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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 “Documents Delivered to the Registrar of Companies and Available for Inspection” in Appendix V,
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 for the contents of
this prospectus or any of the other documents referred to above.

We expect to determine the pricing of the Offer Shares by agreement with the Joint Representatives (for themselves and on behalf of the Underwriters) on or about September 22,
2020 and, in any event, not later than September 25, 2020. The Public Offer Price will be not more than HK$648.00 per Offer Share, unless otherwise announced. If, for any reason,
we do not agree with the Joint Representatives (for themselves and on behalf of the Underwriters) on the pricing of the Offer Shares by September 25, 2020, the Global Offering
will not proceed and will lapse.

We may set the International Offer Price at a level higher than the maximum Public Offer Price if, (a) the Hong Kong dollar equivalent of the closing trading price of the ADSs
on Nasdaq on the last trading day on or before the Price Determination Date (on a per-Share converted basis) were to exceed the maximum Public Offer Price as stated in this
prospectus; and/or (b) we believe that it is in the best interests of our Company as a listed company to set the International Offer Price at a level higher than the maximum Public
Offer Price based on the level of interest expressed by professional and institutional investors during the bookbuilding process. If the International Offer Price is set at or lower
than the maximum Public Offer Price, the Public Offer Price must be set at such price that is equal to the International Offer Price. Under no circumstance will we set the Public
Offer Price above the maximum Public Offer Price as stated in this prospectus or the International Offer Price.

The Joint Representatives (for themselves and on behalf of the Underwriters) may, with our consent, reduce the number of Offer Shares being offered pursuant to the Global Offering
at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. Further details are set out in the sections headed “Structure
of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this prospectus.

Prior to making an investment decision, prospective investors should carefully consider all of the information set out in this prospectus, including the risk factors set out in “Risk
Factors.” The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Representatives (for themselves
and on behalf of the Hong Kong Underwriters) if certain events occur prior to 8:00 a.m. on the Listing Date. See “Underwriting — Underwriting Arrangements and Expenses — Hong
Kong Public Offering — Grounds for termination™ in this prospectus. It is important that you refer to that section for further details.

Our ADSs, each representing one Share, are listed for trading on Nasdaq under the symbol “ZLAB.” The reported sale price of the ADSs on Nasdaq on September 14, 2020 was
US$77.42 per ADS. In connection with the Global Offering, we have filed a registration statement on Form F-3 and a preliminary prospectus supplement and plan to file a final
prospectus supplement with the SEC to register the sale of Shares under the U.S. Securities Act.

NEITHER THE SEC NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Prospective investors should make the decision to invest in our Company only after due and careful consideration.

*  For identification only

September 17, 2020
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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 prospectus 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 Hong Kong Stock Exchange at
www.hkexnews.hk under the “HKEXnews > New Listings > New Listing Information”
section, and our website at http://www.zailaboratory.com. 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 at www.eipo.com.hk;

(2) apply through the CCASS EIPO service to electronically cause 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 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 Centre 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 Hong Kong Share Registrar and White Form eIPO
Service Provider, Computershare Hong Kong Investor Services Limited, both at +852
2862 8648 on the following dates:

Thursday, September 17, 2020 - 9:00 a.m. to 9:00 p.m.
Friday, September 18, 2020 - 9:00 a.m. to 9:00 p.m.
Saturday, September 19, 2020 - 9:00 a.m. to 6:00 p.m.
Sunday, September 20, 2020 - 9:00 a.m. to 6:00 p.m.
Monday, September 21, 2020 - 9:00 a.m. to 9:00 p.m.
Tuesday, September 22, 2020 - 9:00 a.m. to 12:00 noo

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 prospectus
are identical to the printed document as registered with the Registrar of Companies in
Hong Kong pursuant to Section 342C of the Companies (WUMP) Ordinance.

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

Please refer to “How to Apply for Hong Kong Offer Shares” for further details on
the procedures through which you can apply for the Hong Kong Offer Shares
electronically.
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Your application through the White Form eIPO service or the CCASS EIPO
service must be for a minimum of 50 Hong Kong Offer Shares and in one of the numbers

set out in the table. You are required to pay the amount next to the number you select.

No. of Hong Amount No. of Hong Amount No. of Hong Amount No. of Hong Amount
Kong Offer payable on Kong Offer payable on Kong Offer payable on Kong Offer payable on
Shares application Shares application Shares application Shares application
applied for HK$ applied for HK$ applied for HK$ applied for HK$
50 32,726.49 1,000 654,529.90 8,000  5,236,239.17 200,000 130,905,979.20
100 65,452.99 1,500 981,794.84 8,500  5,563,504.12 300,000 196,358,968.80
150 98,179.48 2,000 1,309,059.79 9,000  5,890,769.06 385,850 252,550,360.37
200 130,905.98 2,500 1,636,324.74 9,500  6,218,034.01
250 163,632.47 3,000 1,963,589.69 10,000  6,545,298.96
300 196,358.97 3,500 2,290,854.64 20,000 13,090,597.92
350 229,085.46 4,000  2,618,119.58 30,000 19,635,896.88
400 261,811.96 4,500 2,945,384.53 40,000 26,181,195.84
450 294,538.45 5,000  3,272,649.48 50,000 32,726,494.80
500 327,264.95 5,500 3,599,914.43 60,000 39,271,793.76
600 392,717.94 6,000  3,927,179.38 70,000 45,817,092.72
700 458,170.93 6,500  4,254,444.32 80,000 52,362,391.68
800 523,623.92 7,000  4,581,709.27 90,000 58,907,690.64
900 589,076.91 7,500 4,908,974.22 100,000  65,452,989.60

Note:

€y

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 TIMETABLEY

Hong Kong Public Offering commences. .. ......... ... .. .. ... ........ 9:00 a.m. on
Thursday, September 17, 2020

Latest time for completing electronic applications
under White Form eIPO service through
the designated website www.eipo.com.hk® . ... .. .. .. ... ... ... ... .. 11:30 a.m. on
Tuesday, September 22, 2020

Application lists open™® .. ... ... ... .. .. .. .. 11:45 a.m. on Tuesday, September 22, 2020

Latest time for (a) completing payment
for White Form eIPO applications by
effecting internet banking transfer(s) or
PPS payment transfer(s) and (b) giving
electronic application instructions
to HKSCC™ ... ... ... .. .. .. ... ..... 12:00 noon on Tuesday, September 22, 2020

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 Tuesday, September 22, 2020

Expected Price Determination Date®™ ... ................. Tuesday, September 22, 2020

Announcement of the Public Offer Price and

the International Offer Price on our website

(6

at www.zailaboratory.com® and the website

of the Hong Kong Stock Exchange
at www.hkexnews.hk on or around ................. ... Friday, September 25, 2020

Announcement of the level of indications of
interest in the International Offering, the level of
applications in the Hong Kong Public Offering and
the basis of allocation of the Hong Kong Offer Shares
on our website at www.zailaboratory.com and

the website of the Hong Kong Stock Exchange
at www.hkexnews.hk on or before ..................... Friday, September 25, 2020

— iii —



EXPECTED TIMETABLEY

The results of allocations in the Hong Kong Public

Offering (with successful applicants’ identification

document numbers, where appropriate) to be available

through a variety of channels, including:

in the announcement to be posted on our website and
the website of the Hong Kong Stock Exchange
at www.zailaboratory.com and www.hkexnews.hk,

respectively . . ... ... Friday, September 25, 2020

from the designated results of allocations website
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 ................. Friday, September 25, 2020 to
Thursday, October 1, 2020

from the allocation results telephone enquiry

by calling +852 2862 8555 between

9:00 a.m. and 6:00 p.m. from ................. Friday, September 25, 2020 and
from Monday, September 28, 2020
to Wednesday, September 30, 2020

Share certificates in respect of wholly or partially

successful applications to be dispatched or
deposited into CCASS on or before”® ... .. ... ....... Friday, September 25, 2020

White Form e-Refund payment instructions/refund

checks in respect of wholly or partially successful

applications (if applicable) or wholly or partially

unsuccessful applications to be dispatched

on

oraround®@® L Friday, September 25, 2020

Dealings in Shares on the Stock Exchange expected

to commence at 9:00 am. on .......... ... ... ... Monday, September 28, 2020

Notes:

€y

(2)

All dates and times refer to Hong Kong local dates and time, except as otherwise stated.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after
11:30 a.m. on the last day for submitting applications. If you have already submitted your application and
obtained an application reference number from the designated website 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.

—1v —



EXPECTED TIMETABLEY

3)

C))

(%)

(6)

N

(8)

)

If there is/are a tropical cyclone warning signal number 8 or above, a “black” rainstorm warning and/or
Extreme Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Tuesday,
September 22, 2020, the application lists will not open or close on that day. See “How to Apply for Hong Kong
Offer Shares — Effect of Bad Weather and Extreme Conditions on the Opening and Closing of the Application
Lists.”

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC via
CCASS or instructing your broker or custodian to apply on your behalf via CCASS should refer to “How to
Apply for Hong Kong Offer Shares — Applications for the Hong Kong Offer Shares — Applying through CCASS
EIPO service.”

The Price Determination Date is expected to be on or around Tuesday, September 22, 2020 and, in any event,
not later than Friday, September 25, 2020. If, for any reason, we do not agree with the Joint Representatives
(for themselves and on behalf of the Underwriters) on the pricing of the Offer Shares by Friday, September
25, 2020, the Global Offering will not proceed and will lapse.

None of the websites set out in this section or any of the information contained on the websites forms part of
this prospectus.

Share certificates will only become valid at 8:00 a.m. on the Listing Date provided that the Global Offering
has become unconditional and the right of termination described in “Underwriting — Underwriting
Arrangements and Expenses — Hong Kong Public Offering — Grounds for Termination” has not been exercised.
Investors who trade Shares on the basis of publicly available allocation details or prior to the receipt of Share
certificates or the Share certificates becoming valid do so entirely at their own risk.

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

Applicants who have applied on White Form eIPO for 300,000 or more Hong Kong Offer Shares may collect
any refund checks (where applicable) and/or Share certificates in person from our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Friday, September 25, 2020 or such
other date as notified by us as the date of dispatch/collection of Share certificates/e-Refund payment
instructions/refund checks. 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 Hong Kong Share Registrar at the time of collection.

Applicants who have applied for Hong Kong Offer Shares through CCASS EIPO service should refer to “How
to Apply for Hong Kong Offer Shares — Despatch/collection of share certificates/e-refund payment
instructions/refund checks — Personal Collection — If you apply through CCASS EIPO service” for details.

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

Share certificates and/or refund checks for applicants who have applied for less than 300,000 Hong Kong Offer
Shares and any uncollected Share certificates and/or refund checks will be dispatched by ordinary post, at the
applicants’ risk, to the addresses specified in the relevant applications.
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Further information is set out in “How to Apply for Hong Kong Offer Shares — Refund of application monies”
and “How to Apply for Hong Kong Offer Shares — Despatch/collection of share certificates/e-refund payment
instructions/refund checks.”

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, please refer to “Structure of the Global Offering” and “How to Apply for Hong Kong
Offer Shares,” respectively.

If the Global Offering does not become unconditional or is terminated in accordance with

its terms, the Global Offering will not proceed. In such a case, we will publish an
announcement as soon as practicable thereafter.

—Vvi—
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read the entire document before you decide to invest in the
Offer Shares. In particular, we are a biotechnology company seeking to list on the Main
Board of the Stock Exchange under Chapter 18A of the Listing Rules on the basis that we
are unable to meet the requirements under Rule 8.05 (1), (2) or (3) of the Listing Rules.
There are unique challenges, risks and uncertainties associated with investing in
companies such as ours. In addition, we have incurred significant operating losses since
our inception, and we expect to remain loss making in the near term. We had negative net
cash flow from operating activities for certain periods during the Track Record Period.
We did not declare or pay any dividends during the Track Record Period and do not
intend to pay any dividends in the near future. Your investment decision should be made

in light of these considerations.

There are risks associated with any investment. Some of the particular risks in
investing in the Offer Shares are set out in the section headed “Risk Factors” in this
prospectus. You should read that section carefully before you decide to invest in the Offer

Shares.

OVERVIEW

We are an innovative, research-based, commercial-stage biopharmaceutical company with
a focus on discovering, licensing, developing and commercializing therapies that address areas
of large unmet medical need in the China and global markets, including the fields of oncology,
infectious and autoimmune diseases. By effectively executing our plan and closely following
our strategy, we have built an integrated platform to bring both in-licensed and internally-
discovered novel therapeutics to patients globally. We believe we are one of the first
biopharmaceutical companies in China to scale, allowing us to further capitalize on the latest
innovation and business opportunities globally.

Since our inception, we have executed our strategic approach of in-licensing promising
biopharmaceutical products via global collaboration and investing in internal discovery and
development efforts. Our robust portfolio consists of 16 products and drug candidates,
including two commercialized products in China, Hong Kong and Macau and seven assets in
pivotal or potentially registration-enabling trials in oncology and infectious diseases, which are
therapeutic areas with large unmet needs and lack of innovative treatment options in Greater
China. Although we have limited experience in manufacturing and commercializing our
products and drug candidates, we are nevertheless at the inflection point of commercialization
with recent launches of ZEJULA and Optune (Tumor Treating Fields) in multiple regions,
empowered by our commercialization team with heritage from top-selling MNCs and
innovative oncology brands. We believe that we remain the trusted partner in our areas of focus
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for the biopharmaceutical industry as we provide a differentiated approach for our
collaborators to achieve success while also conducting timely trials and achieving eventual
commercialization of promising therapies, accelerating access to the large patient population.

We founded Zai Lab with the intent to build a highly differentiated biopharmaceutical
company delivering transformative therapies to patients. We have assembled a leadership team
of industry veterans with global experience in the biopharmaceutical sector who have been at
the frontier of framing the Chinese biopharma industry for more than two decades. Led by our
experienced management team, we have developed into a leading biopharmaceutical company
with products approved in Greater China, broad pipeline with differentiated innovative assets
from collaboration and in-house development and state-of-art capabilities across research and
development, clinical development and commercialization.

We have assembled a deep, clinically-validated and innovative portfolio through
collaborations and partnerships with global biopharmaceutical companies as well as in-house
discovery and development, targeting large markets and characterized by high unmet medical
need. We believe our product portfolio is one of the most robust and differentiated portfolios
in the biopharmaceutical sector in China with therapeutics that aim to treat serious diseases
such as gynecologic cancer, gastric cancer, brain cancer, lung cancer and multidrug-resistant
bacterial infections. The following table summarizes the global development status of our
portfolio of commercialized products and drug candidates and programs.
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SUMMARY

Our team has successfully advanced each of the programs above on timelines that have
met or exceeded our expectations. For example, it took us less than three years from ZEJULA’s
FDA approval to commercial launch in China. It took us less than three months from obtaining
the exclusive license for Optune to commercial launch in Hong Kong, and an additional 20
months further to commercial launch in China, without the need of a clinical trial. In less than
six years since our founding, we have successfully transformed into a fully-integrated
commercial enterprise. Beyond ZEJULA and Optune, we have submitted two NDAs with
respect to omadacycline and ripretinib, respectively, which are under priority review. See
“Business — Research and Development — Highlights of Our Research Efforts” for detailed
discussion. On September 8, 2020, the NMPA also approved our sNDA for ZEJULA as a
maintenance treatment of adult patients with advanced epithelial ovarian, fallopian tube, or
primary peritoneal cancer who are in a complete or partial response to first-line platinum-based
chemotherapy.

To implement on our commercialization strategy, we have built our own commercial team
to execute the successful launches of ZEJULA and Optune in China, Hong Kong and Macau.
We launched ZEJULA in China in January 2020, and as of August 31, 2020, ZEJULA has been
successfully enrolled into the regional reimbursement program that complements China’s basic
medical insurance scheme in one province and six cities. As of August 31, 2020, ZEJULA has
also been listed in 17 commercial health insurances and 12 supplemental insurances guided by
municipal governments (31 7€ #lF); in addition, since we launched Optune in China in June
2020, Optune has been listed in four supplemental insurances guided by provincial or
municipal governments, as of August 31, 2020, both of which underscores our execution
capability in bringing important therapies to patients.

In addition to our development stage products, we have seen similar success in building
comprehensive in-house research and development capabilities in China and the U.S. We have
assembled an integrated drug discovery and development team with nearly 400 dedicated
personnel who have extensive experience from discovery, translational medicine to late stage
development and have been directly involved in the discovery and development of several
innovative drug candidates. Through these efforts over the past few years, we have advanced
two of our in-house discovery candidates, namely ZL-1102 and ZL-1201, with global
intellectual property into global clinical development and we plan to have multiple innovative
and differentiated assets move into the clinical development over the next few years. We
believe our discovery initiatives along with our collaborations with leading academic
institutions will enable us to achieve our long-term goal of generating a sustainable, internally
discovered product pipeline of new products and drug candidates for patients around the world.

To supplement our discovery, research and development and commercialization efforts,
we have also efficiently established both large and small molecule drug manufacturing
capabilities, capable of supporting clinical and commercial production of our drug candidates.
These facilities would allow us to produce both large and small molecule therapeutics under
global standards, such as current good manufacturing practices, or cGMP. Our small molecule
manufacturing facility supports the commercial production of ZEJULA. The production
capacity of our small molecule manufacturing facility is up to 50 million units per year for both
commercial oral tablets and capsules. During the Track Record Period, less than 10 percent of
the total production capacity of our small molecule manufacturing facility was utilized. Our
large molecule manufacturing facility supports the clinical production of ZL.-1201. The annual
production capacity of our large molecule manufacturing capacity is up to 12 to 18 200L or
1000L clinical batches, respectively. During the Track Record Period, approximately 40% of
the production capacity of our large molecule manufacturing facility was utilized. We intend
to expand our manufacturing capacity in a manner that will provide us with tangible and
intangible benefits, including cost advantages, better control over quality and enhanced
compliance capabilities and better ability to plan logistics for commercialization of drug
candidates.
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We aim to stay at the forefront of innovation in our industry by quickly and efficiently
adopting technologies to further enhance our capabilities across research and development,
manufacturing and commercialization. Together with our unique and strengthening platform
and commitment to global standards, we believe we will contribute significantly to the
improvement of the well-being of the patients globally.

