as the U.S. “Countering America’s Adversaries
Through Sanctions Act”, which amended some of the existing U.S. primary sanctions
against Russia and added secondary sanctions targeting certain activities involving Russia.
As our Group has not conducted any business with SDNs or other Identified Persons, the
sanctions applicable to these non-comprehensively sanctioned countries have not impacted
our business operations.
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United Nations

The United Nations Security Council (the “UNSC”) can take action to maintain or
restore international peace and security under Chapter VII of the United Nations Charter.
Sanctions measures encompass a broad range of enforcement options that do not involve
the use of armed force. Since 1966, the UNSC has established 30 sanctions regimes.

The UNSC sanctions have taken a number of different forms, in pursuit of a variety of
goals. The measures have ranged from comprehensive economic and trade sanctions to
more targeted measures such as arms embargoes, travel bans, and financial or commodity
restrictions. The UNSC has applied sanctions to support peaceful transitions, deter
non-constitutional changes, constrain terrorism, protect human rights and promote
non-proliferation.

There are 14 ongoing sanctions regimes which focus on supporting political settlement
of conflicts, nuclear non-proliferation, and counter-terrorism. Each regime is administered
by a sanctions committee chaired by a non-permanent member of the UNSC. There are ten
monitoring groups, teams and panels that support the work of the sanctions committees.

United Nations sanctions are imposed by the UNSC, usually acting under Chapter VII
of the United Nations Charter. Decisions of the UNSC bind members of the United
Nations and override other obligations of United Nations member states.

Generally, the sanctions imposed by the UNSC are less comprehensive than those
enforced by the United States, and impact less countries and jurisdictions. Further, while
the UNSC has historically maintained fairly restrictive sanctions against Iran, with the
signing of the Joint Comprehensive Plan of Action of 14 July 2015 (“JCPOA”) with Iran,
the UNSC removed many of the previously existing UNSC resolutions applicable to Iran.
Currently, the principal UNSC sanctions applicable to Iran are contained in Security
Council Resolution 2231, which establishes specific restrictions on Iran, including a
requirement for Security Council approval for nuclear-related activities and transfers to or
with Iran; a requirement for Security Council approval of ballistic missile related activities
with and transfers to Iran; a requirement for Security Council approval of arms-related
transfers to and from Iran; asset freezes on individuals and entities designated on the 2231
list; and travel bans on individuals designated on the 2231 list.

The UNSC does not maintain any sanctions programme relating to Cuba, and has a
very limited sanctions programme relating to Lebanon. The UNSC does not maintain any
country specific sanctions programmes in the other Countries subject to International
Sanctions in which we do business. UNSC sanctions have not had any material impact on
our business or operations.
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United Kingdom and United Kingdom overseas territories

Although the United Kingdom departed from the European Union on January 31,
2020 and is no longer an European Union member state, European Union law including
European Union sanctions measures will continue to apply to and in the United Kingdom
until December 31, 2020, unless further extended. European Union sanctions measures have
also been extended by the United Kingdom on a regime-by-regime basis to apply in the
United Kingdom overseas territories, including the Cayman Islands.

European Union

Under European Union sanction measures, there is no “blanket” ban on doing
business in or with a jurisdiction targeted by sanctions measures. It is not generally
prohibited or otherwise restricted for a person or entity to do business (involving
non-controlled or unrestricted items) with a counterparty in a country subject to European
Union sanctions where that counterparty is not a Sanctioned Person or not engaged in
prohibited activities, such as exporting, selling, transferring or making certain controlled or
restricted products available (either directly or indirectly) to, or for use in a jurisdiction
subject to sanctions measures. As a result, European Union sanctions are not generally a
restriction on our business operations.

Similarly with the United Nations sanctions, the European Union formerly maintained
significant restrictions on doing business with Iran. However, following the JCPOA, the
overall ban on exports to Iran has been broadly lifted. Currently, only three categories of
items remain restricted: (a) listed goods, technology and software on the Nuclear Suppliers
Group list; (b) any goods and technology that could contribute to activities related to
reprocessing, enrichment, production of heavy water, or other activities inconsistent with
the JCPOA; and (c) listed goods and technology on the Missile Technology Control Regime
list. In addition, a certain number of key Iranian persons and entities, including banks and
government entities remain subject to asset freezing measures.

The European Union does not maintain a sanctions programme relating to Cuba,
although it does maintain limited sanctions programmes that target Egypt, Lebanon,
Myanmar, Russia, Turkey, Ukraine, Venezuela and Zimbabwe. However, these
programmes are quite specific in their application, generally prohibiting trading in arms
or military goods, and targeting persons that have been involved in anti-democratic
activities. As such, the European Sanctions programmes in these Countries subject to
International Sanctions have not had any material impact on our business or operations.
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Australia

The Australian restrictions and prohibitions arising from the sanctions laws apply
broadly to any person in Australia, any Australian anywhere in the world, companies
incorporated overseas that are owned or controlled by Australians or persons in Australia,
and/or any person using an Australian flag vessel or aircraft to transport goods or transact
services subject to United Nations sanctions.

Australia generally implements United Nations sanctions regimes, and has also
adopted an autonomous sanctions regime applicable to Iran, which restricts (without a
sanctions permit) direct or indirect supply, sale or transfer to Iran, for use in Iran, or for the
benefit of Iran, of “Export Sanctioned Goods”, which include arms or related material;
corrosion-resistant high grade steel (with chromium content>12%) in the form of sheet,
plate, tube or bar; raw or semi-fabricated graphite; aluminium and alloys in the form of
sheet, plate, tube or bar; nickel and alloys in the form of sheet, plate, tube or bar; titanium
and articles thereof, including waste and scrap; and enterprise resource planning software
designed specifically for use in nuclear and military industries. Australia also has in place
autonomous sanctions regimes that apply limited restrictions to business in
Russia/Ukraine, Myanmar and Zimbabwe. Australia does not maintain a sanctions
programme relating to Cuba. The Australian autonomous sanctions in the Countries
subject to International Sanctions have not had any material impact on our business or
operations.

UNITED STATES LAWS AND REGULATION

In the United States, various federal, state and local statutory laws, rules and
regulations, promulgated by governmental authorities and professional self-regulatory
bodies, as well as common laws, apply to our operations, our products and the
environments in which we operate our businesses. Those laws, rules and regulations
impose conditions and restrictions upon our marketing and sales practices, customer
relationship management, as well as our product design and manufacturing activities.