OUR STRENGTHS

We believe the following strengths have contributed to our success and differentiate us

from our competitors:
. Proprietary platform committed to bring innovative therapies to patients

. Highly differentiated and validated portfolio of assets with significant commercial
opportunities

. Established disease area strongholds within oncology driving scale and operational

synergies

. Distinguished world-class leadership team and deep talent pool

. Proven institutionalized execution capabilities and track record of success

. Fully-integrated global biopharmaceutical platform with end-to-end capabilities
OUR STRATEGIES

Since our inception in 2013, our mission has been to leverage our expertise and insight
to address the increasing needs of patients in China and to utilize our China-based
competencies to improve the lives of patients worldwide. To achieve our mission, we intend to

capitalize on our strengths to pursue the following strategies:

. Rapidly ramp up the sales of our commercialized products and establish a strong
commercial presence in Greater China

. Further expand our drug pipeline through our proprietary platform

. Seek expedited approval on our late-stage clinical assets and advance other clinical
or IND stage candidates through development stages

. Enhance our internal research platform and discovery efforts

. Efficiently grow our world-class organization and invest in our capabilities to

support our global aspirations
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OUR PLATFORM

We pursue a strategy that consists of both in-licensing and in-house research
development. We primarily adopt an in-licensing business model for our products and
late-stage drug candidates where we in-license promising biopharmaceutical products via
global collaboration. While we intend to expand our pipeline through both in-licensing and
internal research and discovery efforts, we expect to primarily rely on in-licensing to seek drug
candidates with demonstrated promising data in clinical studies in the short-to-medium term.
As part of the global collaboration with our business partners, we participate in our business
partners’ global clinical studies by joining in the clinical studies in China, with us taking the
operational lead by conducting the screening, enrollment and treatment of patients and
coordinating development, registration and commercialization in the specified territories. We
are generally responsible for financial costs associated with the clinical studies conducted by
us in the territories we have the rights for. We believe that the execution capabilities of our
management team, our scale of operation and unique resources, our commitment to excellence
as well as our accumulated knowledge base and insights into the pharmaceutical industry,
clinical development pathway and regulatory system in China have enabled us to
institutionalize strong execution capabilities across our organization. We, however, have
limited experience in manufacturing and commercializing our products and drug candidates.
See “Risk Factors — We have limited experience manufacturing our products and drug
candidates on a large clinical or commercial scale. We are or will be dependent on third party
manufacturers for the manufacture of certain of our products and drug candidates as well as on
third parties for our supply chain, and if any of these third parties fail to provide us with
sufficient quantities of product or fail to do so at acceptable quality levels or prices, our
business could be harmed.” For details of our products and late stage product candidates,
including our business partners where we in-licensed relevant patents from and our clinical
development plan, please see “Business — Research and Development — Highlights of Our
Research Efforts.”

OUR INNOVATIVENESS

We believe our success is attributable to strong innovations in our broad and validated
pipeline with treatment options as well as our R&D capability in innovative drugs treating
oncology, infectious and autoimmune diseases. Our highly differentiated innovative portfolio
consists of 16 products and drug candidates, including two commercialized products in China,
Hong Kong and Macau and seven assets in pivotal or potentially registration-enabling trials.
In particular, the commercial launch of ZEJULA, one of our Core Products, in Greater China
has demonstrated our commitment to bringing global innovative therapies to patients and
differentiated us from existing players in the market.

ZEJULA is a potentially global best-in-class PARP inhibitor for ovarian cancer based on
its clinical data to date, once-daily dosing and PK properties, and is currently the only PARP
inhibitor to have received a broad approval by FDA to treat all advanced ovarian cancer
patients regardless of biomarker status as a monotherapy in both first-line and recurrent
maintenance treatment settings. ZEJULA was also recommended in the NCCN Clinical
Practice Guidelines in Oncology as monotherapy for first-line maintenance treatment for
women with ovarian cancer. We licensed ZEJULA from Tesaro (now GSK) in September 2016

_6—
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and have since successfully commercialized ZEJULA in Hong Kong, Macau and China. Upon
obtaining the exclusive license to develop and commercialize ZEJULA in Greater China, we
conducted the NORA trial in Chinese patients with platinum-sensitive recurrent ovarian cancer.
The NORA trial was the first fully powered, randomized, controlled (RCT) Phase III trial ever
done in ovarian cancer in China. In December 2019, ZEJULA was approved by the NMPA as
a Category 1 maintenance therapy for adult patients with platinum-sensitive recurrent ovarian
cancer, which made ZEJULA the first and so far only Category 1 PARP inhibitor approved in
China. In 2019, ZEJULA was designated as a “National Science and Technology Major
Project” by the Chinese government as part of a key initiative to strengthen local innovation.
In addition, ZEJULA was recommended as a monotherapy first-line maintenance treatment for
women with platinum-responsive advanced ovarian cancer in the Ovarian Cancer PARP
Inhibitor Clinical Guidelines (B} S EPARPH I I K HE FH57) published by Gynecological
Oncology, Chinese Medical Association (P EERB L FRER L) in May 2020. On
September 8, 2020, the NMPA also approved our sNDA for ZEJULA as a maintenance
treatment of adult patients with advanced epithelial ovarian, fallopian tube, or primary
peritoneal cancer who are in a complete or partial response to first-line platinum-based
chemotherapy.

OVERVIEW OF OUR BUSINESS COLLABORATION

As of the Latest Practicable Date, we had 12 active in-licensed clinical drug candidates
for development in China, Hong Kong, Macau and, in certain instances, Taiwan, Australia,
New Zealand and other countries throughout the Asia Pacific region, through partnerships with
GSK, BMS, Paratek, Five Prime, Entasis, Novocure, MacroGenics, Deciphera, Incyte,
Regeneron and Turning Point. As of the Latest Practicable Date, all of our business partners
are independent from us and our affiliates. We discuss and negotiate each license and/or
collaboration arrangement on a case-by-case basis; therefore, the terms under each
arrangement are customized. However, based on our understanding on the industry, and
according to Frost & Sullivan, we also believe the overall arrangement under our collaboration
agreements is consistent with general industry norms for similar kinds of products. Please see
“Business” for detailed discussion on our products and late-stage clinical drug candidates and
collaboration with our business partners. For the risks associated with the protection of
intellectual property rights under the license and sub-license arrangements, please also refer to
“Risk Factors — We depend on our licensors or patent owners of our in-licensed patent rights
to prosecute and maintain patents and patent applications that are material to our business. Any
failure by our licensors or such patent owners to effectively protect these patent rights could

adversely impact our business and operations.”

Set forth below is a summary of the commercial arrangements between our business
partners and us. For further details, please refer to the section headed “Business — Overview
of Our License and Strategic Collaboration Agreements” in this prospectus.
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GSK

In September 2016, we entered into a collaboration, development and license agreement
with Tesaro (now GSK) to develop, manufacture, use, sell, import and commercialize ZEJULA
in China, Hong Kong and Macau for treatment, diagnosis and prevention of any human
diseases or conditions (other than prostate cancer). Janssen Biotech, Inc. entered a worldwide
collaboration and license agreement with Tesaro (GSK) for exclusive rights to the
investigational compound niraparib (ZEJULA) in prostate cancer in April 2016 before we
entered the license agreement with Tesaro (GSK). We have the right of first negotiation to
obtain a license to develop and commercialize certain follow-on compounds of ZEJULA and
have agreed not to research, develop or commercialize certain competing products. Under this
agreement, we are required to pay milestone payments and tiered royalties on net sales of the
licensed product to GSK. This agreement will remain in effect until the expiration of our
applicable royalty payment obligations. Either party may terminate the agreement for the other
party’s uncured material breach bankruptcy or insolvency or by mutual agreement of the
parties.

Novocure

In September 2018, we entered into a license and collaboration agreement with Novocure
to perform clinical studies, sublicensable to affiliates and third parties, sell, offer for sale and
import Tumor Treating Fields products in China, Hong Kong, Macau and Taiwan. Under this
agreement, we agreed to pay milestone payments and tiered royalties on the net sales of Tumor
Treating Fields products. This agreement will be in effect until the expiration of and payment
by us of all of our applicable royalty payment obligations. Each party may terminate the
agreement upon the material breach of the agreement by the other party. We may terminate the

agreement for convenience upon advance notice.

Deciphera

In June 2019, we entered into a license agreement with Deciphera to obtain the rights to
perform clinical studies, sublicenseable to affiliates, sell, offer for sale and import ripretinib for
the prevention, prophylaxis, treatment, cure or amelioration of any disease or medical
condition in humans in China, Hong Kong, Macau and Taiwan. Under this agreement, we
agreed to pay upfront license fee, milestone payments and tiered royalties on the net sales of
ripretinib. This agreement will be in effect until the expiration of and payment by us of all of
our applicable royalty payment obligations. Each party may terminate the agreement upon the
material breach of a material term of the agreement by the other party. We may terminate the

agreement for convenience upon prior notice.
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Regeneron

In April 2020, we entered into a strategic collaboration with Regeneron, a company
independent from us and our affiliates, for the development and exclusive commercialization
of odronextamab in oncology in mainland China, Hong Kong, Taiwan and Macau, or the
territory. Under this agreement, we agreed to pay upfront fee, milestone payments and royalties
based on a percentage of net sales of odronextamab. This agreement will be in effect, unless
terminated earlier, until we have ceased development and commercialization activities on
odronextamab for six consecutive months.

Turning Point

In July 2020, we entered into an exclusive license agreement with Turning Point to obtain
the rights to develop and commercialize products containing repotrectinib in China, Hong
Kong, Macau and Taiwan. Under this agreement, we agreed to pay Turning Point an upfront
license fee, milestone payments and royalties based on net sales of repotrectinib. This
agreement will be in effect until the expiration of and payment by us of our applicable royalty
payment obligations and certain expiration conditions. Either party may terminate the
agreement for the other party’s uncured material breach of the agreement. We may terminate
the agreement for convenience upon advance notice.

MacroGenics

In November 2018, we entered into a collaboration agreement with MacroGenics to
obtain regional development and commercialization rights to margetuximab, tebotelimab and
an undisclosed multi-specific TRIDENT molecule in pre-clinical development, in China, Hong
Kong, Macau and Taiwan. Under this agreement, we agreed to pay upfront license fee,
milestone payments and royalties based on net sales of margetuximab, tebotelimab and
TRIDENT molecule. This agreement will be in effect until the expiration of and payment by
us of all of our applicable royalty payment obligations. Either party may terminate the
collaboration agreement upon the material breach of the collaboration agreement by the other
party. We may terminate the agreement for convenience upon advance notice.

Incyte

In July 2019, we entered into a collaboration and license agreement with Incyte to obtain
the exclusive rights to perform clinical studies, sublicenseable to affiliates, sell, offer for sale
and import retifanlimab (PD-1) in humans in China, Hong Kong, Macau and Taiwan. Under
this agreement, we agreed to pay upfront license fee, milestone payments and royalties based
on the net sales of retifanlimab (PD-1). This agreement will be in effect until the expiration of
and payment by us of all our applicable royalty payment obligations. Either party may
terminate the collaboration agreement upon the material breach of the collaboration agreement
by the other party. We may terminate the agreement for convenience upon advance notice.
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Five Prime

In December 2017, we entered into a license and collaboration agreement with Five
Prime, a company independent from us and our affiliates, under which we obtained exclusive
rights to develop and commercialize bemarituzumab (FPA144) in China, Hong Kong, Macau
and Taiwan. Under this agreement, we agreed to pay upfront license fee, milestone payments
and royalties based on net sales of bemarituzumab (FPA144). This agreement will be in effect
until the expiration of and payment by us of all of our applicable royalty payment obligations.
Either party may terminate the collaboration agreement upon the material breach of the
collaboration agreement by the other party. We may terminate the agreement for convenience
upon advance notice.

Paratek

In April 2017, we entered into a license and collaboration agreement with Paratek
Bermuda Ltd., a company independent from us and our affiliates, under which we obtained
exclusive rights to develop, manufacture, use, sell, import and commercialize omadacycline
(ZL-2401) in China, Hong Kong, Macau and Taiwan. Under this agreement, we agreed to pay
upfront license fee, milestone payments and royalties based on net sales of omadacycline
(ZL-2401). This agreement will be in effect until the expiration of and payment by us of all of
our applicable royalty payment obligations. Either party may terminate the collaboration
agreement upon the material breach of the collaboration agreement by the other party. We may
terminate the agreement for convenience upon advance notice.

Entasis

In April 2018, we entered into a collaboration and license agreement with Entasis, a
company independent from us and our affiliates, under which we obtained exclusive rights to
develop and commercialize durlobactam with the possibility of developing and
commercializing a combination of such compounds with Imipenem, in China, Hong Kong,
Macau, Taiwan, Korea, Vietnam, Thailand, Cambodia, Laos, Malaysia, Indonesia, the
Philippines, Singapore, Australia, New Zealand and Japan. Under this agreement, we agreed to
pay upfront payment, milestone payments and royalties based on the net sales of durlobactam.
This agreement will be in effect until the expiration of and payment by us of all of our
applicable royalty payment obligations. Either party may terminate the collaboration
agreement upon the material breach of the collaboration agreement by the other party. We may
terminate the agreement for convenience upon advance notice.
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Bristol-Myers Squibb

In March 2015, we entered into a license agreement with Bristol-Myers Squibb under
which we obtained exclusive rights to develop, manufacture, use, sell, import and
commercialize brivanib, in China, Hong Kong and Macau with the exclusive right to expand
our licensed territory to include Taiwan and Korea under certain conditions. Under this
agreement, we agreed to pay Bristol-Myers Squibb milestone payments and royalties based on
the net sales of brivanib. This agreement will be in effect until the expiration of all payment
obligations. Either party may terminate the collaboration agreement upon the material breach
of the collaboration agreement by the other party. We may terminate the agreement for

convenience upon advance notice.

Our Manufacturing

We currently operate two manufacturing facilities in Suzhou, China, which support
clinical and commercialized production of certain of our products and drug candidates,
including ZEJULA, one of our Core Products. We do not manufacture Optune, one of our Core
Products; instead, we source Optune from our licensor, Novocure. In early 2017, we built a
c¢GMP-compliant small molecule facility in Suzhou capable of supporting clinical and
commercialized production. In 2018, we completed construction of a large molecule facility in
Suzhou using GE Healthcare FlexFactory platform technology capable of supporting the
clinical production of our drug candidates. We are investing in the expansion of the
manufacturing site to anticipate the increased sales of our current commercialized products and
the launch of our clinical drug candidates. We believe that possessing manufacturing and
commercialization capabilities presents benefits, which include maintaining better control over
the quality and compliance of our operations with increasingly stringent industry regulations.
As of the Latest Practicable Date, our manufacturing team consisted of 60 employees. For
detailed discussion, please see “Business — Manufacturing.”

Our Commericialization

As we believe the scale and sophistication of our commercial operation are crucial to our
business, we have invested, and will continue to invest, substantial financial and management
resources to build out our commercial infrastructure and to recruit and train sufficient
additional qualified marketing, sales and other personnel in support of the sales of our
commercialized products. We successfully launched ZEJULA in Hong Kong in the fourth
quarter of 2018 and achieved over majority market share in the PARP inhibitor category with
in terms of sales in 2019. Leveraging the valuable marketing experience and strong physician
endorsement we accumulated from the successful commercial launch of ZEJULA, we launched
Optune in Hong Kong in December 2018. As of the Latest Practicable Date, we have
commercialized ZEJULA in Hong Kong, Macau and China, and Optune in Hong Kong and
China. We believe our initial commercial success in Hong Kong allows us to establish our

commercial presence in Greater China.
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As of the Latest Practicable Date, our commercialization team consisted of 401 sales and
marketing staff, covering major medical centers across Greater China. Our commercialization
team has a proven track record and experience from top-selling oncology multinational
pharmaceutical companies including AstraZeneca, Roche, Novartis and BMS in China. In
anticipation of the increased market demand for ZEJULA and Optune in China, and more
late-stage drug candidates becoming available for sale, if approved, we plan to further expand
our sales and marketing force in the next few years to scale up the precedence of our ZEJULA
and Optune in China and ramp up the sales of our commercialized products in the target
markets. For detailed discussion, please see “Business — Sales and Marketing -
Commercialization.”

OUR MAJOR SHAREHOLDERS

QM11 Limited beneficially owned approximately 12.0% of our issued share capital as of
the Latest Practicable Date, and is our single largest shareholder. Immediately following the
completion of the Global Offering, QM11 Limited will continue to be our single largest
shareholder.

As of the Latest Practicable Date, Samantha Du, our founder, Chairwoman and Chief
Executive Officer, beneficially owned approximately 7.8% of our Shares, and our directors and
executive officers beneficially owned approximately 9.6% of our Shares in aggregate.

SUMMARY OF FINANCIAL INFORMATION

The following tables set forth a summary our financial information for the two years
ended December 31, 2018 and 2019 and six months ended June 30, 2020 and should be read
in conjunction with our financial information included in the Accountants’ Report set out in
Appendix I to this prospectus, including the notes thereto. Our consolidated financial
statements are prepared and presented in accordance with US GAAP. The basis of preparation
is set forth in Note 2(a) included in the Accountants’ Report set out in Appendix I to this
prospectus.

— 12 =



SUMMARY

Selected Consolidated Statements of Operations

Year Ended December 31, Six Months Ended June 30,
2018 2019 2019 2020
(Unaudited)

(US dollars in thousands, except share and per share data)

Comprehensive Loss Data:

Revenue. . . .. ..... ... ..... 129 12,985 3,420 19,213
Expenses:
Costofsales . ............ (43) (3,749) (882) (4,980)
Research and development . . . . (120,278) (142,221) (58,928) (102,049)
Selling, general and
administrative . ......... (21,576) (70,211) (29,489) (42,472)
Loss from operations . . ....... (141,768) (203,196) (85,879) (130,288)
Interest income ... ........ 3,261 8,232 3,365 2,882
Interest expense . . . ... ..... (40) (293) (137) (114)
Other income (expense), net . . . 59 938 (307) (691)

Loss before income tax and share

of loss from equity method

investment . ............. (138,488) (194,319) (82,958) (128,211)
Income tax expenses . ........ - - - -
Share of loss from equity method

investment . ............. (587) (752) (316) (406)

Net loss attributable to ordinary

shareholders . ... ......... (139,075) (195,071) (83,274) (128,617)
Weighted-average shares used

in calculating net loss . . . .. .. 52,609,810 64,369,490 60,919,842 73,847,551
Net loss per share, basic and

diluted . . . .............. (2.64) (3.03) (1.37) (1.74)

We started to generate revenue from sales of our commercialized products since 2018. In
2018, our revenue was primarily generated from the sales of ZEJULA in Hong Kong. In 2019,
our revenue was primarily generated from the sales of ZEJULA and Optune in Hong Kong. In
the six months ended June 30, 2020, we generated revenue primarily from the sales of both
ZEJULA and Optune in Hong Kong and China.

We have incurred losses since our inception in 2013. For the years ended December 31,
2018 and 2019 and for the six months ended June 30, 2020, we reported a net loss of US$139.1
million, US$195.1 million and US$128.6 million, respectively. Our net losses mainly resulted
from research and development expenses, selling, general and administrative expenses and cost
of sales. For further information, please see detailed discussion in “Financial Information.”
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Consolidated balance sheets

As of
December 31, December 31, June 30,
2018 2019 2020

Assets
Current assets:

(US dollars

in thousands, except share data)

Cash and cash equivalents . ... ............ 62,952 75,932 258,604
Short-term investments . . ... ............. 200,350 200,000 205,000
Accounts receivable (net of allowance of nil, nil
and $2 as of Dec 31, 2018 and 2019 and June
30, 2020) ... 90 3,791 7,024
Inventories . . .. ... ... ... ... ... 4 6,005 6,569
Prepayments and other current assets . .. ... ... 5,749 6,736 7,684
Total current assets . ... ... ... ............ 269,145 292,464 484,881
Restricted cash, non-current . . . ... ......... — 510 510
Investments in equity investees . . . ... ....... 3,150 2,398 1,991
Prepayments for equipment. . . . ... ......... 276 440 383
Property and equipment, net . . . ... ......... 20,494 21,353 21,017
Operating lease right-of-use assets . . . . ....... — 15,071 13,929
Land use rights . .. .................... — 7,655 7,416
Intangible assets, net. . .. ... ............. 321 1,148 1,216
Long term deposits . . . .. ............ ... . 557 3717 712
Value added tax recoverable . . ... .......... 8,044 13,737 16,159
Total assets . . . ... ..................... 301,987 355,153 548,214
Liabilities and shareholders’ equity
Current liabilities:
Short-term borrowings . . . . . ... .. ... ... ... 3,643 6,450 4,238
Accounts payable . . . ... ... L oL 37,432 22,660 32,392
Current operating lease liabilities. . . . .. ... ... — 4,351 4,175
Other current liabilities . . ... ............. 7,767 13,174 15,750
Total current liabilities . . ... ... .. ... ....... 48,842 46,635 56,555
Deferred income. . . ... ... .. .. .......... 2,064 2,881 15,736
Non-current operating lease liabilities. . . . ... .. — 10,977 10,457
Total liabilities. . . . . .. ... ... ............ 50,906 60,493 82,748
Shareholders’ equity
Ordinary shares (par value of US$0.00006 per
share; 83,333,333 shares authorized, 58,006,967,
68,237,247 and 74,882,338 shares issued and
outstanding as of December 31, 2018,
December 31, 2019 and June 30, 2020,
respectively) . . .. ... oL oo 3 4 4
Additional paid-in capital . . ... ............ 498,043 734,734 1,031,791
Accumulated deficit . . ... ... .. ... ... .... (249,627) (444,698) (573,315)
Accumulated other comprehensive income . . . . . . 2,662 4,620 6,986
Total shareholders’ equity . . . .. ... ......... 251,081 294,660 465,466
Total liabilities and shareholders’ equity . . . . . .. 301,987 355,153 548,214
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We had net cash outflows in operating activities during the Track Record Period. Our
primary uses of cash are to fund the development of both our in-licensed and internally
developed drug candidates, our clinical trials, our payment for the construction of research and
manufacturing facilities and for the purchase of equipment, selling and administrative expenses
and other recurring expenses. Our net cash used in operating activities was US$97.5 million,
US$191.0 million, US$83.2 million and US$92.3 million in 2018 and 2019, and in the six
months ended June 30, 2019 and 2020, respectively, primarily due to the significant research
and development expenses and selling, general and administrative expenses we incurred during
the Track Record Period without generating substantial revenue from sales of our
commercialized products. Our operating cash flow will continue to be affected by our research
and development expenses. During the Track Record Period and up to the Latest Practicable
Date, we primarily funded our working capital requirements from proceeds from our initial
public offering and subsequent follow-on offerings. As our business develops and expands, we
expect to generate cash flow from operations including but not limited to the selling of our
commercial products. We shall continue to advance our late-stage clinical assets into NDA
stage and commercialization which will bring incremental cash flow to fund our operation in
the foreseeable future. Our management also closely monitors uses of cash and cash balances
and strives to maintain a healthy liquidity for our operations. Our Directors are of the opinion
that, taking into account the financial resources available to us, including cash and cash
equivalents, available credit facilities, the estimated net proceeds from the Global Offering and
government grants, we have sufficient working capital to cover at least 125% of our costs,
including research and development costs, business development and marketing expenses, and
administrative and operating costs for at least the next 12 months from the date of this
prospectus.

Our cash burn rate refers to the average monthly (i) net cash used in operating activities,
which includes research and development expenses and (ii) capital expenditures. Assuming an
average cash burn rate going forward of 1.3 times level for the six-month period ended June
30, 2020, we estimate that our cash and cash equivalents and short-term investments (primarily
comprise of the time deposits with original maturities between three months and one year that
were deposited with licensed commercial banks or financial institutions) in total of US$463.6
million as of June 30, 2020 will be able to maintain our financial viability for 23.2 months or,
if we also take into account 10% of the estimated net proceeds from the Listing, 26.9 months.
We will continue to monitor our cash flows from operations closely and expect to raise our next
round of financing, if needed, with a minimum buffer of 12.0 months.
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Selected Consolidated Statements of Cash Flows

Year Ended December 31,

Six Months Ended June 30,

2018 2019 2019 2020
(Unaudited)
(US dollars in thousands)

Operating cash flows before changes in

operating assets and liabilities . . . . . (124,920) (167,728) (71,210) (110,709)
Changes in operating assets and

liabilities . . . ... ............. 27,382 (23,283) (11,974) 18,390
Net cash (used in) operating activities . (97,538) (191,011) (83,184) (92,319)
Net cash (used in) investing activities . (212,554) (14,892) (106,017) (6,521)
Net cash provided by financing

activities . . . .. ... ... 144,147 219,302 217,880 281,500
Effect of foreign exchange rate changes (763) 91 (28) 12
Net (decrease) increases in cash and

cash equivalents . . ............ (166,708) 13,490 28,651 182,672

Key Financial Ratios

The following table sets forth our key financial ratios for the periods indicated:

As of December 31,

As of June 30,

2018 2019 2020
Gross margin® ... ... .. ... .. 66.7% 71.1% 74.1%
Current ratio® . ............ 5.5 6.3 8.6
Gearing ratio® .. ........... 1.5% 2.2% 0.9%

Notes:

(1) Gross margin equals gross profit divided by revenue for the period.

(2)  Current ratio equals current assets divided by current liabilities as of the end of the period.

(3)  Gearing ratio equals total interest-bearing loans divided by total equity as of the end of the period.

Our gross margin increased from 66.7% as of December 31,

2018 to 77.1% as of

December 31, 2019, primarily because we started generating revenue only from the last quarter

of 2018. Gross margin increased further to 74.1% as of June 30, 2020, mainly due to the launch

of ZEJULA in China and the decrease in cost of sales resulting from the local manufacturing.
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Our current ratio increased from 5.5 as of December 31, 2018 to 6.3 as of December 31,
2019, mainly due to (i) the increase in cash and cash equivalents as a result of our public
offering of ADSs in May 2019 and (ii) a higher level of accounts receivable and inventories.
Current ratio increased further to 8.6 as of June 30, 2020, mainly due to the increase of cash
and cash equivalents resulting from the issuance of ADSs in our subsequent follow-on offering
in January 2020.

Our gearing ratio increased from 1.5% as of December 31, 2018 to 2.2% as of December
31, 2019, mainly due to the increase of short-term borrowings from commercial banks and
partially offset by the increase in additional paid-in capital as a result of our public offering
of ADSs in May 2019. Gearing ratio decreased from 2.2% as of December 31, 2019 to 0.9%
as of June 30, 2020, mainly due to the increase in additional paid-in capital as a result of our
follow-on offering of ADSs in January 2020.

GLOBAL OFFER STATISTICS

All statistics in the following table are based on the assumptions that (i) the Global
Offering has been completed and 10,564,050 new Shares are issued pursuant to the Global
Offering; and (ii) 85,446,388 Shares are issued and outstanding following the completion of the
Global Offering.

Based on the indicative
offer price per Offer Share
of HK$648.00 for both
Hong Kong Public
Offering and International

Offering
Market capitalization of our Shares .. ............ HK$55,369.3 million
Unaudited pro forma adjusted net tangible asset value
per Share™® . .. ... ... ... HK$119.51
Notes:

(1)  The calculation of the market capitalization is based on the assumption that 85,446,388 Shares in issue
assuming that the Global Offering had been completed on June 30, 2020 without taking into account any
allotment and issuance of any Shares upon the exercise of the Over-allotment Option, the Shares to be
issued pursuant to the Equity Plans and other compensation programs, including pursuant to the exercise
of options or the vesting of restricted shares or other awards that have been or may be granted from time
to time and any issuance or repurchase of Shares by the Company.

(2)  The unaudited pro forma adjusted consolidated net tangible assets attributable to the equity holders of
our Company per Share in the above table is calculated as at June 30, 2020 after the adjustments referred
to in the section entitled “Appendix II — Unaudited Pro Forma Adjusted Net Tangible Assets” in this
prospectus and on the basis of 85,446,388 Shares in issue assuming that the Global Offering had been
completed on June 30, 2020 without taking into account any allotment and issuance of any Shares upon
the exercise of the Over-allotment Option, the Shares to be issued pursuant to the Share Incentive Plans
and other compensation programs, including pursuant to the exercise of options or the vesting of
restricted shares or other awards that have been or may be granted from time to time and any issuance
or repurchase of Shares by the Company.
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RISK FACTORS

Our operations and the Global Offering involve certain risks and uncertainties, some of
which are beyond our control and may affect your decision to invest in us and/or the value of
your investment. See the section headed “Risk Factors” for details of our risk factors, which
we strongly urge you to read in full before making an investment in our Shares. Some of the

major risks we face include:

. We have incurred significant losses since our inception and anticipate that we will
continue to incur losses in the future and may never achieve or maintain

profitability.

. We will continue to require substantial additional funding for our drug development
programs and for our commercialization efforts for ZEJULA, Optune and other
products for which we may obtain regulatory approval, which may not be available
on acceptable terms, or at all. If we are unable to raise capital on acceptable terms
when needed, we could incur losses or be forced to delay, reduce or terminate such

efforts.

. We have a very limited operating history, which may make it difficult for you to
evaluate the success of our business to date and to assess our future viability.

. Even though we have launched ZEJULA and Optune in China, Hong Kong and
Macau, we may never obtain approval of ZEJULA and Tumor Treating Fields for
other indications or jurisdictions outside of the regulatory approvals we have already
obtained, which would limit our ability to realize their full market potential.

. We are invested in the commercial success of ZEJULA and Optune and our ability
to generate product revenues in the near future is highly dependent on the
commercial success of ZEJULA in China, Hong Kong and Macau and Optune in
China and Hong Kong.

. Many of our drug candidates are still in clinical development. If we are unable to
obtain regulatory approval and ultimately commercialize these drug candidates or
experience significant delays in doing so, our business, financial condition, results
of operations and prospects may be materially adversely harmed.

. Our products and drug candidates are subject to extensive regulation, and we cannot
give any assurance that any of our drug candidates will receive any, or that any of
our products will receive any additional, regulatory approval or be successfully

commercialized.
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. We face substantial competition, which may result in our competitors discovering,
developing or commercializing drugs before or more successfully than we do, or
developing products or therapies that are more advanced or effective than ours,
which may adversely affect our financial condition and our ability to successfully
market or commercialize our products and drug candidates.

. We may incur additional costs or experience delays in completing pre-clinical or
clinical trials, or ultimately be wunable to complete the development and
commercialization of our products and drug candidates. You may lose all or part of
your investment if we are unable to successfully complete clinical development,
obtain regulatory approval and successfully commercialize our products and drug
candidates.

. We depend on our licensors or patent owners of our in-licensed patent rights to
prosecute and maintain patents and patent applications that are material to our
business. Any failure by our licensors or such patent owners to effectively protect
these patent rights could adversely impact our business and operations.

DIVIDEND POLICY

We have never declared or paid regular cash dividends on our Shares. We currently expect
to retain all future earnings for use in the operation and expansion of our business and do not
anticipate paying cash dividends in the foreseeable future. The declaration and payment of any
dividends in the future will be determined by our board of directors, in its discretion, and will
depend on a number of factors, including our earnings, capital requirements, overall financial
condition and contractual restrictions. Our shareholders in a general meeting may approve any
declaration of dividends, which must not exceed the amount recommended by our Board. As
advised by our Cayman counsel, under the Companies Law a Cayman Islands company may
pay a dividend out of either profits or share premium account, provided that in no
circumstances may a dividend be paid if this would result in the company being unable to pay
its debts as they fall due in the ordinary course of business. In light of our accumulated losses
as disclosed in this prospectus, it is unlikely that we will be eligible to pay a dividend out of
our profits in the foreseeable future. We may, however, pay a dividend out of our share
premium account unless the payment of such a dividend would result in our Company being
unable to pay our debts as they fall due in the ordinary course of business. There is no
assurance that dividends of any amount will be declared to be distributed in any year. If we pay
dividends in the future, in order for us to distribute dividends to our shareholders, we will rely

to some extent on any dividends distributed by our PRC subsidiaries.

Any dividend distributions from our PRC subsidiaries to us will be subject to PRC
withholding tax. In addition, regulations in the PRC currently permit payment of dividends of
a PRC company only out of accumulated distributable after-tax profits as determined in
accordance with its articles of association and the accounting standards and regulations in
China. See “Risk Factors — Risks Relating to Doing Business in China” in this prospectus.
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USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately

HK$6,613.8 million after deducting estimated underwriting fees and the estimated offering

expenses payable by us, assuming the Over-allotment Option is not exercised and based upon

an indicative maximum offer price of HK$648.00 per Offer Share.

The International Offer Price in the International Offering may be higher than, or the

same as, the Public Offer Price in the Hong Kong Public Offering. See “Structure of the Global

Offering — Pricing and Allocation.”

We plan to use the net proceeds we will receive from the Global Offering for the

following purposes:

. approximately HK$3,055.6 million, or 46.2%, is expected to be allocated to our

Core Products.

° approximately HK$1,468.3 million, or 22.2% is expected to be allocated to

R&D efforts with respect to our Core Products:

approximately HK$1,058.2 million, or 16.0% is expected to be allocated
to one of our Core Products, ZEJULA, among which approximately
HK$813.5 million or 12.3% is expected to be used to seek indication
expansion and hire high-caliber R&D staff dedicated to the development
of ZEJULA, and approximately HK$244.7 million, or 3.7%, is expected
to be used to develop and improve our manufacturing facilities to bring
ZEJULA, to commercialization, as further described in the “Business”
section of this prospectus; and

approximately HK$410.1 million, or 6.2% is expected to be used to fund
our ongoing and planned clinical trials and preparation for registration
filings of Tumor Treating Fields in multiple solid tumor cancer
indications.

° approximately HK$1,587.3 million, or 24.0%, is expected to enhance our

commercialization capabilities for our Core Products, among which

approximately HK$1,058.2 million, or 16.0%, is expected to be used for
ZEJULA to enhance our commercialization capabilities through
increasing our sales and marketing headcounts, among other efforts, see
“Business — Our Strategies — Efficiently grow our world-class
organization and invest in our capabilities to support our global
aspirations” for detailed discussion on the commercialization plan; and
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. approximately HK$529.1 million, or 8.0%, is expected to be used to
strengthen commercialization efforts for Tumor Treating Fields through
recruiting key talents in relevant indications to drive sales and future
potential product launch;

approximately HK$780.4 million, or 11.8%, is expected to fund our ongoing and
planned clinical trials and preparation for registration filings of other drug

candidates in our pipeline, especially our late-stage drug candidates:

° approximately HK$231.5 million, or 3.5%, is expected to be allocated to
ripretinib;

° approximately HK$324.1 million, or 4.9%, is expected to be allocated to
margetuximab;

° approximately HK$224.9 million, or 3.4%, is expected to be allocated to other
late-stage drug candidates;

approximately HK$1,653.4 million, or 25.0%, is expected to be used to explore new
global licensing and collaboration opportunities and bring in potentially global
best-in-class/first-in-class assets with clinical validation, synergistic with our our
current pipeline and aligned to our expertise, especially around our disease
strongholds within oncology, infectious and autoimmune diseases. During the Track
Record Period, we have entered into six license agreements and/or collaboration
agreements with global biopharmaceutical companies. Please refer to the section
headed “Business — Overview of Our License and Strategic Collaboration
Agreements” in this prospectus for detailed discussion on the material collaboration
agreements we have entered into as of the Latest Practicable Date. We continuously
seek potential global licensing and collaboration opportunities to further expand its
drug pipeline by leveraging our relationship with the existing partners and expertise
in our focused therapeutic areas. We also expect to seek such opportunities through
our well-established industry network and dedicated business development team;

approximately HK$463.0 million, or 7.0%, is expected to be used to continue
investing in and expanding our internal discovery pipeline and recruit and train
high-caliber talent globally, in particular talent with expertise and experience in
R&D, with a goal to enhance our internal research platform and discovery efforts;

. approximately HK$172.0 million, or 2.6%, is expected to be allocated to
ZL-1201 and ZL-1102;

. approximately HK$291.0 million, or 4.4%, is expected to be allocated to other
internal discovered drug candidates; and
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. approximately HK$661.4 million, or 10.0%, is expected to fund working capital and

other general corporate purposes.

To the extent that the net proceeds are not immediately applied to the above purposes and
to the extent permitted by the relevant law and regulations, we plan to use the proceeds which
are not immediately applied for the intended purposes for interest-bearing deposits with
licensed commercial banks or financial institutions.

THE LISTING

Our ADSs have been listed and traded on Nasdaq since September 2017. Dealings in our
ADSs on Nasdaq have been conducted in U.S. dollars. We have applied for a listing of our
Shares on the Main Board under Chapter 19C (Secondary Listings of Qualifying Issuers) and
Chapter 18A (Biotech Companies) of the Listing Rules. Dealings in our Shares on the Hong
Kong Stock Exchange will be conducted in Hong Kong dollars. Our Shares will be traded on
the Hong Kong Stock Exchange in board lots of 50 Shares. For additional information, see
“Information about This Prospectus and the Global Offering.”

WAIVERS AND EXEMPTIONS

As we are applying for listing under Chapter 19C and Chapter 18A of the Listing Rules,
we will not be subject to certain provisions of the Listing Rules, including, among others, rules
on notifiable transactions, connected transactions, share option schemes, content of financial
statements as well as certain other continuing obligations. In addition, in connection with the
Listing, we have applied for a number of waivers and/or exemptions from strict compliance
with the Listing Rules, the Companies (WUMP) Ordinance and the SFO in relation to printed
corporate communications, disclosure requirements relating to the Accountants’ Report,
disclosure of financial results for two financial years in the Accountants’ Report, dealing in
Shares prior to Listing, subscription for Shares by existing shareholders, printed prospectuses,
monthly returns, shareholder protection requirements, disclosure requirements of options,
timing requirement of liquidity disclosure, disclosure requirement of the remuneration of
directors and five individuals whose emoluments were highest, disclosure of interests,
disclosure of offer price, clawback mechanism and publication of the interim report. We have
also applied for a ruling under the Takeovers Codes in relation to whether we are a “public
company” in Hong Kong. For additional information, see “Waivers and Exemptions.”

ARTICLES OF ASSOCIATION

We are an exempted company incorporated in the Cayman Islands with limited liability
and our affairs are governed by our Articles of Association, the Cayman Companies Law, as
well as the common law of the Cayman Islands. The laws of Hong Kong differ in certain
respects from the Cayman Companies Law, and our Articles of Association are specific to us
and include certain provisions that may be different from common practices in Hong Kong. For
example:
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(a)

(b)

Rule 19C.07(1) of the Listing Rules requires that a super-majority vote of the
Qualifying Issuer’s members in general meeting is required to approve changes to
the rights attached to any class of shares of the Qualifying Issuer. However, Article
23 of our Articles of Association provides that the rights attaching to any class or
series of shares (unless otherwise provided by the terms of issue of the shares of that
class or series) may be varied or abrogated with the written consent of the holders
of a majority of the issued shares of that class or series, or with the sanction of a
special resolution passed at a general meeting of the holders of the shares of that
class or series. Accordingly, under our Articles of Association, a super majority vote
of our Company’s members in general meeting is not required to approve changes
to the rights attached to any class of shares of the Company.