Tariffs on Our Products Exported to the U.S. Market

In addition to the regular customs duties and tariffs applicable to merchandises
imported to the U.S. markets, the U.S. governmental authorities, including the Trade
Representative of the United States, may subject certain merchandise of Chinese origin,
such as our products, to substantial amounts of additional customs duties and tariffs when
imported into the U.S. There may other restrictions imposed by the U.S. governmental
authorities related to the importation of our products.

Foreign Corrupt Practices Act (“FCPA”)

Our company, the United States subsidiary and business counterparties are subject to
the jurisdiction of Foreign Corrupt Practices Act. The FCPA and other similar anti-bribery
and anti-kickback laws and regulations generally prohibit companies and their
intermediaries from making improper payments or offering anything of value to
non-U.S. officials for the purpose of obtaining or retaining business.
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Environmental and Safety Regulation

Our subsidiaries in the United States and stores carrying our products are subject us to
various federal, state and local laws, regulations and other requirements pertaining to
protection of the environment, public health and employee safety, including, for example,
regulations governing the management of hazardous substances, and the maintenance of
safe working conditions.

Consumer Protection and Trade Practise Laws

The United States federal and state consumer protection laws and regulations can
apply to our operations in the United States to protect the end users of our products in the
United States. The Federal Trade Commission of the United States has authority under
Section 5 of the Federal Trade Commission Act (the “FTC Act”) to investigate and
prosecute practises that are “unfair trade practises”, “deceptive trade practises”, or “unfair
methods of competition”. State attorneys general in the United States typically have
comparable authorities and many states permit private plaintiffs to bring actions on the
basis of these laws. In addition, state regulators or boards of optometry may challenge the
marketing, sales and promotional practises related to our products as, among other things,
violating applicable state laws regarding unfair competition or false advertising to
consumers.

Product Liabilities Laws

Under the common law traditions of the United States, a personal injury lawsuit,
whether by an individual, or a group of individuals, over dangerous or defective medical
devices such as our products is typically brought under a fault theory known as “product
liabilities.” These kinds of claims typically come in three varieties: defectively manufactured
medical devices, medical devices with a defective design, or defectively marketed medical
devices. Our subsidiaries in the United States, and the sales of our products in the United
States, as well as our other business activities in the United States may expose us to such
claims.

USFDA regulations and the United States Federal Food, Drug & Cosmetic Act

The Food and Drug Administration of the United States (the “USFDA”) have
established rigorous requirements for clearance or approval to market medical products
such as optic lens in the United States. Obtaining clearance or approval to distribute such
products is uncertain, complex, costly and time-consuming.

Under the United States Federal Food, Drug & Cosmetic Act, as amended (the
“USFFDC Act”), the USFDA has the authority to regulate, among other things, the design,
development, manufacturing, preclinical and clinical testing, labelling, product safety,
marketing, sales, distribution, premarket clearance and approval, recordkeeping, reporting,
advertising, promotion, post-market surveillance, and import and export of medical devices
such as our optic lens.
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Substantially all of our products are classified as medical devices intended for human
use within the meaning of the Act and, therefore, are subject to USFDA regulation.

Each medical device we seek to commercially distribute in the United States must first
receive clearance to market under a notification submitted pursuant to Section 510(k) of the
USFFDC Act, known as the 510(k) premarket notification, or premarket approval (PMA)
from the USFDA, unless specifically exempted by the agency or subject to another form of
USFDA premarket review.

After a device receives 510(k) clearance, any modification that could significantly
affect its safety or effectiveness, or that would constitute a major change in its intended use,
will require a new 510(k) clearance or could require premarket approval.

Sunglasses, spectacle frames, spectacle lens, and magnifying spectacles are medical
devices currently exempt from 510(k) premarket notification. There are no assurances that
such exemption will continue.

Although these devices are currently 510(k) exempt, several other FDA regulations
apply:

a) U.S. manufacturers and initial U.S. distributors (importer) must register their
establishment with FDA;

b) foreign manufacturers must register their establishment with FDA and name a
United States Agent;

c¢) manufacturers must list their devices with FDA;

d) manufacturers must meet Quality System (QS) requirements set forth in 21 CFR
820. Specially, the quality system regulation includes requirements related to
methods used and the facilities and controls for designing, purchasing,
manufacturing, packaging, labelling, storing, installing and servicing of medical
devices;

e) the lens for spectacles and/or sunglasses must be certified as impact resistant
under 21 CFR Part 801.410; specially, a certificate illustrating the lens’
compliance with the 21 CFR 801.410 should accompany each lot of spectacle
lenses/sunglasses seeking entry into the U.S. The certificate should reflect that the
eyewear products have been “sampled” and are impact resistant, using a
statistically significant method. Manufacturers may conduct drop ball tests, as
described in 801.410(d)(2), or use an equal or superior test method to comply with
this.

The Failure to comply with the foregoing requirements may result in detention of the
device at the U.S. port of entry.
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Premarket Approval

Unless otherwise exempted, our products are or may become subject to the PMA
approval process and 510(k) clearance. The more rigorous PMA process requires us to
demonstrate that a new medical device is safe and effective for its intended use. The
USFDA may require that a PMA be supported by, among other things, extensive technical,
preclinical, clinical testing, manufacturing, and labelling data to demonstrate to the
USFDA’s satisfaction, the safety and effectiveness of the device.

After a PMA application is submitted and filed, the USFDA begins an in-depth review
of the submitted information, which typically takes between one and three years, but may
take significantly longer. During the review period, the USFDA may request additional
information or clarification of information already provided. In addition to its own review,
the USFDA may organise an independent advisory panel of experts to review the PMA
whenever a device is the first of its kind or the USFDA otherwise determines panel review is
warranted. The USFDA holds panels on a regular basis, but the need to schedule panel
review usually adds some weeks or months to the review process. In addition, the USFDA
will conduct a pre-approval inspection of the manufacturing facility to ensure compliance
with Quality System Regulation (QSR) which imposes elaborate design, development,
testing, control, validation, documentation, complaint handling, supplier control, and other
quality assurance procedures in the design and manufacturing process. The USFDA may
approve a PMA application with post-approval conditions intended to ensure the safety
and effectiveness of the device including, among other things, restrictions on labelling,
promotion, sale and distribution and conduct of additional post-approval clinical studies or
collection of long-term follow-up from patients in the clinical study that supported
approval. Failure to comply with the conditions of approval can result in materially adverse
enforcement action, including the loss or withdrawal of the approval.