Therefore, we have applied for, and the Stock Exchange has granted, a waiver from
strict compliance with Rule 19C.07(1) of the Listing Rules, subject to the conditions
that (i) as of the date of this prospectus, we only have one class of shares and we
will adopt transitional arrangements such that, after the Global Offering and until
the following proposed amendment to our Articles of Association is passed, we will
not seek to vary or abrogate any class right, and any request by shareholders to vary
or abrogate any class right will require the written consent of the holders of
two-thirds of the issued shares of that class or series, or with the sanction of a
special resolution passed at a general meeting of the holders of the shares of that
class or series; (ii) we will convene our next annual general meeting in the second
quarter of 2021 and put forth a resolution at such annual general meeting, to revise
our Articles of Association, so that the rights attaching to any class or series of
shares (unless otherwise provided by the terms of issue of the shares of that class or
series) may be varied or abrogated with the written consent of the holders of
two-thirds of the issued shares of that class or series, or with the sanction of a
special resolution passed at a general meeting of the holders of the shares of that
class or series. In the event that the proposed amendment is not approved by our
shareholders at the next annual general meeting, we will continue to put forth a
resolution for the proposed amendment at each of the following annual general
meetings until such resolution is passed; (iii) we have been advised by our legal
advisers as to Cayman Islands law that there is no legal impediment on the adoption
of the above-mentioned transitional arrangements, and that the adoption of such
transitional arrangements is not in breach of our Articles of Association or any rules

and regulations in the Cayman Islands.

Rule 19C.07(3) of the Listing Rules requires a change to the auditors or their
remuneration to be approved by the shareholders or another body independent of the
board of directors of the issuer; however, our Articles of Association does not
contain an equivalent provision. Therefore, we have applied for, and the Stock
Exchange has granted, a waiver from strict compliance with Rule 19C.07(3) of the
Listing Rules.
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(c)

(d)

Rule 19C.07(4) of the Listing Rules requires that the Qualifying Issuer must hold a
general meeting each year as its annual general meeting and that generally not more
than 15 months should elapse between the date of one annual general meeting of the
Qualifying Issuer and the next, while there is no such requirement to hold annual
general meeting in our Articles of Association.

We have applied for, and the Stock Exchange has granted us, a waiver from strict
compliance with Rule 19C.07(4) of the Listing Rules on the condition that we
undertake to convene the next annual general meeting in the second quarter of 2021
after the Global Offering to amend our Articles of Association in accordance with
the requirement under Rule 19C.07(4) of the Listing Rules such that our Articles of
Association will require our Company to hold an annual general meeting each year
and not more than 15 months should elapse between the date of one annual general
meeting of our Company and the next. Following the Listing, we will continue to
hold our annual general meeting each year. In the event that the proposed
amendment of our Articles of Association as described above is not approved by our
shareholders at the next annual general meeting, we will continue to put forth a
resolution for the proposed amendment at each of the following annual general
meetings until such resolution is passed; and

Rule 19C.07(7) of the Listing Rules requires that members holding a minority
shareholding in an issuer’s total number of issued shares must be able to requisition
an extraordinary general meeting and add resolutions to a meeting agenda. The
minimum stake required to do so must not be higher than 10% of the voting rights,
on a one vote per share basis, in the share capital of the issuer, while the minimum
stake as currently set out in our Articles of Association is not less than one-third of
the share capital of the Company.

We have applied for, and the Stock Exchange has granted us, a waiver from strict
compliance with Rule 19C.07(7) of the Listing Rules on the conditions that (i) we
will undertake to convene the next annual general meeting in the second quarter of
2021 after the Global Offering to amend the Articles of Association in accordance
with the requirement under Rule 19C.07(7) of the Listing Rules, such that (A)
members holding not less than 10% of the total number of issued shares of our
Company shall be able to convene an extraordinary general meeting and add
resolutions to a meeting agenda, and (B) the quorum for holding general meetings
shall be members holding not less than 10% of our Company’s total number of
issued shares. In the event that the proposed amendment is not approved by our
shareholders at the next annual general meeting, we will continue to put forth a
resolution for the proposed amendment at each of the following annual general
meetings until such resolution is passed; and (ii) we will adopt transitional
arrangements to ensure that (A) where after the Global Offering and before the
above-mentioned proposed amendment to our Articles of Association is passed, if
one or more members holding not less than 10% of the total number of issued shares
of our Company raise requisition for an extraordinary general meeting or requests
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to add resolutions to a meeting agenda, such members will be permitted to do so, and
(B) one or more members holding not less than 10% of our Company’s total number
of issued shares will also be able to form a quorum at any general meeting which
is held after the Global Offering and before the above-mentioned proposed
amendment to our Articles of Association is passed. We have been advised by our
legal advisers as to Cayman Islands law that there is no legal impediment on the
adoption of such transitional arrangements, and that the adoption of such
transactional arrangements is not in breach of our Articles of Association or any
rules and regulations in the Cayman Islands.

We will seek irrevocable undertakings from our existing shareholders holding in
aggregate over 50% of the total issued shares of the Company as of the Latest Practicable Date
to vote in favor of the resolutions in relation to compliance with Rules 19C.07(1), 19C.07(4)
and 19C.07(7) as mentioned above and Rule 19C.07(5) as mentioned in the section headed
“Appendix III — General Meetings of Shareholders” and will continue to seek such irrevocable
undertakings until our Articles of Association has been amended accordingly, with a view to
ensuring that there will be adequate votes in favor of such resolutions.

In the event that the proposed amendments to the Articles of Association are not approved
by our shareholders at the next annual general meeting, we will continue to put forth
resolutions for the proposed amendments at each of the following annual general meetings until
such resolutions are passed.

See “Risk Factors — Risks related to our Shares, the ADSs, the Listing and the Global
Offering — Holders of our Shares and/or ADSs may have difficulty enforcing judgments
obtained against us,” “Information about This Prospectus and the Global Offering” and
“Waivers and Exemptions — Shareholder Protection Requirements.”
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DETERMINATION OF OFFER PRICE

We will determine the pricing of the Offer Shares on the Price Determination Date, which
is expected to be on or about September 22, 2020 and, in any event, not later than September
25, 2020, by agreement with the Joint Representatives (for themselves and on behalf of the
Underwriters).

The Public Offer Price will be determined by reference to, among other factors, the
closing price of the ADSs on Nasdaq on the last trading day on or before the Price
Determination Date (which is accessible to the Shareholders and potential investors at
www.nasdaq.com/market-activity/stocks/zlab), and the Public Offer Price will not be more
than HK$648.00 per Offer Share.

We may set the International Offer Price at a level higher than the maximum Public Offer
Price if (a) the Hong Kong dollar equivalent of the closing trading price of the ADSs on Nasdaq
on the last trading day on or before the Price Determination Date (on a per-Class A ordinary
share converted basis) were to exceed the maximum Public Offer Price as stated in this
prospectus and/or (b) we believe that it is in the best interests of our Company as a listed
company to set the International Offer Price at a level higher than the maximum Public Offer
Price based on the level of interest expressed by professional and institutional investors during
the bookbuilding process.

If the International Offer Price is set at or lower than the maximum Public Offer Price,
the Public Offer Price must be set at such price that is equal to the International Offer Price.
Under no circumstance will we set the Public Offer Price above the maximum Public Offer
Price as stated in this prospectus or the International Offer Price.

LISTING EXPENSES

Based on the maximum Offer Price of HK$648.00, the total estimated listing related
expenses payable by us in relation to the Global Offering is approximately US$29.9 million
(assuming the Over-allotment Option is not exercised), representing approximately 3.5% of the
estimate net proceeds from the Listing. We estimate that most of the listing expenses will be
recorded as a deduction in equity directly. These listing expenses mainly comprise professional
fees paid and payable to the Joint Sponsors, the Joint Bookrunners, the Underwriters, legal
advisors and the reporting accountants for their services rendered in relation to the Listing and
the Global Offering.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE
Outbreak of COVID-19

In December 2019 a respiratory illness known as COVID-19 caused by a novel strain of
coronavirus, SARS-CoV-2 emerged. As of the Latest Practicable Date, we believe we have
experienced only minimal disruption to our commercialization of ZEJULA and Optune and our
planned clinical trials since the outbreak. For example, due to business interruptions to
hospitals and treatment centers in China arising in connection with the outbreak of COVID-19,
some patients have experienced difficulties in accessing hospital care and, as a result, our
commercialization team has had fewer opportunities to reach patients who could benefit from

— 26—



SUMMARY

ZEJULA or Optune. In addition, we have experienced delays in the enrollment of patients in
our clinical trials due to the outbreak of COVID-19. Our commercial partners and licensors
also have similarly experienced delays in enrollment of patients to their clinical trials due to
the outbreak of COVID-19 in their respective territories. However, none of our NDA
submission and acceptance or CTA approvals are delayed. In addition, there is no impact on
most of our clinical studies and execution because we either completed enrollment before
COVID-19 outbreak or we were in preparation of study start-up at that time. Further, as of the
Latest Practicable Date, we have not experienced material supply disruptions or backlog due
to the outbreak of COVID-19. We cannot guarantee, however, that the COVID-19 pandemic
will not further escalate or have any material adverse effect on our results of operations. Please
refer to “Risk Factors — We face risks related to health epidemics, including the recent
COVID-19 pandemic, which could have a material adverse effect on our business and results
of operations” for further details.

U.S. = China Trade Deal

In December 2019, the U.S. and China reached a partial trade deal, under which the U.S.
agreed to cancel some new tariffs and reduce rates for other duties in exchange for China to
purchase more U.S. agricultural products and to make changes regarding intellectual property
and technology. In light of the current situations and the peculiarities of the biopharmaceutical
industry, we are of the view that the U.S. — China tension has not had any material impact on
our business operations, including our collaborations with business partners, our clinical trial
designs and execution, patient enrollment, data transfer, and related regulatory approval
process, and prospects. In addition, we have suppliers across the world and do not rely
exclusively on the imports from the suppliers in the U.S. We plan to source domestically
manufactured drug substances if the supply from overseas are not available. We cannot
guarantee, however, that the U.S. — China tension will not escalate which may have a material
adverse effect on our results of operations. Please refer to “Risk Factors — Changes in U.S. and
international trade policies and relations, particularly with regard to China, may adversely
impact our business and operating results.”

No Material Adverse Change

Our Directors confirm, as of the date of this prospectus, that there has been no material
adverse change in our financial or trading position, indebtedness, mortgage, contingent
liabilities, guarantees or prospects of our Group since June 30, 2020, the end of the period
reported on in the Accountants’ Report set out in Appendix I to this prospectus. As of the Latest
Practicable Date, there had not been any material unexpected or adverse changes since the date
we received the relevant regulatory approvals for our Core Products. We believe that as of the
date of the Latest Practicable Date, we had not received any material comments or concerns
raised by the relevant regulatory authorities with respect to our Core Products that we are not
able to address in a timely manner, and we believe we are on track to file for approval related
to our drug candidates as described in “Business — Our Products and Drug Candidate Pipeline.”
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Terms” in this prospectus.

In this prospectus, unless the context otherwise requires, the following expressions
have the following meanings. Certain other terms are defined in “Glossary of Technical

“2015 Equity Plan”

“2017 Equity Plan”

“ADS(S)”

“Articles” or “Articles or
Association”

“associate”

“board” or “board of directors”

“business day”

“BVI”

“Cayman Companies Law”

“CCASS”

the 2015 Equity Incentive Plan adopted by our Company,
a brief summary of which are set out in the section
headed
Information — D. Share Incentive Plans and Other

“Appendix IV - Statutory and General

Compensation Programs — 2015 Equity Plan”

the 2017 Equity Incentive Plan adopted by our Company,
in the principal terms of which are set out in the section
headed “Appendix IV - Statutory
Information — D. Share Incentive Plans and Other

and General

Compensation Programs — 2017 Equity Plan”

American Depositary Shares (each representing one
Share of our Company)

the fourth amended and restated articles of association of
our Company adopted by special resolution of the
shareholders passed on August 30, 2017 and effective on
September 20, 2017, as amended from time to time, a
summary of which is set out in the section headed
“Appendix III — Summary of the Constitution of the
Company and Cayman Companies Law”

has the meaning ascribed to it under the Listing Rules
our board of directors

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

the British Virgin Islands

the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands

the Central Clearing and Settlement System established
and operated by HKSCC
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DEFINITIONS

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS EIPO”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“close associate(s)”

“Companies Ordinance”

a person admitted to participate in CCASS as a direct

clearing participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

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

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

the People’s Republic of China, which for the purpose of
this prospectus and for geographical reference only,
excludes Hong Kong, Macau and Taiwan

has the meaning ascribed to it under the Listing Rules
the Companies Ordinance (Chapter 622 of the Laws of

Hong Kong), as amended, supplemented or otherwise
modified from time to time
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DEFINITIONS

“Companies (WUMP) Ordinance”

LLINT3

“Company,” “our Company,”

“we” or “US”

“core connected person(s)”

“director(s)” or “our director(s)”

“Dr. Du” or “Samantha Du”

“DTC”

“Equity Plans”

“Extreme Conditions”

“FDAN

“foreign private issuer”

“Global Offering”

“Greater China”

“Green Application Form(s)”

99 < LR I3 2

“Group,” “our Group,” “we,

“uS” or “Our”

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

Zai Lab Limited, a company incorporated in the Cayman
Islands with limited liability on March 28, 2013

has the meaning ascribed to it under the Listing Rules

the director(s) of our Company or any one of them

Dr. Ying Du, our founder, Chairwoman and Chief
Executive Officer

The Depository Trust Company, the central book-entry
clearing and settlement system for equity securities in the
United States and the clearance system for our ADSs
2015 Equity Plan and 2017 Equity Plan

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

U.S. Food and Drug Administration

as such term is defined in Rule 3b-4 under the U.S.
Exchange Act

the Hong Kong Public Offering and the International
Offering

China, Hong Kong, Macau and Taiwan
the application form(s) to be completed by the White
Form eIPO Service Provider, Computershare Hong Kong

Investor Services Limited

our Company and its subsidiaries
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DEFINITIONS

“GSKH

“HK$” or “Hong Kong dollars”
or “HK dollars” and
“HK cents”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Stock Exchange” or
“Stock Exchange”

“Hong Kong Underwriters”

GlaxoSmithKline plc, a science-led global healthcare

company that acquired Tesaro in January 2019

Hong Kong dollars and cents respectively, the lawful
currency of Hong Kong

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

771,700 Shares (subject to adjustment as described in the
section headed “Structure of the Global Offering” in this
prospectus) 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, on the terms and subject to
the conditions described in this prospectus, as further
described in the section headed “Structure of the Global
Offering — The Hong Kong Public Offering” in this

prospectus

Computershare Hong Kong Investor Services Limited

The Stock Exchange of Hong Kong Limited

the underwriters of the Hong Kong Public Offering listed

in the section headed “Underwriting — Hong Kong
Underwriters”
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DEFINITIONS

“Hong Kong Underwriting

Agreement”

“independent director(s)”

“independent third party(ies)

“International Offer Price”

“International Offer Shares”

“International Offering”

“International Underwriters”

t2]

the Hong Kong underwriting agreement dated September
16, 2020 relating to the Hong Kong Public Offering
entered into among our Company, J.P. Morgan Securities
(Far East) Limited, J.P. Morgan Securities (Asia Pacific)
Limited, Goldman Sachs (Asia) L.L.C., Citigroup Global
Markets Asia Limited and the Hong Kong Underwriters,
as further described in the section headed “Underwriting
— Underwriting Arrangements and Expenses — Hong
Kong Public Offering — Hong Kong Underwriting

Agreement” in this prospectus

our directors who are “independent” under applicable
U.S. regulations and considered “independent non-
executive directors” for the purpose of Rule 3.10 of the
Listing Rules

party or parties which, to our best knowledge, is/are not
connected persons (as defined in the Listing Rules) or
any of their respective associates

the final offer price per International Offer Share in Hong
Kong dollars (exclusive of brokerage of 1%, SFC
transaction levy of 0.0027% and Hong Kong Stock
Exchange trading fee of 0.005%)

the 9,792,350 Shares (subject to adjustment and the
exercise of the Over-allotment Option as described in the
section headed “Structure of the Global Offering” in this
prospectus), which are the subject of the International
Offering

the offer of the International Offer Shares at the
International Offer Price pursuant to the shelf registration
statement on Form F-3ASR that was filed with the SEC
and became effective on March 29, 2020, and the
preliminary prospectus supplement filed with the SEC on
September 16, 2020 and the final prospectus supplement
to be filed with the SEC on or about September 22, 2020

the underwriters of the International Offering
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DEFINITIONS

“International Underwriting

Agreement”

“Joint Bookrunners”

“Joint Global Coordinators’

“Joint Lead Managers”

“Joint Policy Statement”

’

the international underwriting agreement relating to the
International Offering to be entered into among our
Company, the Joint Representatives (for themselves and
on behalf of the International Underwriters) and the Joint
Sponsors on or about September 22, 2020, as further
described in the section headed “Underwriting” in this

prospectus

J.P. Morgan Securities (Asia Pacific) Limited (in relation
to the Hong Kong Public Offering), J.P. Morgan
Securities plc and J.P. Morgan Securities LLC (in relation
to the International Offering), Goldman Sachs (Asia)
L.L.C., Citigroup Global Markets Asia Limited (in
relation to the Hong Kong Public Offering), Citigroup
Global Markets Limited (in relation to the International
Offering), Jefferies Hong Kong Limited, Merrill Lynch
(Asia Pacific) Limited, Credit Suisse (Hong Kong)
Limited, China International Capital Corporation Hong
Kong Securities Limited and Haitong International
Securities Company Limited

J.P. Morgan Securities (Asia Pacific) Limited, Goldman
Sachs (Asia) L.L.C., Citigroup Global Markets Asia
Limited and Jefferies Hong Kong Limited

J.P. Morgan Securities (Asia Pacific) Limited (in relation
to Hong Kong Public Offer), J.P. Morgan Securities plc
and J.P. Morgan Securities LLC (in relation to
International Offering), Goldman Sachs (Asia) L.L.C.,
Citigroup Global Markets Asia Limited (in relation to the
Hong Kong Public Offering), Citigroup Global Markets
Limited (in relation to the International Offering) ,
Jefferies Hong Kong Limited, Merrill Lynch (Asia
Pacific) Limited, Credit Suisse (Hong Kong) Limited,
China International Capital Corporation Hong Kong
Securities Limited and Haitong International Securities
Company Limited

the Joint Policy Statement Regarding the Listing of

Overseas Companies jointly issued by the Hong Kong
Stock Exchange and the SFC on September 27, 2013
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DEFINITIONS

“Joint Representatives”

“Joint Sponsors”

“Latest Practicable Date”

“Listing”

“Listing Date”

“Listing Rules”

“Main Board”

“Memorandum’” or
“Memorandum of Association”

“MOFCOM”

“Nasdaq”

“Nasdaq rules”

J.P. Morgan Securities (Asia Pacific) Limited, Goldman
Sachs (Asia) L.L.C. and Citigroup Global Markets Asia
Limited

J.P. Morgan Securities (Far East) Limited, Goldman
Sachs (Asia) L.L.C. and Citigroup Global Markets Asia
Limited

September 7, 2020, being the latest practicable date prior
to the printing of this prospectus for the purpose of
information contained in this

ascertaining certain

prospectus

the listing of the Shares on the Main Board of the Stock
Exchange pursuant to Chapter 19C and 18A of the Listing
Rules

the date expected to be on or about September 28, 2020
on which the Shares are listed and from which dealings
therein are permitted to take place on the Stock Exchange

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (as amended or
supplemented from time to time)

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

the memorandum of association of our Company as
amended from time to time

the Ministry of Commerce of the PRC ("3 A [RILFN[EH
EREED)

Nasdaq Global Market

The Nasdaq Stock Market LLC Rules, or the rules
applicable to issuers listed on the Nasdaq, and as
amended from time to time
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DEFINITIONS

“NCCN Guidelines”

“NMPAN

“Offer Share(s)”

“Over-allotment Option”

“Price Determination Agreement

“Price Determination Date”

“prospectus”

“Public Offer Price”

“Qualifying Issuer”

2

The NCCN Clinical Practice Guidelines in Oncology, a
comprehensive set of guidelines detailing the sequential
management decisions and interventions on cancer
treatment compiled by The National Comprehensive
Cancer Network

National Medical Products Administration (525 5, &
B M), the successor of the China Food and Drug
Administration (B & 25 BB E AR of the
PRC, or the CFDA, the State Food and Drug
Administration (% £ 5 8% i B B 31R)), or the SFDA
and the State Drug Administration ([2%¢3E 5) Ba & & 1
Ja1), or SDA

the Hong Kong Offer Shares and the International Offer
Shares, where relevant, with any Shares being issued
pursuant to the exercise of the Over-allotment Option

the option to be granted by our Company to the Joint
Representatives (on behalf of the International
Underwriters) under the International Underwriting
Agreement pursuant to which our Company may be
required by the Joint Representatives to allot and issue up
to 1,584,600  additional = Shares, representing
approximately 15% of the Offer Shares initially available
under the Global Offering, at the International Offer
Price to cover over-allocations in the International
Offering, details of which are described in the section
headed “Structure of the Global Offering” in this
prospectus

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

the date on which the International Offer Price and Public
Offering Price will be fixed

this prospectus being issued in connection with the Hong
Kong Public Offering

the final offer price per Hong Kong Offer Share in Hong
Kong dollars (exclusive of brokerage of 1%, SFC
transaction levy of 0.0027% and Hong Kong Stock
Exchange trading fee of 0.005%)

has the meaning given to it under Chapter 19C of the
Listing Rules
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DEFINITIONS

“Regulation S”

“Relevant Persons”

“SEC”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”

“Significant Subsidiaries”

“Stabilization Manager”

t3]

“Stock Borrowing Agreement

“subsidiary(ies)”

“substantial shareholder(s)”

“Takeovers Code”

“Tesaro”

Regulation S under the U.S. Securities Act

the Joint Sponsors, the Joint Representatives, the Joint
Global Coordinators, Underwriters, any of their or the
Company’s respective directors, officers, employees,
partners, agents, advisers and any other parties involved
in the Global Offering

the U.S. Securities and Exchange Commission
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

ordinary share(s) of par value US$0.00006 per share, in
the capital of the Company

holder(s) of Shares and, where the context requires,
ADSs

our subsidiaries as identified in “History and Corporate
Structure — Significant Subsidiaries”

Goldman Sachs (Asia) L.L.C.

the stock borrowing agreement expected to be entered
into on or around the Price Determination Date between
the Stabilization Manager and QM11 Limited pursuant to
which the Stabilization Manager may borrow up to
1,584,600 Shares from QM11 Limited to facilitate the
settlement of over-allocations

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules
the Hong Kong Code on Takeovers and Mergers

acquired by GSK in January 2019, Tesaro was a fully-
integrated Boston based oncology-focused biopharmaceutical
company with operations in North America and Europe;
we obtained an exclusive license from Tesaro for the
development and commercialization of ZEJULA in
China, Hong Kong and Macau in 2016
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DEFINITIONS

“Track Record Period”

“US$” or “U.S. dollars”

“U.S. Exchange Act”

“U.S. Securities Act”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“US GAAP,” “U.S. GAAP” or

“GAAP”

“White Form eIPO”

“White Form eIPO Service
Provider”

“Zai Lab HK”

“Zai Lab Suzhou”

“Zai Lab Shanghai”

the periods comprising the two years ended December 31,
2018 and 2019 and the six months ended June 30, 2020

United States dollars, the lawful currency of the United
States

the United States Securities Exchange Act of 1934, as
amended, and the rules and regulations promulgated
thereunder

the United States Securities Act of 1933 (as amended)

the International Underwriters and the Hong Kong
Underwriters

the International Underwriting Agreement and the Hong
Kong Underwriting Agreement

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

United States generally accepted accounting principles

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 the White Form
eIPO Service Provider, www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

Zai Lab (Hong Kong) Limited (T &h%8E(F#) A R
Fl), a company incorporated under the laws of Hong
Kong on September 18, 2017 and an indirectly wholly
owned subsidiary of our Company

Zai Lab (Suzhou) Co., Ltd.* (P 5B 8E(#RIN) A BRA D),
a company incorporated under the laws of PRC on
October 20, 2015 and an indirectly wholly owned
subsidiary of our Company

Zai Lab (Shanghai) Co., Ltd.* (F554B82E( Eig) AR
F]), a company incorporated under the laws of PRC on
January 6, 2014 and an indirectly wholly owned
subsidiary of our Company
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DEFINITIONS

“%” percent

In this prospectus:

. Unless otherwise expressly stated or the context otherwise requires, all data in this

prospectus is as of the date of this prospectus.

. Unless otherwise specified, all references to any shareholdings in our Company

assume that the Over-allotment Option has not been exercised.

The English names of the PRC entities, PRC laws or regulations, and the PRC
governmental authorities referred to in this prospectus are translations from their
Chinese names and are for identification purposes only. If there is any inconsistency,
the Chinese names shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain terms used in this prospectus in
connection with our business. These terms and their definitions may not correspond to
industry standard definitions or usage, and may not be directly comparable to similarly
titled terms adopted by other companies operating in the same industries as our
Company.

“AEs” adverse events, any untoward medical occurrences in a
patient or clinical investigation subject administered a
drug or other pharmaceutical product during clinical
trials and which do not necessarily have a causal
relationship with the treatment

“All-comer” in the context of cancer treatment, refers to a treatment
which can be used for all patients, regardless of a
particular biomarker status

“ALT” alanine aminotransferase

“API” Active Pharmaceutical Ingredient, a substance used in a
finished pharmaceutical product, which is intended to
furnish pharmacological activity or to otherwise have
direct effect in the diagnosis, cure, mitigation, treatment
or prevention of disease, or to have direct effect in
restoring, correcting or modifying physiological
functions in human beings

“assay” an analysis done to determine (1) the presence of a
substance and the amount of that substance and (2) the
biological or pharmacological potency of a drug

“AST” aspartate aminotransferase

“astrocytes” star-shaped glial cells in the brian and spinal cord that
that have a number of functions, including support of the
blood-brain barrier, provision of nutrients to neurons,
repair to nervous tissue following injury, and facilitation
of neurotransmission

s

“astrocytoma’ a glioma that develops from star-shaped glial cells

(astrocytes) that support nerve cells

“AUC” area under curve, a parameter of systemic exposure
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GLOSSARY OF TECHNICAL TERMS

“B-cell” a type of white blood cell that differs from other
lymphocytes like T-cells by the presence of the BCR on
the B-cell’s outer surface. Also known as B-lymphocytes

“basket trial” a type of clinical trial that tests how well a new drug or
other substance works in patients who have different
types of cancer that all have the same mutation or
biomarker

“Bemarituzumab” also known as FPA144, internal identification number
ZL-1303, a humanized monoclonal antibody (IgGl
isotype) specific to the human fibroblast growth factor
receptor 2b, or FGFR2b, in clinical development as a
targeted therapy for tumors that overexpress FGFR2b,

including gastric and gastroesophageal cancer

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

“BRAF” a human gene that makes the B-raf protein involved in
sending internal cell signals that direct cell growth

“BRCA” breast cancer susceptibility gene, of which there are two
(BRCA1 and BRCA2). BRCA nproteins are key
components of homologous recombination DNA repair
pathway. BRCA deleterious mutations are associated with
breast and ovarian cancers

’

“bridging study a supplemental trial or study performed in the new region
to provide pharmacodynamic or clinical data on efficacy,
safety, dosage, and dose regimen in the new region that
will allow extrapolation of the foreign clinical data to the

new region

“Brivanib” internal identification number 7Z1.-2301, an
investigational, oral, anti-tumorigenic that inhibits
vascular endothelial growth factor receptor (VEGFR) and
fibroblast growth factor receptors (FGFR)

“carcinoma” a cancer that begins in the lining layer (epithelial cells) of

organs

—40 -



GLOSSARY OF TECHNICAL TERMS

“CD20”

“CD47”

“chemotherapy”

“cholangiocarcinoma”

“CHOP”

“Class III Hospitals”

“Cmax”

“CMO(S)”

“cohort”

“complete response (CR)”

B-lymphocyte antigen CD20, a B-cell specific cell-
surface molecule that is encoded by the MS4A1 gene

a broadly expressed protein that costimulates T cells,
facilitates leukocyte migration, and inhibits macrophage
scavenger function

a category of cancer treatment that uses one or more
anti-cancer chemotherapeutic agents as part of its

standardized regimen

bile duct cancer, a type of cancer that forms in the bile
ducts

cyclophosphamide, doxorubicin hydrochloride
(hydroxydaunomycin), vincristine sulfate (oncovin) and
prednisone

the largest regional hospitals with the highest standard in
China designated as Class III hospitals by the National
Health Commission hospital classification system,
typically having more than 500 beds in operation,
providing high-quality professional healthcare services
covering a wide geographic area and undertaking higher
academic and scientific research initiatives

maximum concentration, a parameter of systemic

exposure

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

a group of patients as part of a clinical study who share
a common characteristic or experience within a defined

period and who are monitored over time

the disappearance of all signs of cancer in response to
treatment
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GLOSSARY OF TECHNICAL TERMS

“CRO(S)”

“CT”

“CTCAE”

)

“cytokine’

“DART”

“DLBCL”

“DLT”

“DNA”

“DOR”

“Durlobactam”

“EMA”

“Fc region”

contract research organization, a company that provides
support to the pharmaceutical, biotechnology, and
medical device industries in the form of research services
outsourced on a contract basis

computerized tomography

the Common Terminology Criteria for Adverse Events, a
set of criteria for the standardized classification of

adverse effects of drugs used in cancer therapy

a broad and loose category of small proteins that are
important in cell signalling. Their release has an effect on
the behaviour of cells around them

dual affinity re-targeting, a diabody-like entity that have
the variable heavy chain domain of the first variable
region linked to the variable light chain domain of the
second binder, and the variable heavy chain domain of
the second variable region linked to the variable light
chain domain of the first

diffuse large B-cell lymphoma

dose-limiting toxicity

deoxyribonucleic acid

duration of response, the length of time that a tumor
continues to respond to treatment without the cancer

growing or spreading

internal identification number ZL.-2402, a novel beta-
lactamase inhibitor

European Medicines Agency
the tail region of an antibody that interacts with cell
surface receptors called Fc receptors and some proteins

of the complement system. This property allows
antibodies to activate the immune system
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GLOSSARY OF TECHNICAL TERMS

“first-in-human”

“first-line”

“First-Patient-In”

“FISH”

“FL”

“Front-line”

“GC”

“GEJ”

“GGT”

“GIST”

“Hanhui”

a key step in medicines development, where a medicine
already tested in vitro, in animals or in other pre-clinical
studies is administered to people for the first time

with respect to any disease, the first line therapy, which
is the treatment regimen or regimens that are generally
accepted by the medical establishment for initial
treatment of a given type and stage of cancer

the date and time the first subject meeting the trial’s
inclusion or exclusion criteria is enrolled and randomized

into a study

fluorescence in situ hybridization, an in situ
hybridization procedures use fluorescent probes to detect
DNA sequences

follicular lymphoma

in the context of cancer treatment, front-line setting or
front-line treatment generally refers to the treatment
regimen or regimens that are generally accepted by the
medical establishment for initial treatment of a given
type of cancers, which are not defined by lines of

treatment
gastric cancer

gastroesophageal junction, where the esophagus joins the

stomach

gamma-glutamyl transferase

gastrointestinal stromal tumor

Huizheng (Shanghai) Pharmaceutical Technology Co.,
Lud.  (EIE(CE#)BEERBCARAR),  a  local

pharmaceutical company in China with a strong

commercial presence in antibiotics
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GLOSSARY OF TECHNICAL TERMS

“HER2” human epidermal growth factor receptor 2, also known as
receptor tyrosine-protein kinase erbB-2. HER2 is a
member of the human epidermal growth factor receptor
(HER/EGFR/ERBB) family. Amplification or
overexpression of this oncogene is associated with
certain aggressive types of breast cancer

“HercepTest” a semi-quantitative immunohistochemical assay to
determine HER?2 protein overexpression in breast cancer
tissues routinely processed for histological evaluation
and formalin-fixed, paraffin-embedded cancer tissue
from patients with adenocarcinoma of the stomach,
including the gastroesophageal junction

“IgG1” one type of the most common class of antibody,
Immunoglobulin G, which includes IgG1, IgG2, IgG3
and IgG4

“IL-17” a key cytokine that links T cell activation to neutrophil

mobilization and activation

“immuno-oncology” a type of immunotherapy that is specifically targeted to
fight cancer

“immunoglobulin” glycoprotein molecules produced by plasma cells (white
blood cells), which are also known as antibodies. They
act as a critical part of the immune response by
specifically recognizing and binding to particular
antigens, such as bacteria or viruses, and aiding in their

destruction
“immunotherapy” use of the immune system to treat disease
“kinase” a type of enzyme that catalyzes the transfer of phosphate

groups from high-energy, phosphate-donating molecules
to specific substrates. The protein kinases make up the
majority of all kinases. Protein kinases act on proteins,
phosphorylating them on their serine, threonine, tyrosine,
or histidine residues. These kinases play a major role in
protein and enzyme regulation as well as signaling in the
cell
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GLOSSARY OF TECHNICAL TERMS

“KIT”

“late-line”

“Level 1 evidence”

“Level 2 evidence”

bl

“Level 1 recommendation’

>

“Level 2 recommendation’

’

“Level 3 recommendation’

“lymphocytes”

“Margetuximab”

a tyrosine receptor kinase that is normally expressed in
hematopoietic stem cells, MCs, melanocytes, and the
interstitial cells of Cajal in the digestive tract

for this Prospectus only, in the context of ZEJULA
registrational bridging trial for late-line ovarian cancer
treatment, treatment beyond second or further lines of
therapy

based on data from well-structured and rigorously
controlled meta-analysis, and/or large-scale, randomized
controlled clinical trials, and experts’ consensus reached
with support level over 60%

based on data from meta-analysis, small-scale,
randomized controlled trials, well-designed large-scale
retrospective studies, and/or case-control studies, and

experts’ consensus reached with support level over 60%

therapies have good accessibility (including clearly
specified indication); clinical value of tumor treatment is
relatively stable; basically, the drugs involved are
included in the NRDL

supported by the high-level clinical evidence from
international or domestic randomized controlled clinical
trials, but the therapies have low cost-potency ratio and
accessibility; some therapies with expensive pricing may
be recommended as Level 2 considering the significant
clinical benefit of the oncology treatment as well

therapies which are under exploratory study and lack
corroborative clinical evidence while experts reached
consensus can be recommended as Level 3

a sub-type of white blood cells, such as T cells, B-cells
and NK cells

internal identification number ZL-1302, an immune-

optimized anti-HER?2 monoclonal antibody developed by
MacroGenics
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“Marketing Authorization
Application” or “MAA”

“MCL”

“MOA”

“metastatic”

“MNC”

“monotherapy”

“MSI-high”

“MTD”

“MZL”

“NDA”

“NHL”

“NSCLC”

“Odronextamab”

“Omadacycline”

an application made to the regulatory authorities in a
given jurisdiction for approval to market a device within
such jurisdiction

mantle cell lymphoma

mechanism of action, the specific biochemical interaction
through which a drug substance produces its
pharmacological effect

in reference to any disease, including cancer, disease
producing organisms or of malignant or cancerous cells
transferred to other parts of the body by way of the blood
or lymphatic vessels or membranous surfaces

multinational corporation

therapy that uses a single drug to treat a disease or
condition

microsatellite instability high

maximum tolerated dose, the highest dose of a drug or
treatment that does not cause unacceptable side effects

marginal zone lymphoma

new drug application

non-Hodgkin’s lymphoma

non-small cell lung cancer

formerly known as REGN1979, an investigational
bispecific monoclonal antibody that is designed to trigger
tumor killing by linking and activating a cytotoxic T-cell
(binding to CD3) to a lymphoma cell (binding to CD20)
internal identification number ZI.-2401, a broad-

spectrum antibiotic in a new class of tetracycline
derivatives, known as aminomethylcyclines
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“only-in-class”

“Optune”

“Optune Lua™"

“ORR”

“OS”

“PARP”

“PCT”

“PCV”

“PD_ 1 ’

for this Prospectus only, in the context of describing
Optune, a category of drugs with unique mechanism of
actions that is distinct from other therapies for treating
the same medical condition

internal identification number ZL-8301, a portable
battery or power supply operated device which act by
delivering low intensity (1-3 V/cm), intermediate
frequency (100-300 kHz), alternating Tumor Treating
Fields to a patient’s shaved head by means of electrically
insulated surface transducer arrays; Optune is the
complete delivery system that delivers Tumor Treating
Fields for the treatment of GBM. It is a noninvasive,

antimitotic cancer treatment

formerly known as NovoTTF-100L, Tumor Treating
Fields delivery system for the treatment of malignant
pleural mesothelioma (MPM). It is a noninvasive
antimitotic cancer treatment

the overall response rate

overall survival

poly ADP ribose polymerase, a family of proteins
involved in numerous cellular processes, mostly
involving DNA replication and transcriptional regulation,
which plays an essential role in cell survival in response
to DNA damage

Patent Cooperation Treaty

Procarbazine, CCNU and Vincristine, a chemotherapy
regimen

programmed cell death protein 1, an immune checkpoint
receptor expressed on T-cells and pro-B-cells that binds
two ligands, PD-L1 and PD-L2. PD-1 is a cell surface
receptor that plays an important role in down-regulating
the immune system by preventing the activation of
T-cells
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“PD_L 1 2

“PDGFRa”

“pharmacodynamics” or “PD”

“pharmacokinetics” or “PK”

“Phase Ib study”

“pilot trial”

“pivotal trial”

“PR”

programmed death-ligand 1, a protein in humans encoded
by the CD274 gene. PD-L1 binds the PD-1 receptor and
sends an inhibitory signal inside the T-cell, stopping it
from making more poisonous proteins and killing the
cells that send the signal via PD-L1 and in the
neighborhood

PDGEF receptor, cell surface tyrosine kinase receptors for
members of the PDGF family

the study of how a drug affects an organism, which,
together with pharmacokinetics, influences dosing,
benefit, and adverse effects of the drug

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

adverse effects of the drug

Phase Ib is the study that tests the safety, side effects, and
best dose of a new treatment. It is conducted in target
patient popular with selected dose levels. Phase Ib study
also investigates how well a certain type of disease
responds to a treatment. In the phase Ila part of the study,
patients usually receive multiple dose levels and often
include the highest dose of treatment that did not cause
harmful side effects in the phase Ia part of the study.
Positive results will be further confirmed in a Phase IIb
or Phase III study

a small study conducted to help design and assess the
feasibility of doing a larger, full-scale trial; a pilot trial
also investigates whether the methods and procedures are
able to obtain the data that is needed to answer the
question that will be addressed in the larger study

the final controlled trial or study to demonstrate clinical
efficacy and safety evidence required before submission

for drug marketing approval

partial response
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“pre-clinical studies”