If a manufacturer plans to make significant modifications to the manufacturing
process, labelling, or design of an approved PMA device, the manufacturer must submit an
application called a “PMA Supplement” regarding the change. The USFDA generally
reviews PMA Supplements on a 180-day agency timetable, which may be extended if
significant questions arise in review of the supplement. A manufacturer may implement
limited changes prior to the USFDA’s review of a PMA Supplement. The USFDA
designates some PMA Supplements as “panel-track” supplements, which means that the
agency believes review by an advisory panel may be warranted. Designation as a panel-track
supplement does not necessarily mean that panel review will occur.
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Clinical or Market Trials

A clinical trial is typically required to support a PMA application and is sometimes
required for a 510(k) premarket notification. Clinical trials conducted to support premarket
clearance or approval generally require submission of an application for an Investigational
Device Exemption (IDE) to the USFDA. Appropriate data must support the IDE
application, such as animal and laboratory testing results, showing that it is safe to test
the device in humans and that the investigational protocol is scientifically sound. The IDE
application must be approved by the USFDA for a specified number of patients, unless the
product is deemed eligible for more abbreviated IDE requirements. Clinical trials for a
significant risk device may begin once the USFDA approves the IDE application. All
USFDA-regulated clinical studies, whether significant or non-significant risk, must be
approved and overseen by the appropriate institutional review boards (IRBs) at the clinical
trial sites, and informed consent of the patients participating in the clinical trial must be
obtained. After a trial begins, the USFDA may place it on hold or terminate it, if, among
other reasons, it concludes that the clinical subjects are exposed to an unacceptable health
risk. Any trials we conduct in the United States must be conducted in accordance with
USFDA regulations as well as other federal regulations and state laws concerning human
subject protection and privacy. Moreover, the results of a clinical trial may not be sufficient
to obtain clearance or approval of the product.

Oversight of compliance with quality, medical device reporting, clinical study, and other
regulations

Both before and after we receive premarket clearance or approval and release a
product commercially, we have ongoing responsibilities under USFDA regulations. The
USFDA reviews design and manufacturing practises, labelling and record keeping, product
complaints and manufacturer’s required reports of adverse experiences, product corrections
and removals, and other information to identify potential problems with marketed medical
devices. We are also subject to periodic inspection by the USFDA for compliance with the
USFDA’s QSR and other requirements, such as requirements for advertising and
promotion. The Good Manufacturing Practise (GMP) regulations for medical devices
embodied in the QSR govern the methods used in, and the facilities and controls used for,
the design, manufacture, packaging, labelling, and servicing of all finished medical devices
intended for human use.

The USFDA'’s Bioresearch Monitoring Programme (BIMO) reviews our activities as a
sponsor of clinical research. BIMO conducts facilities inspections as part of a programme
designed to ensure that data and information contained in requests for IDEs, PMA
applications and 510(k) submissions are scientifically valid, reliable, and accurate. Another
objective of the programme is to ensure that human subjects are protected from undue
hazard or risk during scientific investigations.
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If the USFDA were to conclude that we are not in compliance with applicable laws or
regulations, or that any of our medical devices are ineffective or pose an unreasonable
health risk, the USFDA could require us to notify health professionals and others that the
devices present unreasonable risk or substantial harm to public health, order a recall,
repair, replacement, or refund of the devices, detain, or seize adulterated or misbranded
medical devices, or ban the medical devices. The USFDA may also issue warning letters or
untitled letters, refuse our request for 510(k) clearance or PMA approval, revoke existing
510(k) clearances or PMA approvals previously granted, impose operating restrictions,
enjoin, and restrain certain violations of applicable law pertaining to medical devices and
assess civil or criminal penalties against our officers, employees, or us. The USFDA may
also recommend prosecution to the Department of Justice. In the case of devices subject to
pending premarket clearance or approval applications, USFDA has broad authority to halt
the review of applications and require significant additional data analyses, audits, and other
corrective actions where clinical data contained in an application are deemed to be actually
or potentially unreliable, inaccurate, or not in compliance with clinical study or good
clinical practise requirements.

Healthcare Fraud and Abuse Laws and Regulations

Even though we do not control referrals of healthcare services or bill directly to
Medicare, Medicaid or other third-party payers subject to the jurisdiction of the
governmental authorities of the United States, certain federal, state and international
healthcare laws and regulations pertaining to fraud and abuse and patients’ rights are
applicable to our business. We are subject to healthcare fraud and abuse and patient privacy
regulation by the federal government, the states and the international jurisdictions in which
we conduct our business. The regulations that may affect our ability to operate include,
without limitation:

e the federal Anti-Kickback Statute of the United States, which prohibits, among
other things, any person from knowingly and willfully offering, soliciting,
receiving, or providing remuneration, directly or indirectly, to induce ecither the
referral of an individual, for an item or service or the purchasing or ordering of a
good or service, for which payment may be made under federal healthcare
programmes such as the Medicare and Medicaid programmes;

e the federal False Claims Act of the United States, which prohibits, among other
things, individuals, or entities from knowingly presenting, or causing to be
presented, false claims, or knowingly using false statements, to obtain payment
from the federal government, and which may apply to entities that provide coding
and billing advice to customers;

e federal criminal laws of the United States that prohibit executing a scheme to
defraud any healthcare benefit programme or making false statements relating to
healthcare matters;
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e the federal physician sunshine requirements under the Patient Protection and
Affordable Care Act of 2010 of the United States, which requires manufacturers
of drugs, devices, biologics, and medical supplies to report annually to the Centers
for Medicare & Medicaid Services information related to payments and other
transfers of value relating to certain drugs, devices, biologics, and medical
supplies to physicians, other healthcare providers, and teaching hospitals, and
ownership and investment interests held by physicians and other healthcare
providers and their immediate family members;

e the federal Health Insurance Portability and Accountability Act of 1996, as
amended by the Health Information Technology for Economic and Clinical
Health Act of 2009, which governs the conduct of certain electronic healthcare
transactions and protects the security and privacy of protected health
information; and

e the state law equivalents in each of the states and territories of the United States
of each of the above federal laws, such as anti-kickback and false claims laws
which may apply to items or services reimbursed by any third-party payer,
including commercial insurers; state laws that require device companies to comply
with the industry’s voluntary compliance guidelines and the applicable
compliance guidance promulgated by the federal government, or otherwise
restrict payments that may be made to healthcare providers and other potential
referral sources; state and international laws that require device manufacturers to
report information related to payments and other transfers of value to physicians
and other healthcare providers or marketing expenditures; and state and
international laws governing the privacy and security of health information in
certain circumstances, which may differ from each other and may not have the
same effect, thus complicating compliance efforts.

Because of the breadth of these laws and the limited statutory exceptions and safe
harbours available, it is possible that some of our business activities in the United States or
otherwise subject to the jurisdictions of the United States could be subject to challenge
under one or more of such laws.