“progression-free survival” or
“PFS 2

“proof of concept”

“registrational trial”

“Relapsed/refractory (R/R)”

“Repotrectinib”

“Retifanlimab”

“R-CHOP”

“Ripretinib”

pre-clinical studies testing a drug on non-human subjects,
to gather efficacy, toxicity, pharmacokinetic and safety
information and to decide whether the drug is ready for
clinical trials

the length of time during and after the treatment of a
disease, such as cancer, that a patient lives without the
disease getting worse

a demonstration, the purpose of which is to verify that
certain concepts or theories have the potential for real-
world application; proof of concept is therefore a
prototype that is designed to determine feasibility, but
does not represent deliverables; proof of concept is not a
regulatory  status, but a term-of-art in the
biopharmaceutical industry that often links between
Phase I and Phase II trials

large confirmatory studies meant to establish an
acceptable benefit/safety profile in order to gain
regulatory approval for a precisely defined indication

relapsed means patients initially respond to treatment but
then cancer returns after a period of remission; refractory
means cancer/tumor did not respond to treatment

an investigational next-generation TKI designed to
effectively target ROS1 and TRK A/B/C with potential to
treat TKI-naive or -pretreated patients

formerly known as INCMGAOO12, internal identification
number ZL-1306, an investigational monoclonal antibody
that inhibits PD-1

rituximab, cyclophosphamide, doxorubicin hydrochloride
(hydroxydaunomycin), vincristine sulfate (oncovin) and

prednisone

internal identification number Z1.-2307, an
investigational KIT and PDGFRa kinase switch control
inhibitor in clinical development for the treatment of KIT
and/or PDGFRa-driven cancers, including GIST,
systemic mastocytosis, or SM, and other cancers
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“SAE”

“second-line”

“SNDA”

“solid tumors”

“stable disease (SD)”

“standard of care”

“ Sulbactam-Durlobactam” or
“SUL-DUR”

“T‘/z”

“T-cell”

“TCR”

serious AE, any medical occurrence in human drug trials
that at any dose: results in death; is life-threatening;
requires inpatient hospitalization or causes prolongation
of existing hospitalization; results in persistent or
significant disability/incapacity; may have caused a
congenital anomaly/birth defect, or requires intervention

to prevent permanent impairment or damage

therapies that are tried when the first-line treatments do

not work adequately or stop working

supplemental new drug application, a supplement based
on a new drug application filed and approved by the
relevant government authorities with respect to an

existing or approved drug

an abnormal mass of tissue that usually does not contain

cysts or liquid areas

cancer that is neither decreasing nor increasing in extent
or severity

treatment that is accepted by medical experts as a proper
treatment for a certain type of disease and that is widely
used by healthcare professionals

a novel beta-lactamase inhibitor for the treatment of
carbapenem-resistant Acinetobacter baumannii infections

including penem-resistant A

terminal half-life, the time required for the concentration
to fall to 50% of its peak value

T-cell immunoglobulin and mucin-domain containing-3,
a Thl-specific cell surface protein that functions as an
immune checkpoint, regulating macrophage activation
and enhancing the severity of experimental autoimmune
encephalomyelitis in mice

T-cell receptor
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“Tebotelimab”

“toxicity”

“TRAE”

“treatment emergent adverse
events” or “TEAE”

“Tumor Treating Fields”

“TMZ”

“ZEJULA”

formerly known as MGDO013, internal identification
number ZL-1301, a bispecific monoclonal antibody
designed to block the interaction of PD-1 or LAG-3 with
their respective ligands, thereby contributing to sustain or
restore the function of exhausted T-cells

the degree to which a substance or a mixture of
substances can harm humans or animals

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

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

a proprietary platform technology that uses electric fields
tuned to specific frequencies to disrupt cell division,
inhibiting tumor growth and potentially causing cancer
cell death; Tumor Treating Fields is approved in certain
countries for the treatment of adults with GBM (Optune)
and in the U.S. for MPM (Optune Lua™)

temozolomide, an oral alkylating agent for the treatment
of newly diagnosed glioblastoma multiforme and
refractory anaplastic astrocytoma

also known as niraparib, internal identification number

7Z1.-2306, a small molecule poly (ADP-ribose) PARP 1/2
inhibitor
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that relate to our current
expectations and views of future events. These forward-looking statements are contained
principally in the sections entitled “Summary,” “Risk Factors,” “Use of Proceeds,” “Financial
Information,” “Industry Overview” and “Business.” These statements relate to events that
involve known and unknown risks, uncertainties and other factors, including those listed under
“Risk Factors,” which may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied
by the forward-looking statements.

In some cases, these forward-looking statements can be identified by words or phrases

99 < 99 G2 ER RT3 LRI

such as “may,” “will,” “expect,” “anticipate,” “aim,” “estimate,” “intend,” “plan,” “believe,”

99 e

“potential,” “continue,” “is/are likely to” or other similar expressions. These forward-looking
statements include, among other things, statements relating to:

. our ability to successfully commercialize ZEJULA, Optune and any other products
and drug candidates that we may obtain regulatory approval for;

. the initiation, timing, progress and results of our pre-clinical studies and clinical
trials, and our research and development programs;

. the timing or likelihood of regulatory filings and approvals;

. our ability to continue to develop our commercialization team and our sales and
marketing capabilities;

. our ability to contract on commercially reasonable terms with contract research
organizations, or CROs, third-party suppliers and manufacturers;

. the pricing and reimbursement of our drug candidates, if approved;

. our ability to contract on commercially reasonable terms with CROs;

. the disruption of our business relationships with our licensors;

. our ability to operate our business without breaching our licenses or other
intellectual property-related agreements;

. cost associated with defending against intellectual property infringement, product
liability and other claims;

. regulatory developments in China, the United States and other jurisdictions;

. the ability to obtain additional funding for our operations;

. the rate and degree of market acceptance of our products and drug candidates;
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. developments relating to our competitors and our industry;

. our ability to effectively manage our growth; and

. our ability to retain key executives and to attract, retain and motivate personnel.

These forward-looking statements are subject to risks, uncertainties and assumptions,
some of which are beyond our control. In addition, these forward-looking statements reflect
our current views with respect to future events and are not a guarantee of future performance.
Actual outcomes may differ materially from the information contained in the forward-looking
statements as a result of a number of factors, including, without limitation, the risk factors set
forth in the section entitled “Risk Factors.”

The forward-looking statements made in this prospectus relate only to events or
information as of the date on which the statements are made in this prospectus. Except as
required by law, we undertake no obligation to update or revise publicly any forward-looking
statements, whether as a result of new information, future events or otherwise, after the date
on which the statements are made or to reflect the occurrence of unanticipated events. You
should read this prospectus completely and with the understanding that our actual future results
or performance may be materially different from what we expect.

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

Directors are made as of the date of this prospectus. Any of these intentions may change in light

of future developments.
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An investment in our Shares and/or ADSs involves significant risks. You should
carefully consider all of the information in this prospectus, including the risks and
uncertainties described below, as well as our financial statements and the related notes,
and the “Financial Information” section, before deciding to invest in our Shares and/or
ADSs. The following is a description of what we consider to be our material risks. Any
of the following risks could have a material adverse effect on our business, financial
condition, results of operations and growth prospects. In any such an event, the market
price of our Shares and/or ADSs could decline, and you may lose all or part of your
investment. Additional risks and uncertainties not presently known to us or that we
currently deem immaterial also may impair our business operations.

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

headed “Forward-looking Statements” in this prospectus.

We believe there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. We have categorized these risks and uncertainties into: (i) risks
related to our financial position and need for additional capital; (ii) risks related to our
dependence of third parties; (iii) risks related to doing business in China; (iv) risks related to
intellectual property; (v) risks related to our Shares, the ADSs, the listing and the Global
Offering.

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

RISKS RELATED TO OUR FINANCIAL POSITION AND NEED FOR ADDITIONAL
CAPITAL

We have incurred significant losses since our inception and anticipate that we will
continue to incur losses in the future and may never achieve or maintain profitability.

The Hong Kong Department of Health approved ZEJULA in October 2018 and we
launched ZEJULA in Hong Kong in December 2018. In June 2019, we received marketing
authorization to commercialize ZEJULA in Macau for women with relapsed ovarian cancer.
The China National Medical Products Administration, or NMPA, approved ZEJULA in
December 2019 as a maintenance therapy for adult patients with recurrent epithelial ovarian,
fallopian tube, or primary peritoneal cancer, who are in a complete or partial response to
platinum-based chemotherapy and we launched ZEJULA in the People’s Republic of China, or
PRC or China, in January 2020. In December 2018, we announced the launch of Optune for the
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treatment of glioblastoma multiforme, or GBM, in Hong Kong. In May 2020, we obtained the
NMPA MAA approvals for Optune in combination with TMZ for the treatment of patients with
newly diagnosed GBM, and also as a monotherapy for the treatment of patients with recurrent
GBM. Although we launched ZEJULA in China in January 2020 for recurrent ovarian cancer,
in Macau in June 2019 for recurrent ovarian cancer, and in Hong Kong in December 2018 for
adult patients with platinum-sensitive relapsed high grade serous epithelial ovarian cancer who
are in a complete response or partial response to platinum-based chemotherapy and we
launched Optune in Hong Kong in December 2018 and in China in May 2020, it will take some
time to attain profitability and we may never do so. We have also obtained the rights to
commercialize many clinical-stage drug candidates. Investment in biopharmaceutical product
development is highly speculative because it entails substantial upfront capital expenditures
and significant risk that a drug candidate will fail to gain regulatory approval or become
commercially viable. To date, we have financed our activities primarily through private
placements, our initial public offering on Nasdaq in September 2017 and multiple follow-on
offerings. For the year ended December 31, 2018 and 2019 and for the six months ended June
30, 2020, we generated revenue of US$0.1 million, US$13.0 million and US$19.2 million from
product sales, respectively, and we continue to incur significant development and other
expenses related to our ongoing operations. As a result, we are not profitable and have incurred
losses in each period since our inception in 2013. For the years ended December 31, 2018 and
2019 and for the six months ended June 30, 2020, we reported a net loss of US$139.1 million,
US$195.1 million and US$128.6 million, respectively.

We expect to continue to incur losses in the foreseeable future, and we expect these losses
to increase as we:

. continue to commercialize ZEJULA, Optune and any other products for which we
may obtain regulatory approval;

. maintain and expand sales, marketing and commercialization infrastructure for
ZEJULA, Optune and any other products for which we may obtain regulatory

approval;

. maintain and expand regulatory approvals for our products and drug candidates that
successfully complete clinical trials;

. continue our development and commence clinical trials of our drug candidates;

. maintain our manufacturing facilities;
. hire additional clinical, operational, financial, quality control and scientific
personnel;

. seek to identify additional drug candidates;

. obtain, maintain, expand and protect our intellectual property portfolio;
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. enforce and defend intellectual property-related claims; and
. acquire or in-license other intellectual property, drug candidates and technologies.

To become and remain profitable, we must continue commercialization efforts of
ZEJULA and Optune and develop and eventually commercialize other drug candidates with
significant market potential. This will require us to be successful in a range of challenging
activities, including manufacturing, marketing and selling commercialized products such as
ZEJULA, Optune and other products for which we may obtain marketing approval as well as
completing pre-clinical testing and clinical trials of and obtaining marketing approval for our
clinical and pre-clinical stage drug candidates. We will also need to be successful in satisfying
any post-marketing requirements with respect to all of our products and drug candidates. We
may not succeed in any or all of these activities and, even if we do, we may never generate
product revenues that are significant or large enough to achieve profitability. We may
encounter unforeseen expenses, difficulties, complications, delays and other unknown factors
that may adversely affect our business. The size of our future net losses will depend, in part,
on the rate of future growth of our expenses and our ability to generate revenue. Even if we
achieve profitability in the future, we may not be able to sustain profitability in subsequent
periods. Our failure to become and remain profitable would decrease the value of our company
and could impair our ability to raise capital, maintain our research and development efforts and
commercialization efforts, expand our business or continue our operations. A decline in the
value of our company also could cause you to lose all or part of your investment.

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

Our operations have consumed substantial amounts of cash since inception. The net cash
used in our operating activities was US$97.5 million, US$191.0 million and US$92.3 million
for the years ended December 31, 2018 and 2019 and the six months ended June 30, 2020,
respectively. We expect our expenses to increase significantly in connection with our ongoing
activities, particularly as we continue to commercialize ZEJULA and Optune, research and
develop our pre-clinical-stage drug candidates and initiate additional clinical trials of, and seek
and/or expand regulatory approval for, ZEJULA, Tumor Treating Fields and our other drug
assets. In addition, if we obtain regulatory approval for any additional drug candidates, we
expect to incur significant commercialization expenses related to product manufacturing,
marketing, sales and distribution. In particular, if more of our drug candidates are approved,
additional costs may be substantial as we may have to modify or increase the production
capacity at our current manufacturing facilities or contract with third-party manufacturers. We
have, and may continue to, incur expenses as we create additional infrastructure to support our
operations. Our liquidity and financial condition may be materially and adversely affected by
the negative net cash flows, and we cannot assure you that we will have sufficient cash from
other sources to fund our operations.
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We will continue to require substantial additional funding for our drug development
programs and for our commercialization efforts for ZEJULA, Optune and other products
for which we may obtain regulatory approval, which may not be available on acceptable
terms, or at all. If we are unable to raise capital on acceptable terms when needed, we
could incur losses or be forced to delay, reduce or terminate such efforts.

To date, we have financed our activities primarily through private placements, our initial
public offering on Nasdaq in September 2017 and multiple follow-on offerings. As of June 30,
2020, through these offerings, we have raised US$958.6 million. We will likely need to obtain
substantial additional funding in connection with our continuing operations through public
orprivate equity offerings, debt financing, collaborations or licensing arrangements or other
sources. If we are unable to raise capital when needed or on acceptable terms, we could incur
losses and be forced to delay, reduce or terminate our research and development programs or
any future commercialization efforts.

We believe our cash and cash equivalents and short-term investments as of June 30, 2020
will enable us to fund our operating expenses and capital expenditure requirements for at least
the next 12 months. We have based this estimate on assumptions that may prove to be wrong,
and we could use our capital resources sooner than we currently expect. Our future capital
requirements will depend on many factors, including:

. the cost and timing of future commercialization activities, including product
manufacturing, marketing, sales and distribution for ZEJULA, Optune and any other

products for which we receive regulatory approval;

. the cash received, if any, from future commercial sales of ZEJULA, Optune and any
other products for which we receive regulatory approval;

. the number and development requirements of the drug candidates we pursue;

. the scope, progress, timing, results and costs of researching and developing our drug
candidates, and conducting pre-clinical and clinical trials;

. the number and characteristics of other drug candidates that we may pursue;

. the cost, timing and outcome of seeking, obtaining, maintaining and expanding

regulatory approval of our products and drug candidates;

. our ability to establish and maintain strategic partnerships, collaboration, licensing
or other arrangement and the financial terms of such arrangements;

. the cost, timing and outcome of preparing, filing and prosecuting patent

applications, maintaining and enforcing our intellectual property rights and
defending any intellectual property related claims;
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. the extent to which we acquire or in-license other drug candidates and technologies;

. resources required to develop and implement policies and processes to promote
ongoing compliance with applicable healthcare laws and regulations;

. costs required to ensure that our and our partners’ business arrangements with third
parties comply with applicable healthcare laws and regulations;

. our headcount growth and associated costs; and
. the costs of operating as a public company in both the United States and Hong Kong.

Raising additional capital or entering into certain other arrangements may cause dilution
to our Shareholders, restrict our operations or require us to relinquish rights to our
technologies or drug candidates.

Identifying and acquiring rights to develop potential drug candidates, conducting
pre-clinical testing and clinical trials and commercializing products for which we receive
regulatory approval is a time-consuming, expensive and uncertain process that may take years
to complete. During the Track Record Period, we have generated our revenue mainly from the
sales of ZEJULA and Optune, after we have received respective regulatory approval in relevant
jurisdictions. Our near-term commercial revenue, will continue to be derived from sales of
ZEJULA and Optune. Any additional commercial revenue, if any, will be derived from sales
of drug candidates that we do not expect to be commercially available until we receive
regulatory approval, if at all. We may never generate the necessary data or results required to
obtain regulatory approval and achieve product sales of some of our drug candidates, and even
if we obtain regulatory approval, our products may not achieve commercial success.
Accordingly, we will need to continue to rely on additional financing to achieve our business
objectives. Adequate additional financing may not be available to us on acceptable terms, or
at all.

We may seek additional funding through a combination of equity offerings, debt
financings, collaborations, licensing arrangements, strategic alliances and marketing or
distribution arrangements. To the extent that we raise additional capital through the sale of
equity or convertible debt securities, our Shareholders’ ownership interest will be diluted, and
the terms may include liquidation or other preferences that adversely affect rights of our
security holders. The incurrence of additional indebtedness or the issuance of certain equity
securities could result in increased fixed payment obligations and could also result in certain
additional restrictive covenants, such as limitations on our ability to incur additional debt or
issue additional equity, limitations on our ability to acquire or license intellectual property
rights and other operating restrictions that could adversely impact our ability to conduct our
business. In addition, issuance of additional equity securities, or the possibility of such
issuance, may cause the market price of our Shares and/or ADSs to decline. In the event that
we enter into collaborations or licensing arrangements to raise capital, we may be required to
accept unfavorable terms, including relinquishing or licensing to a third party on unfavorable
terms our rights to technologies or drug candidates that we otherwise would seek to develop
or commercialize ourselves or potentially reserve for future potential arrangements when we
might be able to achieve more favorable terms.
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We have a very limited operating history, which may make it difficult for you to evaluate
the success of our business to date and to assess our future viability.

We commenced our operations in 2013. Our operations to date have been limited to
organizing and staffing our company, identifying potential partnerships and drug candidates,
acquiring product and technology rights, conducting research and development activities for
our drug candidates and, more recently, commercializing products for which we have obtained
regulatory approval. We have not yet demonstrated the ability to successfully complete
large-scale, pivotal clinical trials. Additionally, we have limited experience in the sale,
marketing or distribution of pharmaceutical and medical device products. Consequently, any
predictions about our future success, performance or viability may not be as accurate as they
could be if we had a longer operating history.

Our limited operating history, particularly in light of the rapidly evolving drug research
and development industry in which we operate, may make it difficult to evaluate our current
business and prospects for future performance. Our short history makes any assessment of our
future performance or viability subject to significant uncertainty. We will encounter risks and
difficulties frequently experienced by companies in rapidly evolving fields as we continue to
expand our commercial activities. In addition, as a new business, we may be more likely to
encounter unforeseen expenses, difficulties, complications and delays due to Ilimited
experience. If we do not address these risks and difficulties successfully, our business will
suffer.

RISKS RELATED TO OUR DEPENDENCE ON THIRD PARTIES

We depend on our licensors or patent owners of our in-licensed patent rights to prosecute
and maintain patents and patent applications that are material to our business. Any
failure by our licensors or such patent owners to effectively protect these patent rights
could adversely impact our business and operations.