EUROPEAN UNION LAWS AND REGULATIONS
Overview of relevant legislation

European Union (“EU”) customs legislation is based on international rules and
standards of the World Customs Organisation (“WCQO”). The main EU customs legislation
is set out in Regulation (EU) No. 952/2013 laying down the Union Customs Code (“UCC”),
which provides for import and export requirements and procedures to and from the EU.
The UCC is supplemented by Commission Delegated Regulation No. 2015/2446 (“UCC
Delegated Act”) which supplements certain non-essential elements of the UCC; and by
Commission Implementing Regulation No. 2015/2447 (“UCC Implementing Act”), which
aims to ensure the existence of uniform conditions for the implementation of the UCC and a
harmonised application of procedures by all Member States.
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Other EU customs legislation includes the EU Combined Nomenclature (“CN”), set
out in Council Regulation (EEC) No. 2658/87, which is a systematic list of commodities
based on the WCO’s Harmonised System (“HS”) setting out the Common External Tariff
applicable to imports from countries which do not benefit from any trade preferences from
the EU. Annex I to the CN is updated on an annual basis to reflect any changes in the HS.
The CN is supplemented by non-legally binding Explanatory Notes which provide guidance
on the classification of imports under the various headings and sub-headings of the CN.
Often, the EU adopts legislation classifying certain products under the relevant CN (sub)
heading, which are published in the Official Journal of the EU. The EU non-preferential
rules of origin are set out in Annex 22-01 of the UCC Delegated Act and the EU list of
non-preferential rules of origin.

EU Import Laws are directly applicable to and in all Member States. Consequently,
they apply to entities established in the EU and nationals of the EU Member States.
Member States are responsible for enforcing customs legislation in their domestic legal
order. Consequently, penalties for breaching EU customs laws are set out in national
legislation and differ from one Member State to the other.

As of 1 January 2021, EU law no longer applies to and in the UK. UK import
procedures and requirements are set out in, inter alia, the Taxation (Cross-border Trade)
Act 2018 and the Customs (Import Duty) (EU Exit) Regulations 2018. Customs
declarations are required for all imports into the UK, including those from the EU.
However, as regards to imports from the EU, although such imports have been subject to
controls since 1 January 2021, it is possible to defer customs declarations on standard goods
until the end of 2021 and also to defer the payment of customs duties on such imports by
submitting supplementary declarations up to six months after the goods have been
imported. In addition, Safety and Security Declarations for imports from the EU are not
required until the end of 2021.This deferment system was in place from 1 January 2021 until
31 May 2021.

Customs classification of imported goods and the corresponding non-preferential tariff
rates are based on the UK Trade Tariff, while non-preferential rules of origin for imports in
the UK are set out in The Customs (Origin of Chargeable Goods) (EU Exit) Regulations
2020.

The requirements and main principles under UK legislation are broadly the same as
those in the EU, given that they derive from international agreements and standards.

On 24 December 2020, the EU and the UK concluded a Trade and Cooperation
agreement (“TCA”), which governs trade in goods between the EU and the UK as of 1
January 2021. The TCA provides for preferential treatment in the form of duty-free access
to the EU and UK markets of goods that are “originating” in the EU or the UK
respectively, in accordance with the rules of origin included in the TCA.
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Key import requirements
EORI number

An Economic Operator Identification (“EORI”) number is required for any importer
carrying out customs activities in the EU or the UK respectively in order to trade goods
with non-EU or non-UK countries. An EORI number is obtained from the Customs
authorities in the country where a customs declaration is filed for the first time. As of 1
January 2021, EORI numbers obtained in the UK are no longer recognised in the EU, and
vice versa. Therefore, operators lodging a customs declarations in the EU and the UK will
have to hold an EORI number issued from the respective jurisdiction.

Entry Summary Declaration

An Entry Summary Declaration (“ENS”) is a document that contains information
about the number and nature of the goods, the importer and the exporter, which needs to be
lodged by the carrier or their authorised operator at the first port or airport of entry into
the EU or UK customs territory prior to the arrival of the goods to the EU or the UK
respectively — even if the goods are not going to be imported in the EU or the UK. The
purpose of the ENS is to enable national authorities to operate a risk and safety assessment
prior to the arrival of the goods to the EU or the UK to reduce delays on the importation
process. The deadline for lodging the ENS depends on the mode of transport carrying the
goods and ranges from 24 hours to 1 hour before arrival at the point of importation. In the
UK, an ENS is submitted electronically through the S&S GB service. However, an ENS is
not required for goods imported into the UK from the EU between 1 January 2021 and 31
December 2021.

Customs declaration

A customs declaration is the act whereby an importer indicates the intention to import
goods into the EU or the UK respectively. While the ENS is used by Customs to assess any
risks before the importation takes place, the Customs declaration is used by Customs to
authorise that the goods are put into circulation (or other special Customs procedures). On
the basis of the customs declaration, the importer of the goods pays customs tariffs, if
applicable. The main form used for customs declaration in the EU is the Single
Administrative Document (“SAD”), also known as form C88 in the UK, which is most
commonly filed electronically. On the basis of the customs declaration, the importer of the
goods pays customs tariffs, if applicable.

The SAD can be used to import non-EU goods into the EU, as well as for trade
between the EU and Switzerland, Norway, Iceland, Turkey, Serbia or the Former Yugoslav
Republic of Macedonia. The SAD is not required for trading within the EU. The SAD
simplifies and harmonises administrative customs procedures within the EU. It can be used
for any customs procedure such as import, export, warehousing, temporary import, and
transit. It should provide information on the imported items, their classification (at 8-digit
level), origin and valuation. The date of acceptance of the SAD is relevant for the rate of
duty and the trade policy measures applied to the import.
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The UK has been implementing a new system for import and export declarations, the
Customs Declaration Service (“CDS”), which will replace the existing Customs Handling of
Import and Export Freight (“CHIEF”) system. The CDS allows importers and exporters to
complete customs declarations when trading outside the EU and requires additional
information to be included in customs declarations (e.g., an audit trail of previous
document IDs, additional party types such as the buyer and seller, possible additional
commercial references or tracking numbers and labelling).

Customs classification

In the EU, spectacle lenses for the correction of vision made of materials other than
glass are classified under CN 9001.50.41 for both sides finished and single focal; 9001.50.49
for both sides finished and not single focal; 9001.50.80 for lenses without both sides
finished. All these types of spectacle lenses are subject to a 2.9% customs duty when
imported from countries with which the EU does not have a preferential trade agreement
such as China. Contact lenses are classified under CN 9001.30.00 and are also subject to a
2.9% non-preferential import duty.