We have licensed and sublicensed patent rights from third parties for some of our
development programs, including but not limited to ZEJULA from GSK, Tumor Treating Fields
from Novocure, ripretinib from Deciphera, repotrectinib from Turning Point, margetuximab,
tebotelimab and a pre-clinical multi-specific TRIDENT molecule from MacroGenics,
retifanlimab from Incyte, bemarituzumab from Five Prime, omadacycline from Paratek and
durlobactam from Entasis. As a licensee and sublicensee of third parties, we rely on these third
parties to file and prosecute patent applications and maintain patents and otherwise protect the
licensed intellectual property under certain of our license agreements. In addition, we have not
had and do not have primary control over these activities for certain of our patents or patent
applications and other intellectual property rights that we jointly own with certain of our
licensors and sub-licensors. We cannot be certain that the patents and patent applications for
our products and drug candidates have been or will be prepared, filed, prosecuted or maintained
by such third parties in compliance with applicable laws and regulations, in a manner
consistent with the best interests of our business, or in a manner that will result in valid and

enforceable patents or other intellectual property rights that cover our drug candidates. If our
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licensors or such third parties fail to prepare, prosecute, or maintain such patent applications
and patents, or lose rights to those patent applications or patents, the rights we have licensed
may be reduced or eliminated, and our right to develop and commercialize any of our drug
candidates that are subject of such licensed rights could be adversely affected.

Pursuant to the terms of the license agreements with some of our licensors, the licensors
may have the right to control enforcement of our licensed patents or defense of any claims
asserting the invalidity or unenforceability of these patents. For example, under our agreement
with Novocure for Tumor Treating Fields, Novocure owns and has the right to control all patent
application and patent prosecution activities related to Tumor Treating Fields in China, Hong
Kong, Macau and Taiwan. Similarly, the first right to enforce such patent portfolio within
China, Hong Kong and Macau. However, GSK maintains the right to enforce such patent
portfolio in all other territories or, if we fail to bring an action within 90 days within China,
Hong Kong or Macau, GSK can control such enforcement actions in those areas as well. In the
case where GSK controls such enforcement actions, although we have rights to consult with
GSK on such actions within China, Hong Kong and Macau, rights granted by GSK under
ZEJULA to another licensee, such as Janssen Biotech, Inc. to whom GSK has granted an
exclusive right to develop ZEJULA for the treatment of prostate cancer, could potentially
influence GSK’s interests in the exercise of its prosecution, maintenance and enforcement
rights in a manner that may favor the interests of such other licensee as compared with us,
which could have a material adverse effect on our business, financial conditions, results of
operations and prospects.

Even if we are permitted to pursue the enforcement or defense of our licensed and
sub-licensed patents, we will require the cooperation of our licensors and any applicable patent
owners and such cooperation may not be provided to us. We cannot be certain that our licensors
will allocate sufficient resources or prioritize their or our enforcement of such patents or
defense of such claims to protect our interests in the licensed patents. Even if we are not a party
to these legal actions, an adverse outcome could harm our business because it might prevent
us from continuing to license intellectual property that we may need to operate our business.
If we lose any of our licensed intellectual property, our right to develop and commercialize any
of our drug candidates that are subject of such licensed rights could be adversely affected.

If we breach our license or other intellectual property-related agreements for our
products or drug candidates or otherwise experience disruptions to our business
relationships with our licensors and collaboration partners, we could lose the ability to
continue the development and commercialization of our products and drug candidates.

Our business relies, in large part, on our ability to develop and commercialize products
and drug candidates from third parties including but not limited to ZEJULA from GSK; Tumor
Treating Fields from Novocure Limited, or Novocure. If we have not obtained a license to all
intellectual property rights that are relevant to our products and drug candidates and that are
owned or controlled by our licensors and collaboration partners or owned or controlled by
affiliates of such licensors and collaboration partners, we may need to obtain additional
licenses to such intellectual property rights which may not be available on an exclusive basis,
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on commercially reasonable terms or at all. In addition, if our licensors and collaboration
partners breach such agreements, we may not be able to enforce such agreements against our
licensors’ parent entity or affiliates. Under each of our license and intellectual property-related
agreements, in exchange for licensing or sublicensing us the right to develop and
commercialize the applicable drug candidates, our licensors will be eligible to receive from us
milestone payments, tiered royalties from commercial sales of such drug candidates, assuming
relevant approvals from government authorities are obtained, or other payments. Our license
and other intellectual property-related agreements also require us to comply with other
obligations including development and diligence obligations, providing certain information
regarding our activities with respect to such drug candidates and/or maintaining the
confidentiality of information we receive from our licensors. For example, we are obligated to
use commercially reasonable efforts to develop and commercialize Tumor Treating Fields in
the territories specified under its agreement.

If we fail to meet any of our obligations under our license and other intellectual
property-related agreements, our licensors have the right to terminate our licenses and
sublicenses and, upon the effective date of such termination, have the right to re-obtain the
licensed and sub-licensed technology and intellectual property. If any of our licensors
terminate any of our licenses or sublicenses, we will lose the right to develop and
commercialize our applicable products and drug candidates and other third parties may be able
to market products or drug candidates similar or identical to ours. In such case, we may be
required to provide a grant back license or expand an existing license to the licensors under our
own intellectual property with respect to the terminated products. For example, if our
agreements with GSK for ZEJULA terminate for any reason, we are required to grant GSK an
exclusive license to certain of our intellectual property rights that relate to ZEJULA, as
applicable.

While we would expect to exercise all rights and remedies available to us, including
seeking to cure any breach by us, and otherwise seek to preserve our rights under the
intellectual property rights licensed and sublicensed to us, we may not be able to do so in a
timely manner, at an acceptable cost or at all. In particular, some of the milestone payments are
payable upon our drug candidates reaching development milestones before we have
commercialized, or received any revenue from, sales of such drug candidate, and we cannot
guarantee that we will have sufficient resources to make such milestone payments. Any
uncured, material breach under the agreements could result in our loss of exclusive rights and
may lead to a complete termination of our rights to the applicable drug candidate. Any of the
foregoing could have a material adverse effect on our business, financial conditions, results of
operations, and prospects. In addition, disputes may further arise regarding intellectual

property subject to a license and/or collaboration agreement.

Moreover, certain of our licensors do not own some or all of the intellectual property
included in the license, but instead have licensed such intellectual property from a third party,
and have granted us a sub-license. As a result, the actions of our licensors or of the ultimate
owners of the intellectual property may affect our rights to use our sublicensed intellectual
property, even if we are in compliance with all of the obligations under our license agreements.
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For example, our licenses from GSK, Paratek, MacroGenics and Incyte comprise sublicenses
to us of certain intellectual property rights owned by third parties that are not our direct
licensors. If our licensors were to fail to comply with their obligations under the agreements
pursuant to which they obtain the rights that are sublicensed to us, or should such agreements
be terminated or amended, our rights to the applicable licensed intellectual property may be
terminated or narrowed, our exclusive licenses may be converted to non-exclusive licenses, and
our ability to produce and sell our products and drug candidates may be materially harmed. Any
of the foregoing could have a material adverse effect on our business, financial conditions,
results of operations, and prospects.

In addition, the agreements under which we currently license or have rights to use
intellectual property or technology from third parties are complex, and certain provisions in
such agreements may be susceptible to multiple interpretations. The resolution of any contract
interpretation disagreement that may arise could narrow what we believe to be the scope of our
rights to the relevant intellectual property or technology, or increase what we believe to be our
financial or other obligations under the relevant agreement, either of which could have a
material adverse effect on our business, financial condition, results of operations, and
prospects. Moreover, if disputes over intellectual property that we have licensed, sublicensed
or obtained rights to use prevent or impair our ability to maintain our current licensing
arrangements on commercially acceptable terms, we may be unable to successfully develop and
commercialize the affected products or drug candidates, which could have a material adverse

effect on our business, financial conditions, results of operations and prospects.

We rely on third parties to conduct our pre-clinical and clinical trials. If these third
parties do not successfully carry out their contractual duties or meet expected deadlines,
we may not be able to obtain regulatory approval for or commercialize our products or
drug candidates and our business could be substantially harmed. If we lose our
relationships with our third parties, especially our CROs, our product or drug
development efforts could be delayed.

We have relied upon and plan to continue to rely upon third-party CROs to monitor and
manage data for some of our ongoing pre-clinical and clinical programs. We rely on these
parties for execution of our pre-clinical and clinical trials, and control only certain aspects of
their activities. Nevertheless, we are responsible for ensuring that each of our studies is
conducted in accordance with the applicable protocol and legal, regulatory and scientific
standards, and our reliance on the CROs does not relieve us of our regulatory responsibilities.
We also rely on third parties to assist in conducting our pre-clinical studies in accordance with
Good Laboratory Practices, or GLP, and the Regulations for the Administration of Affairs
Concerning Experimental Animals ( CEBEEIYEILMMA]) ) or the Animal Welfare Act
requirements. We and our CROs are required to comply with GCP regulations and guidelines
enforced by the NMPA, and comparable foreign regulatory authorities for all of our products
or drug candidates in clinical development. Regulatory authorities enforce these GCP
requirements through periodic inspections of trial sponsors, investigators and trial sites. If we
or any of our CROs fail to comply with applicable GCP requirements, the clinical data
generated in our clinical trials may be deemed unreliable and the NMPA or comparable foreign
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regulatory authorities may require us to perform additional clinical trials before approving our
marketing applications. We cannot assure that upon inspection by a given regulatory authority,
such regulatory authority will determine that any of our clinical trials comply with GCP
requirements. In addition, our clinical trials must be conducted with products or drugs
produced under cGMP requirements. Failure to comply with these regulations may require us
to repeat pre-clinical and clinical trials, which would delay the regulatory approval process.

Switching or adding additional CROs involves additional cost and requires management
time and focus. Our CROs have the right to terminate their agreements with us in the event of
an uncured material breach. In addition, some of our CROs have an ability to terminate their
respective agreements with us if it can be reasonably demonstrated that the safety of the
subjects participating in our clinical trials warrants such termination, if we make a general
assignment for the benefit of our creditors or if we are liquidated. Identifying, qualifying and
managing performance of third-party service providers can be difficult, time-consuming and
cause delays in our development programs. In addition, there is a natural transition period
when a new CRO commences work and the new CRO may not provide the same type or level
of services as the original provider. If any of our relationships with our third-party CROs are
terminated, we may not be able to enter into arrangements with alternative CROs or to do so
on commercially reasonable terms, and we may not be able to meet our desired clinical
development timelines.

Our CROs are not our employees, and except for remedies available to us under our
agreements with such CROs, we cannot control whether or not they devote sufficient time and
resources to our on-going clinical, nonclinical and pre-clinical programs. If CROs do not
successfully carry out their contractual duties or obligations or meet expected deadlines or if
the quality or accuracy of the clinical data they obtain is compromised due to their failure to
adhere to our clinical protocols, regulatory requirements or for other reasons, our clinical trials
may be extended, delayed or terminated and we may not be able to obtain regulatory approval
for or successfully commercialize our products or drug candidates. As a result, our results of
operations and the commercial prospects for our products and drug candidates would be
harmed, our costs could increase and our ability to generate revenues could be delayed or
compromised.

Because we rely on third parties, our internal capacity to perform these functions is
limited. Outsourcing these functions involves risk that third parties may not perform to our
standards, may not produce results in a timely manner or may fail to perform at all. In addition,
the use of third-party service providers requires us to disclose our proprietary information to
these parties, which could increase the risk that this information will be misappropriated. We
currently have a small number of employees, which limits the internal resources we have
available to identify and monitor our third-party providers. To the extent we are unable to
identify and successfully manage the performance of third-party service providers in the future,
our business may be adversely affected. Though we carefully manage our relationships with
our CROs, there can be no assurance that we will not encounter similar challenges or delays
in the future or that these delays or challenges will not have a material adverse impact on our
business, financial condition and prospects.
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We have limited experience manufacturing our products and drug candidates on a large
clinical or commercial scale. We are or will be dependent on third party manufacturers
for the manufacture of certain of our products and drug candidates as well as on third
parties for our supply chain, and if any of these third parties fail to provide us with
sufficient quantities of product or fail to do so at acceptable quality levels or prices, our
business could be harmed.

If our two manufacturing facilities are unable to meet our intended production capacity
in a timely fashion, we may have to engage a contract manufacturing organization, or CMO,

for the production of clinical supplies of our products or drug candidates.

Additionally, in order to successfully commercialize our products and drug candidates,
we will need to identify qualified CMOs for the scaled production of a commercial supply of
certain of our products and drug candidates. The CMOs should be drug manufacturers holding
manufacturing permits with a scope that can cover our drug registration candidates. We have
not yet identified suppliers to support scaled production. If we are unable to arrange for
alternative third-party manufacturing sources, or to do so on commercially reasonable terms or
in a timely manner, we may not be able to complete development of our products or drug
candidates, or market or distribute them.

We rely on third-party manufacturers to manufacture at least some of our products and
drug candidates. For example, we rely on MacroGenics to manufacture and supply
margetuximab, tebotelimab, and a pre-clinical multi-specific TRIDENT molecule, Entasis to
manufacture and supply durlobactam, Novocure to manufacture and supply Optune, Deciphera
to manufacture and supply ripretinib, Incyte to manufacture and supply retifanlimab and, as of

April 2020, Regeneron to manufacture and supply odronextamab.

Such reliance entails risks to which we would not be subject to if we manufactured drug
candidates or products ourselves, including reliance on the third party for regulatory
compliance and quality assurance, the possibility of breach of the manufacturing or supply
agreement by the third party because of factors beyond our control (including a failure to
synthesize and manufacture our drug candidates or any products we may eventually
commercialize in accordance with our specifications) and the possibility of termination or
nonrenewal of the agreement by the third party, based on its own business priorities, at a time
that is costly or damaging to us. In addition, the NMPA and other regulatory authorities require
that our drug candidates and any products that we may eventually commercialize be
manufactured according to cGMP standards. Any failure by our third-party manufacturers to
comply with cGMP standards or failure to scale up manufacturing processes, including any
failure to deliver sufficient quantities of drug candidates in a timely manner, could lead to a
delay in, or failure to obtain, regulatory approval of any of our drug candidates. In addition,
such failure could be the basis for the NMPA to issue a warning or untitled letter, withdraw
approvals for drug candidates previously granted to us, or take other regulatory or legal action,
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including recall or seizure, total or partial suspension of production, suspension of ongoing
clinical trials, refusal to approve pending applications or supplemental applications, detention
or product, refusal to permit the import or export of products, injunction, or imposing civil and
criminal penalties.

Furthermore, because of the complex nature of our compounds, we or our manufacturers
may not be able to manufacture our compounds at a cost or in quantities or in a timely manner
necessary to make commercially successful products and drugs. In addition, as our drug
development pipeline increases and matures, we will have a greater need for clinical study and
commercial manufacturing capacity. We have limited experience manufacturing
pharmaceutical products or drugs on a commercial scale and some of our current suppliers will
need to increase their scale of production to meet our projected needs for commercial
manufacturing, the satisfaction of which on a timely basis may not be met.

We rely on supplies from our licensors, which may severely harm our business and results
of operations.

We currently source key materials from third parties, either directly through agreements
with suppliers or indirectly through our manufacturers who have agreements with suppliers, as
well as through our licensors. Any significant disruption in our potential supplier relationships,
whether due to price hikes, manufacturing or supply related issues, could harm our business.
We anticipate that, in the near term, all key materials will be sourced through third parties.
There are a small number of suppliers for certain capital equipment and key materials that are
used to manufacture some of our drugs. Such suppliers may not sell these key materials to us
or our manufacturers at the times we need them or on commercially reasonable terms. We
currently do not have any agreements for the commercial production of these key materials.
Any significant delay in the supply of a product or drug candidate or its key materials for an
ongoing clinical study could considerably delay completion of our clinical studies, product or
drug testing and potential regulatory approval of our products or drug candidates. If we or our
manufacturers are unable to purchase these key materials after regulatory approval has been
obtained for our drug candidates, the commercialization of our products or the commercial
launch of our drug candidates could be delayed or there could be a shortage in supply, which
would impair our ability to generate revenues from the sale of our products and drug
candidates.

During the Track Record Period, we relied on a limited number of customers for a
substantial portion of our revenue.

During the Track Record Period, a substantial amount of our revenue was derived from
sales to a limited number of customers, which are distributors as consistent with industry norm.
In 2018, 2019 and the first half of 2020, the aggregate amount of revenue generated from our
five largest customers accounted for approximately 89.6%, 85.0% and 44.5% of our total
revenue, respectively. Revenue generated from our largest customer for the same periods
accounted for approximately 39.6%, 41.6% and 16.8% of our total revenue, respectively.
Please refer to the section headed “Business — Customers” for more details. While we are
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rapidly expanding our customer base upon our successful launch of ZEJULA and Optune in
China, we may continue to rely on such major customers in ramping up the sales of our
commercialized products. There is no assurance that our five largest customers will continue
to purchase from us at the current levels or at all in the future. If any of our five largest
customers significantly reduces its purchase volume or ceases to purchase from us, and we are
not able to identify new customers in a timely manner, our business, financial condition and
results of operation may be materially and adversely affected. In addition, there is no assurance
that our major customers will not negotiate for more favorable terms for them in the future.
Under such circumstances, we may have to agree to less favorable terms so as to maintain the
ongoing cooperative relationships with our major customers. If we are unable to reduce our
production cost accordingly, our profitability, results of operations and financial condition may
be materially and adversely affected. Therefore, any risks which could have a negative impact
on our major customers could in turn have a negative impact on our business.

If we fail to maintain an effective distribution channel for our products, our business and
sales of the relevant products could be adversely affected.

We rely on third-party distributors to distribute our commercialized products. We also
expect to rely on third-party distributors to distribute our other products and internally
discovered products, if approved. Our ability to maintain and grow our business will depend
on our ability to maintain an effective distribution channel that ensures the timely delivery of
our products to the relevant markets where we generate market demand through our sales and
marketing activities. However, we have relatively limited control over our distributors, who
may fail to distribute our products in the manner we contemplate. If price controls or other
factors substantially reduce the margins our distributors can obtain through the resale of our
products to hospitals, medical institutions and sub-distributors, they may terminate their
relationship with us. While we believe alternative distributors are readily available, there is a
risk that, if the distribution of our products is interrupted, our sales volumes and business
prospects could be adversely affected.

RISKS RELATED TO OUR BUSINESS AND INDUSTRY

Even though we have launched ZEJULA and Optune in China, Hong Kong and Macau,
we may never obtain approval of ZEJULA and Tumor Treating Fields for other
indications or jurisdictions outside of the regulatory approvals we have already obtained,
which would limit our ability to realize their full market potential.

In order to market products in any given jurisdiction, we must comply with numerous and
varying regulatory requirements of such jurisdiction regarding safety, efficacy and quality. The
Hong Kong Department of Health approved ZEJULA in October 2018 and we launched
ZEJULA in Hong Kong in December 2018. In June 2019, we received marketing authorization
to commercialize ZEJULA in Macau for women with relapsed ovarian cancer. The NMPA
approved ZEJULA in December 2019 as a maintenance therapy for adult patients with
recurrent epithelial ovarian, fallopian tube, or primary peritoneal cancer, who are in a complete
or partial response to platinum-based chemotherapy and we launched ZEJULA in China in
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January 2020. In December 2018, we announced the launch of Optune for the treatment of
GBM in Hong Kong. In May 2020, we obtained the NMPA MAA approvals for Optune in
combination with TMZ for the treatment of patients with newly diagnosed GBM, and also as
a monotherapy for the treatment of patients with recurrent GBM. The approval of ZEJULA and
Optune for certain indications does not mean that the NMPA will approve ZEJULA and Tumor
Treating Fields for other indications. Approval procedures vary among jurisdictions and
clinical trials conducted in one jurisdiction may not be accepted by regulatory authorities in
other jurisdictions, and regulatory approval in one country does not mean that regulatory
approval will be obtained in any other jurisdiction.