Under the UK Trade Tariff, our Company’s products are classified for customs
purposes under the same codes as the EU ones. However, the UK import duties for all of
these types of spectacle lenses and for contact lenses is 2% when imported from third
countries with which the UK does not have a preferential trade agreement.

Customs tariffs and other payments

Customs duties are payable at the Customs authorities in the country where goods are
released for free circulation. The payment of customs tariffs is based on the imported goods’
classification under the CN or UK Trade Tariff if imported into the UK the goods’ origin;
and the good’s value, which is calculated in accordance with the rules set out in the UCC
and the Customs (Import Duty) (EU Exit) Regulations 2018 respectively.

Further, goods imported in the EU and the UK are subject to value added tax, which
applies on all goods imported for use or consumption in the EU or the UK respectively.
Value added tax duties is based on the importing country’s standard value added tax rate
before being released from customs.

We do not act as an importer in the EU or the UK. Consequently, the requirements set
out in the EU and UK Import Laws are not directly applicable to us. By contrast, our
customers based in the EU and the UK and acting as importers of our products in the EU
and the UK respectively are responsible for complying with EU and UK Import Laws,
including paying any import duties or other charges (such as anti-dumping duties) on the
imported products.
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TRANSFER PRICING GUIDELINES, LAWS AND REGULATIONS

Overview of Organisation for Economic Co-operation and Development’s (“OECD”)
Guidelines

The Organisation for Economic Co-operation and Development (the “OECD”), an
international organisation of international cooperation, promulgated the transfer pricing
guidelines for multinational enterprises and tax administrations (the “OECD Guidelines”),
which is consistent with the transfer pricing regulations in the tax jurisdictions involved in
our Covered Transactions including PRC, Japan, the United States and Mexico.

The OECD Guidelines provide that the arm’s length standard should be used to
establish transfer prices between associated enterprises.

The arm’s length standard is applied by comparing controlled transactions with
transactions between independent enterprises based on “economically relevant
characteristics”. Comparability is achieved if: (i) no differences between the controlled
and uncontrolled transactions exist; (ii) the differences that do exist do not materially affect
the condition being examined; or (iii) reasonably accurate quantitative adjustments can be
made to eliminate the effect of any differences.

The methods presented in the OECD Guidelines can be categorised into three groups:
e Comparable uncontrolled price/transaction methods

e  Other traditional transaction methods, including resale price and cost plus

e  Transaction profit methods, including profit split and transaction net margin

The OECD Guidelines state that the objective is to select the method “that is apt to
provide the best estimation of an arm’s length price”. Notwithstanding this overall
objective, the OECD Guidelines adopt the “most appropriate method to the circumstances
of the case” principle for the selection of transfer pricing method.

It is also acknowledged that the OECD Guidelines establish the hierarchy between the
traditional transaction methods and transactional profit methods when both can be applied
in an “equally reliable manner” that the traditional transaction methods should be selected.
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Transfer Pricing in China

Pursuant to the EIT Law and its implement rules and the Law of the People’s Republic
of China on the Administration of Tax Collection (3 A F& A0 B B i i 48 #1%), related
party transactions should comply with the arm’s length principle. In the event that the
related party transactions fail to comply with the arm’s length principle resulting in the
reduction of the enterprise’s taxable income, the tax authority has power to make
adjustments with reasonable methods within ten years from the tax paying year that the
non-compliant related party transaction had occurred. Pursuant to such laws and
regulations, any company entering into related party transactions with another company
shall submit an annual related party transactions reporting form (4F i B ¥ 3£ 5 £ 21 i 5 3%)
to the tax authority. Based on the Announcement of the State Administration of Taxation
on Matters Relating to the Improvement of Affiliated Declaration and Contemporaneous
Document Management (< ZBLH 48 5 BE A 56 25 B B R S R0 [R] 300 60} 9 24T BR S5 T 1 2
%)) promulgated and became effective on 29 June 2016, enterprises which have
related-party transactions shall prepare their contemporaneous documentation of
related-party transactions ([FJHH&#}) per tax year and submit to the tax authority if
required by the same. Contemporaneous documentation includes the master file (3 SCH#),
local file (ASHi3CHE) and special issue file (FFFAZFIESCHE), each of which is applied to
different circumstances in relation to the related-party transactions of the PRC company.
According to the Announcement of the State Administration of Taxation on Promulgating
the Administrative Measures for Special Tax Investigation Adjustments and Mutual
Agreement Procedures (€S8 55 48 J5) BE 7 55 i e il 400 Fod w25 o B TAH B T i AR I A SO
M Z245)) which was which partially repealed the Implementation Regulations for Special
Tax Adjustments (Trial) (CHRAI BB F AL (3017))), and was issued on 17 March
2017 and became effective on the same day and was amended on 15 June 2018, if an
enterprise receives a special tax adjustment risk warning from tax authorities or detects in
itself any special tax adjustment risk, the enterprise may carry out voluntary adjustments
regarding tax payment matters and the relevant tax authority may still proceed with special
tax investigation adjustment procedures according to the relevant provisions.
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e  Transfer Pricing Adjustment

According to the EIT Law and the EIT Regulation, where a transaction between an
enterprise and its affiliated enterprises fails to comply with the independent transaction
principle, and reductions are made to the taxable income or the amount of income of the
enterprise or its affiliated enterprises, the tax authorities have a right to make adjustments
according to a reasonable method within 10 years from the tax year in which the transaction
occurs. If the tax authorities have made tax adjustments and the taxpayer is required to
make up outstanding tax payments, the additional tax amount shall be levied and collected
with interest pursuant to the provisions of the State Council. According to the
Announcement of the SAT on Promulgation of the Administrative Measures on Special
Tax Investigation, Adjustment and Mutual Agreement Procedure ([B Z 86154 )= B i 4% {fi
Rl I i 30 ) A B R 1 Wb P PR O 48 B MEIS ) 9 22 45) promulgated by the SAT on 17 March
2017 and partly revised on 15 June 2018, the tax authorities shall focus on enterprises with
the following risk characteristics while implementing special tax investigation: (i)
enterprises with large transaction amount of affiliated transactions, or varied types of
affiliated transactions; (ii) enterprises with long-term losses, low profits or non-linear
profits; (iii) enterprises with profit lower than the industry’s level; (iv) enterprises whose
profit level does not match the functional risks they perform, or whose earnings shared do
not match the costs shared; (v) enterprises which carry out affiliated transactions with
affiliated parties located at low tax countries (or regions); (vi) enterprises which fail to
declare affiliated transactions or prepare contemporaneous documentation pursuant to the
provisions; (vii) enterprises whose ratios of debt investments and equity investments
accepted from the affiliated parties exceed the stipulated standards; (viii) an enterprise
controlled by a resident enterprise or by a resident enterprise and a Chinese resident which
is established in a country (or region) with actual tax burden lower than 12.5% does not
distribute profit or reduces profit distribution for reasons other than reasonable needs for
business operation; or (ix) implements other tax planning or arrangements which do not
have a reasonable business purpose.
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OUR HISTORY
Overview

We are a leading resin spectacle lens manufacturer in the PRC with sales to over 80
countries during the Track Record Period. Our resin spectacle lens manufacturing business
can be traced back to 1996, when Mr. Fei founded Qitian Technology on 5 December 1996.
As our resin spectacle lens manufacturing business conducted through Qitian Technology
and its then subsidiaries continued to grow under Mr. Fei’s leadership, Qitian Technology
became listed on the Shenzhen Stock Exchange (the “SZSE”) (stock code: 300061) in
March 2010.

In October 2016, in order to tap into the growing potentials in the financial services
sector, Qitian Technology acquired Shanghai Qiji Intelligent Technology Co., Ltd. (i
FHERERHE AR/ ) (“Qiji Intelligent”), a company established in the PRC primarily
engaged in the provision of value-added services for bank cards. However, the parallel
development in financial services and resin spectacle lens manufacturing had resulted in
competition for resources and diversion of the management’s attention. Therefore, the
management of Qitian Technology, led by Mr. Fei at the time, decided to strategically
streamline the operation of the two businesses, and regroup their respective business
entities, assets and liabilities into two separate entities.

On 30 June 2018, the directors of Qitian Technology resolved to transfer its entire resin
spectacle lens manufacturing business to Mr. Fei and Mr. Fan. As at the time of the
resolutions, Mr. Fei was the controlling sharecholder and chairman of the board of directors
of Qitian Technology, while Mr. Fan was the chairman of the board of supervisors of Qitian
Technology. In anticipation of the transfer, our Company (then held by Mr. Fei and Mr.
Fan as to 99% and 1%, respectively) was established as a holding vehicle of the equity
interest in all subsidiaries undertaking our resin spectacle lens manufacturing business, as
well as their assets and liabilities including intellectual properties and application rights. On
23 February 2021, our Company was converted into a joint stock limited company under
the laws of the PRC.

Following the corporate restructuring, Mr. Fei shall continue to carry out the resin
spectacle lens manufacturing business previously undertaken through Qitian Technology as
our Controlling Sharecholder and executive Director. For details of the background and
experience of Mr. Feli, see “Directors, Supervisors and Senior Management — Directors” in
this prospectus.
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OUR BUSINESS MILESTONES

The following is a summary of our Group’s key business development milestones:

Year Event

1996 °

2004 °
2006 °
2010 °
2011 °
2013 °
2017 °

°
2018 °
2021 °

Qitian Technology, the predecessor of our Group, was
established to commence the production and sales of
standardised lenses

Qitian Technology was accredited ISO 9001:2000 by
Quality Austria — Trainings, Zertifizierungs und
Begutachtungs GmbH (“Quality Austria™)

Jiangsu Conant, being the first Group company, was
established to expand the production and sales of
standardised lenses

Conant Lens was established to expand the sales of
resin spectacle lens in the Americas

We commenced the production and sales of customised
lenses

Qitian Technology acquired Asahi Optical to
commence the production of standardised lenses in
Japan

Shanghai Conant was accredited ISO 9001:2015 by
Quality Austria

Qitian Technology was accredited ISO 13485:2016 by
NSF International Strategic  Registrations (a
management systems certification body) for the
manufacture and sales of medical resin optical lenses
(export only)

The regrouping of relevant companies (including but
not limited to Shanghai Conant, Jiangsu Conant and
Asahi Optical) engaging in our resin spectacle lens
manufacturing business into our Company was
completed

We completed our joint-stock reform and became a
joint stock limited company
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OUR GROUP COMPANIES
Our Company

Our Company was established as a limited liability company in the PRC on 20 June
2018 under its former name Shanghai Linwu Industrial Co., Ltd.* (M E2EH RA A)).
It had an initial registered capital of RMB1 million, held as to 99% and 1% by Mr. Fei and
Mr. Fan, respectively. The establishment of our Company was in anticipation of the
regrouping of our business entities as detailed in “— Evolution of our Group — Spin-off
from Qitian Technology and regrouping of our business entities”, for the purpose of
holding the equity interest in all subsidiaries of Qitian Technology undertaking our resin
spectacle lens manufacturing business, as well as their assets and liabilities including
intellectual properties and application rights.

On 16 October 2018, the registered capital of our Company was increased to RMB10
million by way of capital injection by Mr. Fei and Mr. Fan in proportion to their respective
equity interest. On 9 August 2019, Mr. Fei and Mr. Fan further injected approximately
RMB293.5 million and RMB1.5 million into our Company, respectively. Both instances of
capital injection were settled by cash. The aggregate registered capital of RMB305 million
was subsequently used to partially finance the regrouping of our business entities as further
detailed in “— Evolution of our Group — Spin-off from Qitian Technology and regrouping
of our business entities”.

As detailed in “— Pre-IPO Investment”, on 8 January 2021, Mr. Fei transferred certain
equity interest in our Company to the Pre-IPO Investors. Upon completion of the transfers
and up to the Latest Practicable Date, the shareholding structure of our Company was as
follows:

Registered Equity

Shareholder capital interest
(RMB) (%)

Mr. Fei 212,740,030 69.75
Shanghai Shuyun 18,396,670 6.03
Zhourong Lianer 14,945,000 4.90
Jiaxing Huiyi 14,945,000 4.90
Mr. Fan 12,200,000 4.00
Shanghai Fengchang 11,948,300 3.92
Qian Yaoming (£1# ) (“Mr. Qian”) 10,980,000 3.60
Huang Anfen (¥ %75) (“Ms. Huang”) 6,100,000 2.00
Lan Zhiping (B -F) (“Mr. Lan”) 2,745,000 0.90
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Our Subsidiaries

The details of our subsidiaries from the start of the Track Record Period and up to the

No. Company name

1. Jiangsu
Conant

2. Conant Lens

3. Conant
Eyewear

4. Conant
Mexico SA

5. Shanghai
Conant

6. Asahi
Holdings

7. Asahi Optical

8. Laboratorio
Opticos SA

9. Jiangsu Asahi

Date of
establishment

25 December
2006

12 November
2010

27 January
2011

4 April
2011

13 April
2011

3 July
2013

12 December
1980

24 January
2014

8 November
2019

Latest Practicable Date are set out as follows:

Place of
establishment

PRC

Georgia,

United States

PRC

Mexico

PRC

Hong Kong

Japan

Mexico

PRC
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Principal activity

Manufacturing and
sales of resin
spectacle lenses

Sales of resin
spectacle lenses

Sales of resin
spectacle lenses

Importation and
sales of resin
spectacle lenses

Manufacturing and
sales of resin
spectacle lenses

Investment holding

Manufacturing of
resin spectacle
lenses

Sales of resin
spectacle lenses

Sales of resin
spectacle lenses

Major shareholding
changes during the
Track Record Period

See “— Evolution of
our Group —
Spin-off from Qitian
Technology and
regrouping of our
business entities”

See “— Evolution of
our Group —
Spin-off from Qitian
Technology and
regrouping of our
business entities”

None
See “— Evolution of
our Group —

Spin-off from Qitian
Technology and
regrouping of our
business entities”

See “— Evolution of
our Group —
Spin-off from Qitian
Technology and
regrouping of our
business entities”

See “— Evolution of
our Group —
Spin-off from Qitian
Technology and
Regrouping of our
business entities”

None

None

None
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EVOLUTION OF OUR GROUP
Establishment of Qitian Technology and listing on the SZSE

On 5 December 1996, Mr. Fei together with Shanghai Pudong Town Science and
Technology Economic Development Corporation (VR 5 IR EE R} 57 58975 BA 9% A8 Al
established Qitian Technology under its former name Shanghai Conant Optics Co., Ltd.
(B R R e 2 A RN F]). Principally engaged in the manufacturing of resin spectacle
lens, Qitian Technology experienced steady growth under the leadership and management
of Mr. Fei, and evolved to become a leading domestic resin lens manufacturer in China. On
19 March 2010, Qitian Technology was listed on the ChiNext Market of the SZSE (stock
code: 300061). Save as the public criticism disclosed in “Directors, Supervisors and Senior
Management — Directors — Executive Directors”, since the listing of Qitian Technology
on the SZSE until completion of the regrouping of our business entities as detailed in “—
Evolution of our Group — Spin-off from Qitian Technology and regrouping of our business
entities”, our Directors confirm that to the best of their knowledge:

1. Qitian Technology had been operating in compliance in all material respects with
all applicable rules of the SZSE; and

2. Qitian Technology had not been imposed any administrative penalty by the
CSRC.

Since 1 January 2018, being the commencement date of the Track Record Period, up to
the regrouping of our business entities detailed in “— Evolution of our Group — Spin-off
from Qitian Technology and regrouping of our business entities”, Mr. Fei remained the
controlling shareholder of Qitian Technology.

Establishment of our PRC subsidiaries

Jiangsu Conant was established as a limited liability company on 25 December 2006.
As at the start of the Track Record Period, Jiangsu Conant was wholly owned by Qitian
Technology with a registered capital of RMB300 million.

Conant Eyewear was established as a limited liability company on 27 January 2011
under its former name Jiangsu Conant Kaiyue Optical Glasses Co., Ltd. (VL& il 45 sl
LR EE A PR/ F]). As at the start of the Track Record Period, Conant Eyewear was wholly
owned by Jiangsu Conant with a registered capital of RMBI10 million.
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Shanghai Conant was established by Qitian Technology as a limited liability company
on 13 April 2011 under its former name Shanghai Conant Optics Sales Co., Ltd. ([ ¥ F i
TR B8 E A RN F]) with an initial registered capital of RMB2 million. As at the start of
the Track Record Period, it had a registered capital of RMB222 million wholly owned by
Qitian Technology. On 18 January 2018, the share capital of Shanghai Conant was
increased to RMB237 million by Qitian Technology in cash. On 21 May 2018, Qitian
Technology further increased the share capital of Shanghai Conant to RMB307 million,
which was settled by the transfer of the land use right in respect of the Shanghai Owned
Land the value of which was determined by an independent valuation on 31 May 2018.

Until the regrouping of our business entities detailed in “— Evolution of our Group —
Spin-off from Qitian Technology and regrouping of our business entities”, Jiangsu Conant
and Shanghai Conant were direct wholly-owned subsidiaries of Qitian Technology, and
Conant Eyewear was an indirect wholly-owned subsidiary of Qitian Technology.

Jiangsu Asahi was established as a limited liability company on 8§ November 2019 by
Jiangsu Conant with an initial registered capital of RMB10 million. Since its establishment
to the Latest Practicable Date, Jiangsu Asahi had been an indirectly wholly-owned
subsidiary of our Company.

Expansion to the Americas

In order to expand our sales network in the United States, Conant Lens was
incorporated as a domestic profit corporation in the State of Georgia on 12 November 2010
with 800,000 paid-up ordinary shares wholly owned by Qitian Technology. As at the Latest
Practicable Date, Conant Lens is principally engaged in the sales of resin spectacle lenses in
the United States.

On 4 April 2011, Conant Mexico SA was established as a commercial stock
corporation with variable capital in Mexico. It has a capital stock of MXN31,546,000
wholly owned by Qitian Technology. As at the Latest Practicable Date, Conant Mexico SA
is principally engaged in the importation into Mexico and sales of resin spectacle lenses. On
24 January 2014, Laboratorio Opticos SA was incorporated in Mexico as a commercial
stock corporation with variable capital in Mexico. It has a capital stock of MXN2,549,000
wholly owned by Conant Mexico SA and is principally engaged in the sales of resin
spectacle lenses.
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Acquisition of Asahi Optical

Asahi Optical is a stock company established in Japan on 12 December 1980 as an
indirect wholly-owned subsidiary of Ono Holdings Co., Ltd. (/N & — L 5 1 > &7 2tk
#1) (“Ono”) with an initial registered capital of JPY 100 million. It is principally engaged in
the manufacturing of resin lenses with a refractive index of 1.67 and 1.74.

Following the liquidation of Ono, on 16 November 2012, the Tokyo District Court
ordered the commencement of corporate rehabilitation of Asahi Optical and appointed a
rehabilitation trustee to take over its operation. In contemplation of the potential
acquisition of Asahi Optical, Asahi Holdings was incorporated in Hong Kong on 3 July
2013, with its registered capital contributable as to US$2.75 million (or 55%) and US$2.25
million (or 45%) by Qitian Technology and MCSabae Holdings Limited (“MCSabae”),
respectively. MCSabae is a special purpose vehicle incorporated in the BVI indirectly held
as to 50% by each of Creat Group Co., Ltd (FlEifEEIHBR/AF]) and Mitsubishi
Corporation (= Z i #kU&4k), both Independent Third Parties. On 30 September
2013, the rehabilitation plan of Asahi Optical was sanctioned by the Tokyo District
Court. Pursuant to the rehabilitation plan, Qitian Technology and MCSabae shall inject an
aggregate amount of JPY400 million into Asahi Optical as consideration of the acquisition,
which was determined after a tender process by the rehabilitation trustee with reference to
the operating results and prospects of Asahi Optical. The consideration was fully settled on
1 November 2013, and was partly utilised to repay the outstanding debts of Asahi Optical
and partly retained as its working capital. The corporate rehabilitation proceedings of
Asahi Optical were closed on 29 November 2013, and therefore as advised by Japan Legal
Advisers, all outstanding liabilities, debts or claims, if any, listed on the rehabilitation plan,
against Asahi Optical would be compromised on the terms of the rehabilitation plan as
sanctioned by the court and discharged accordingly. As advised by our Japan Legal
Advisers, all applicable approvals under Japanese laws regarding the acquisition of Asahi
Optical through the rehabilitation proceedings have been obtained, and the acquisition has
been properly and legally completed.

On 29 May 2017, Qitian Technology acquired all of MCSabae’s 45% equity interest in
Asahi Holdings for a consideration of US$10,726,846, which was determined after arm’s
length negotiations with reference to the operating results and prospects of Asahi Optical.
Following the transfer, Asahi Holdings became a direct wholly-owned subsidiary of Qitian
Technology.
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Spin-off from Qitian Technology and regrouping of our business entities

In October 2016, in order to tap into the growing potentials in the financial services
sector and enhance the profitability of Qitian Technology, Qitian Technology acquired Qiji
Intelligent, a company established in the PRC primarily engaged in the provision of
value-added services for bank cards. After the acquisition, the revenue of Qitian
Technology generated from Qiji Intelligent and its related big data technology business
(the “Financial Service and Other Businesses”) increased by 325.0% from RMB274.0 million
in 2016 to RMB1,164.6 million in 2017. At this rate, the Financial Service and Other
Business had outpaced resin spectacle lens manufacturing in terms of growth in revenue for
Qitian Technology and become its main source of revenue and profit. For the years ended
31 December 2015, 2016 and 2017, the contribution of resin spectacle lens manufacturing
business to Qitian Technology’s total revenue decreased from 96.4% to 69.9% and further
to 40.1%, respectively.

While the acquisition of Qiji Intelligent brought about a significant boost to the
operating results and financial performance of Qitian Technology, the board of Qitian
Technology (which at the time consisted of our executive Directors, among others, with Mr.
Fei as chairman) considered that the parallel development in the Financial Service and
Other Business and resin spectacle lens manufacturing had failed to cultivate sufficient
synergy effects, and resulted in competition for resources and diversion of the
management’s attention. Rather, in light of the prospects of the Financial Service and
Other Business, Qitian Technology should accelerate its transformation into the financial
services sector and concentrate its resources on it to optimise its asset structure and hence
value and profitability. Therefore, Mr. Fei and his management team considered that it
would be more beneficial to spin off and carry on our resin spectacle lens manufacturing
business under a separate entity outside of the listed group of Qitian Technology.

On 30 June 2018 and 23 August 2018, the directors and shareholders of Qitian
Technology respectively resolved to strategically streamline the operation of its businesses,
and regroup the business entities, assets and liabilities relating to resin spectacle lens
manufacturing into a separate entity owned by Mr. Fei and Mr. Fan. As at the time of the
resolutions, Mr. Fei was the controlling shareholder and chairman of the board of directors
of Qitian Technology, while Mr. Fan was the chairman of the board of supervisors of Qitian
Technology. Pursuant to the resolutions, the entire equity interests of Jiangsu Conant,
Conant Lens, Conant Mexico SA, Shanghai Conant and Asahi Holdings were transferred to
our Company for a consideration of approximately RMB760.7 million, which was
determined with reference to an independent valuation of the equity interest and assets
and liabilities being transferred, including intellectual properties and application rights. On
29 June 2018, Mr. Fei provided a non-competition undertaking (% %[] 258 F K FE) to
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Qitian Technology. The undertaking was given by Mr. Fei for the purpose of ensuring the
regulatory compliance of Qitian Technology’s business operations and eliminating the
potential business competition between Qitian Technology and our Company. It was the
intention of Qitian Technology to focus on the financial services sector and eventually
dispose of all spectacles-related businesses. Under the said undertaking, Mr. Fei would
either himself, or procure any third parties to, acquire any spectacles-related business
(including Jiangsu Blue and Shanghai Blue) held by Qitian Technology if Qitian
Technology could not dispose of its spectacles-related business within three years after
the shareholders meeting of Qitian Technology approving the spin-off such that Qitian
Technology would be able to withdraw from spectacle lens industry completely. The
spin-off was completed on 31 December 2018 while the consideration was fully settled by
cash on 31 October 2019. Such consideration was funded partially by our Company’s
internal working capital which consisted of, among others, the paid-up capital from Mr. Fei
and Mr. Fan, and partially by the bank loans detailed in “Financial Information —
Indebtedness and Contingent Liabilities — Interest-bearing bank and other borrowings”.
As advised by our PRC Legal Advisers, the transfer of business entities under the spin-off is
in compliance with all applicable PRC laws and regulations and listing rules of the SZSE in
all material respects.

Jiangsu Blue and Shanghai Blue were not included in the spin-off primarily because (i)
at the relevant times, Jiangsu Blue was principally engaged in manufacturing and sales of
spectacle cases and cleaning cloths in the PRC and Shanghai Blue was principally engaged
in the trading of spectacle lens, spectacle cases, cleaning cloths and pets products. As such,
the businesses of Jiangsu Blue and Shanghai Blue were not in line with the businesses of our
Company, being the manufacturing of resin spectacle lens; and (ii) Qitian Technology did
not hold 100% interest in Jiangsu Blue or Shanghai Blue, the businesses of Jiangsu Blue and
Shanghai Blue had been largely led by Zhang Aiguo (%% ), who is an Independent Third
Party. As advised by our PRC Legal Advisers, in the event that Jiangsu Blue and Shanghai
Blue were included in the spin-off, independent valuation of the equity interests in, and
assets and liabilities of, Jiangsu Blue and Shanghai Blue would be required pursuant to the
applicable PRC laws and regulations. In fact, independent valuation was prepared for the
sale of Jiangsu Blue and Shanghai Blue to Linxi Packaging in June 2020. See “— Evolution
of Our Group — Acquisition of minority interest in Jiangsu Blue” for details.

Immediately after completion of the 