We are invested in the commercial success of ZEJULA and Optune and our ability to
generate product revenues in the near future is highly dependent on the commercial
success of ZEJULA in China, Hong Kong and Macau and Optune in China and Hong
Kong.

A substantial portion of our time, resources and effort are focused on the
commercialization of our commercialized product ZEJULA in China, Hong Kong, and Macau,
and our commercialized product Optune in China and Hong Kong. Our ability to generate
product revenues will depend heavily on the successful commercialization of ZEJULA in
China, Hong Kong and Macau and Optune in China and Hong Kong. Our ability to successfully
commercialize ZEJULA and Optune will depend on, among other things, our ability to:

. maintain commercial manufacturing or supply arrangements with third-party
manufacturers for ZEJULA and Optune;

. produce, through a validated process or procure, from third-party manufacturers
sufficient quantities and inventory of ZEJULA and Optune to meet demand;

. build and maintain internal sales, distribution and marketing capabilities sufficient
to generate commercial sales of ZEJULA and Optune;

. secure widespread acceptance of our product from physicians, healthcare payors,
patients and the medical community;

. properly price and obtain coverage and adequate reimbursement of ZEJULA and of
Optune by governmental authorities, private health insurers, managed care

organizations and other third-party payors;

. maintain compliance with ongoing regulatory labeling, packaging, storage,
advertising, promotion, recordkeeping, safety and other post-market requirements;

. manage our growth and spending as costs and expenses increase due to
commercialization; and
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. manage business interruptions resulting from the occurrence of any pandemic,
epidemic, including from the outbreak of the novel coronavirus, COVID-19, or any
other public health crises, natural catastrophe or other disasters.

There are no guarantee that we will be successful in completing these tasks. In addition,
we have invested, and will continue to invest, substantial financial and management resources
to build out our commercial infrastructure and to recruit and train sufficient additional
qualified marketing, sales and other personnel in support of our sales of ZEJULA and Optune.
Sales of ZEJULA and Optune may be slow or limited for a variety of reasons including
competing therapies or safety issues. If ZEJULA or Optune is not successful in gaining
broad commercial acceptance, our business would be harmed.

Any sales of ZEJULA and Optune will be dependent on several factors, including our and
our partners’ ability to educate and increase physician awareness of the benefits, safety and
cost-effectiveness of ZEJULA and Optune relative to competing therapies. The degree of
market acceptance of ZEJULA and Optune among physicians, patients, healthcare payors and
the medical community will depend on a number of factors, including:

. acceptable evidence of safety and efficacy;

. relative convenience and ease of administration;

. prevalence and severity of any adverse side effects;

. availability of alternative treatments;

. pricing, cost effectiveness and value propositions;

. effectiveness of our sales and marketing capabilities and strategies;

. ability to obtain sufficient third-party coverage and reimbursement;

. the clinical indications for which ZEJULA and Optune are approved, as well as
changes in the standard of care for their targeted indications;

. the continuing effectiveness of manufacturing and supply chain;

. warnings and limitations contained in the approved labeling for ZEJULA and for
Optune;

. safety concerns with similar products marketed by others;

. the prevalence and severity of any side effects as a result of treatment with ZEJULA
or Optune;
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. our ability to comply with regulatory post-marketing requirements associated with
the approval of ZEJULA or Optune;

. the actual market-size for ZEJULA and Optune, which may be larger or smaller than
expected; and

. our ability to manage complications or barriers that inhibit our commercialization
team from reaching the appropriate audience to promote our product(s) because of
the outbreak of COVID-19 or any other public health crises, natural catastrophe or
other disasters.

We face risks related to health epidemics, including the recent COVID-19 pandemic,
which could have a material adverse effect on our business and results of operations.

In December 2019 a respiratory illness caused by a novel strain of coronavirus,
SARS-CoV-2, causing the Coronavirus Disease 2019, also known as COVID-19 or coronavirus
emerged. Global health concerns relating to the COVID-19 pandemic have been weighing on
the macroeconomic environment, and the pandemic has significantly increased economic
volatility and uncertainty. The pandemic has resulted in government authorities implementing
numerous measures to try to contain the virus, such as travel bans and restrictions, quarantines,
shelter-in-place or stay-at-home orders, and business shutdowns. The extent to which the
coronavirus impacts our operations will depend on future developments, which are highly
uncertain and cannot be predicted with confidence, including the duration of the outbreak and
travel bans and restrictions, quarantines, shelter-in-place or stay-at-home orders, and business
shutdowns. The continued COVID-19 pandemic could adversely impact our operations, given
the impact it may have on the manufacturing and supply chain, sales and marketing and clinical
trial operations of us and our business partners, and the ability to advance our research and
development activities and pursue development of any of our pipeline products, each of which
could have an adverse impact on our business and our financial results.

For example, due to business interruptions to hospitals and treatment centers in China
arising in connection with the outbreak of COVID-19, some patients have experienced
difficulties in accessing hospital care and, as a result, our commercialization team has had
fewer opportunities to reach patients who could benefit from ZEJULA or Optune. In addition,
we have experienced delays in the enrollment of patients in our clinical trials due to the
outbreak of COVID-19. Our commercial partners and licensors also have similarly experienced
delays in enrollment of patients to their clinical trials due to the outbreak of COVID-19 in their
respective territories. None of our NDA submission and acceptance nor CTA approvals are

delayed, however.

However, as the outbreak of COVID-19 has largely been contained in China, we believe
we have experienced only minimal disruption to our commercialization of ZEJULA and
Optune and our planned clinical trials since the outbreak. Nevertheless, outbreaks may occur
again and may result in similar business interruptions in the future. Additionally, although we
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have not experienced material supply disruptions due to the outbreak of COVID-19, we cannot
guarantee that we will not experience supply disruptions in the future due to COVID-19 or any
other pandemic, epidemic or other public health crises, natural catastrophe or other disasters.

There are no comparable recent events that provide guidance as to the effect the
COVID-19 outbreak as a global pandemic may have, and, as a result, the ultimate impact of
the pandemic is highly uncertain and subject to change. To the extent the outbreak of
COVID-19 results in delay and interruptions to our or our commercial partners’ and licensors’
clinical trials in the future, such delays may result in increased development costs for our
products and drug candidates, which could cause the value of our company to decline and limit
our ability to obtain additional financing.

Many of our drug candidates are still in clinical development. If we are unable to obtain
regulatory approval and ultimately commercialize these drug candidates or experience
significant delays in doing so, our business, financial condition, results of operations and
prospects may be materially adversely harmed.

Many of our drug candidates are in clinical development and various others are in
pre-clinical development. Our ability to generate revenue from our drug candidates is
dependent on receipt of regulatory approval and successful commercialization of such
products, which may never occur. Each of our drug candidates will require additional
pre-clinical and/or clinical development, regulatory approval in multiple jurisdictions,
development of manufacturing supply and capacity, substantial investment and significant
marketing efforts before we generate any revenue from product sales. The success of our drug
candidates will depend on several factors, including the following:

. successful enrollment of patients in, and completion of, clinical trials, as well as
completion of pre-clinical studies;

. receipt of regulatory approvals from applicable regulatory authorities for planned
clinical trials, future clinical trials or drug registrations, manufacturing and

commercialization;

. successful completion of all safety studies required to obtain regulatory approval in
China, the United States and other jurisdictions for our drug candidates;

. adapting our commercial manufacturing capabilities to the specifications for our
drug candidates for clinical supply and commercial manufacturing;

. making and maintain arrangements with third-party manufacturers;

. obtaining and maintaining patent, trade secret and other intellectual property
protection and/or regulatory exclusivity for our drug candidates;
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. launching commercial sales of our drug candidates, if and when approved, whether
alone or in collaboration with others;

. acceptance of the drug candidates, if and when approved, by patients, the medical
community and third-party payors;

. effectively competing with other therapies and alternative drugs;
. obtaining and maintaining healthcare coverage and adequate reimbursement;
. successfully enforcing and defending intellectual property rights and claims; and

. maintaining a continued acceptable safety profile of the drug candidates following
regulatory approval.

The success of our business is substantially dependent on our ability to successfully
commercialize ZEJULA and Optune as well as complete the development of, maintain, expand
or obtain regulatory approval for, and successfully commercialize our drug candidates in a
timely manner.

We cannot commercialize drug candidates in China without first obtaining regulatory
approval from the NMPA. Similarly, we cannot commercialize drug candidates in the United
States or another jurisdiction outside of China without obtaining regulatory approval from the
U.S. Food and Drug Administration, or FDA, or comparable foreign regulatory authorities. The
process to develop, obtain regulatory approval for and commercialize drug candidates is long,
complex and costly both inside and outside of China and approval may not be granted. Clinical
trials conducted in one country may not be accepted by regulatory authorities in other
countries, and obtaining regulatory approval in one country does not mean that regulatory
approval will be obtained in any other country. Approval processes vary among countries and
can involve additional product testing and validation and additional administrative review
periods. Even after obtaining regulatory approval from the FDA and comparable foreign
regulatory authorities, we would still need to seek approval in China and any other jurisdictions
where we plan to market the product. For example, we will need to conduct clinical trials of
each of our drug candidates in patients in China prior to seeking regulatory approval in China.
Even if our drug candidates have successfully completed clinical trials outside of China, there
is no assurance that clinical trials conducted with Chinese patients will be successful. Any
safety issues, product recalls or other incidents related to products approved and marketed in
other jurisdictions may impact approval of those products by the NMPA. If we are unable to
obtain regulatory approval for our drug candidates in one or more jurisdictions, or any approval
contains significant limitations, or are imposed on certain drug candidates, we may not be able
to obtain sufficient funding or generate sufficient revenue to continue the commercialization
of our products and the development of our drug candidates or any other drug candidate that
we may in-license, acquire or develop in the future.
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We may allocate our limited resources to pursue a particular product, drug candidate or
indication and fail to capitalize on products, drug candidates or indications that may later
prove to be more profitable or for which there is a greater likelihood of success.

Because we have limited financial and managerial resources, we must limit our licensing,
research, development and commercialization programs to specific products and drug
candidates that we identify for specific indications. As a result, we may forego or delay pursuit
of opportunities with other products or drug candidates or for other indications that later prove
to have greater commercial potential. Our resource allocation decisions may cause us to fail to
capitalize on viable commercial drugs or profitable market opportunities. In addition, if we do
not accurately evaluate the commercial potential or target market for a particular drug
candidate, we may relinquish valuable rights to that drug candidate through collaboration,
licensing or other royalty arrangements when it would have been more advantageous for us to
retain sole development and commercialization rights to such drug candidate.

Our products and drug candidates are subject to extensive regulation, and we cannot give
any assurance that any of our drug candidates will receive any, or that any of our
products will receive any additional, regulatory approval or be successfully
commercialized.

Our products and drug candidates and the activities associated with their development and
commercialization, including their design, testing, manufacture, safety, efficacy, quality
control, recordkeeping, labeling, packaging, storage, approval, advertising, promotion, sale,
distribution, import and export are subject to comprehensive regulation by the NMPA, FDA and
European Medicines Agency, or EMA, and other regulatory agencies in China and the United
States and by comparable authorities in other countries. We are not permitted to market any of
our products or drug candidates in China, the United States and other jurisdictions unless and
until we receive regulatory approval from the NMPA, FDA and EMA and other comparable
authorities, respectively. Securing regulatory approval requires the submission of extensive
pre-clinical and clinical data and supporting information to the various regulatory authorities
for each therapeutic indication to establish the product’s or drug candidate’s safety and
efficacy. Securing regulatory approval may also require the submission of information about
the product or drug manufacturing process to, and inspection of manufacturing facilities by, the
relevant regulatory authority. Our products and drug candidates may not be effective, may be
only moderately effective or may prove to have undesirable or unintended side effects,
toxicities or other characteristics that may preclude our obtaining regulatory approval or
prevent or limit commercial use. In addition, we cannot provide any assurance that we will ever
obtain regulatory approval for any of our drug candidates in any jurisdiction or that any of our

drug candidates will be successfully commercialized even if we receive regulatory approval.

The process of obtaining regulatory approvals in China, the United States and other
countries is expensive, may take many years of additional clinical trials and can vary
substantially based upon a variety of factors, including the type, complexity and novelty of the
product or drug candidates involved. Changes in regulatory approval policies during the
development period, changes in or the enactment of additional statutes or regulations, or
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changes in regulatory review for each submitted New Drug Application, or NDA, pre-market
approval or equivalent application type, may cause delays in the approval or rejection of an
application. The NMPA, FDA and EMA and comparable authorities in other countries have
substantial discretion in the approval process and may refuse to accept any application or may
decide that our data are insufficient for approval and require additional pre-clinical, clinical or
other studies. Our products and drug candidates could be delayed in receiving, or fail to

receive, regulatory approval for many reasons, including the following:

. disagreement with the NMPA, FDA and EMA or comparable regulatory authorities

regarding the number, design, size, conduct or implementation of our clinical trials;

o failure to demonstrate to the satisfaction of the NMPA, FDA and EMA or
comparable regulatory authorities that a drug candidate is safe and effective for its
proposed indication;

. failure of CROs, clinical study sites or investigators to comply with the ICH-good
clinical practice, or GCP, requirements imposed by the NMPA, FDA and EMA or

comparable regulatory authorities;

. failure of the clinical trial results to meet the level of statistical significance required
by the NMPA, FDA and EMA or comparable regulatory authorities for approval;

. failure to demonstrate that a product’s or drug candidate’s clinical and other benefits
outweigh its safety risks;

. the NMPA, FDA and EMA or comparable regulatory authorities disagreeing with
our interpretation of data from pre-clinical studies or clinical trials;

. insufficient data collected from clinical trials to support the submission of an NDA
or other submission or to obtain regulatory approval in China, the United States or

elsewhere;

. the NMPA, FDA and EMA or comparable regulatory authorities not approving the

manufacturing processes for our clinical and commercial supplies;

. changes in the approval policies or regulations of the NMPA, FDA or comparable

regulatory authorities rendering our clinical data insufficient for approval;

. the NMPA, FDA or comparable regulatory authorities restricting the use of our

products to a narrow population; and

. our CROs or licensors taking actions that materially and adversely impact the
clinical trials.
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In addition, even if we were to obtain approval, regulatory authorities may revoke
approval, may approve any of our products or drug candidates for fewer or more limited
indications than we request, may monitor the price we intend to charge for our products or
drugs, may grant approval contingent on the performance of costly post-marketing clinical
trials, or may approve a product or drug candidate with a label that does not include the
labeling claims necessary or desirable for the successful commercialization of that product or
drug candidate. Any of the foregoing scenarios could materially harm the commercial prospects
for our products or drug candidates.

The pharmaceutical industry in China is highly regulated and such regulations are
subject to change, which may affect the approval and commercialization of our drugs and
drug candidates.

The pharmaceutical industry in China is subject to comprehensive government regulation
and supervision, encompassing the approval, manufacturing, distribution, and marketing of
new drugs. In recent years, the pharmaceutical laws and regulations in China has undergone
significant changes including but not limited to the adoption of some exploratory programs in
pilot regions, and we expect that the transformation will continue. Any changes or amendments
with respect to government regulation and supervision of the pharmaceutical industry in China
may result in uncertainties with respect to the interpretation and implementation of the relevant
laws and regulations or adversely impact the development or commercialization of our drugs
and drug candidates in China. For instance, in March 2020, Medical Products Administration
of Hainan Province promulgated the Interim Measures for the Administration of Taking Away
the Imported Urgently Needed Drug from the Boao Lecheng International Medical Tourism
Pilot Zone of Hainan Province ( 7 5 182 S0k 150 P B8 B 207 S0 A 7 I il PR 2 e A 11 3 5 A5 ko
ATl A HE 1715 ), which allows that a patient may apply for taking away a small
amount of the legally imported drugs that is not yet registered domestically but is on urgent
medical need from the Boao Lecheng International Medical Tourism Pilot Zone of Hainan
Province following his therapeutic schedule, which is also known as the special Named Patient
Program (NPP). However, as NPP is newly adopted, any change in future policies or
implementing measures, which we may not be able to predict or control, could create
uncertainties affecting our development and commercialization of our drugs candidates. For
further information regarding government regulation in China, see “Regulatory Environment —
PRC Regulation of Pharmaceutical Product Development and Approval.”

If safety, efficacy, manufacturing or supply issues arise with any therapeutic that we use
in combination with our products and drug candidates, we may be unable to market such
products or drug candidate or may experience significant regulatory delays or supply
shortages, and our business could be materially harmed.

We plan to develop certain of our products and drug candidates for use as a combination
therapy. However, we did not develop or obtain regulatory approval for, and we do not
manufacture or sell any therapeutic we use in combination with our products or drug
candidates. If the NMPA, FDA or another regulatory agency revokes its approval of any
therapeutic we use in combination with our products and drug candidates, we will not be able
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to market our products and drug candidates in combination with such revoked therapeutic. If
safety or efficacy issues arise with the therapeutics that we seek to combine with our products
and drug candidates in the future, we may experience significant regulatory delays, and we may
be required to redesign or terminate the applicable clinical trials. In addition, if manufacturing
or other issues result in a supply shortage of any combination therapeutic, we may not be able
to successfully commercialize our products or drug candidates on our current timeline or at all.

Even after obtaining regulatory approval for use in combination with any therapeutic, we
would continue to be subject to the risk that the NMPA, FDA or another regulatory agency
could revoke its approval of the combination therapeutic, or that safety, efficacy,
manufacturing or supply issues could arise with any of our combination therapeutic. This could
result in our products being removed from the market or being less successful commercially.

We face substantial competition, which may result in our competitors discovering,
developing or commercializing drugs before or more successfully than we do, or
developing products or therapies that are more advanced or effective than ours, which
may adversely affect our financial condition and our ability to successfully market or
commercialize our products and drug candidates.

The development and commercialization of new medical device products and drugs is
highly competitive. We face competition with respect to our current products and drug
candidates, and will face competition with respect to any drug candidates that we may seek to
develop or commercialize in the future, from major pharmaceutical companies, specialty
pharmaceutical companies, biotechnology companies and medical device companies
worldwide. For example, there are a number of large pharmaceutical and biotechnology
companies that currently market drugs or are pursuing the development of therapies in the field
of poly ADP ribose polymerase, or PARP, inhibition to treat cancer. Some of these competitive
drugs and therapies are based on scientific approaches that are the same as or similar to that
of our drug candidates. Potential competitors also include academic institutions, government
agencies and other public and private research organizations that conduct research, seek patent
protection and establish collaborative arrangements for research, development, manufacturing
and commercialization. Specifically, there are a large number of companies developing or
marketing treatments for oncology, autoimmune and infectious diseases including many major
pharmaceutical and biotechnology companies.

Many of the companies against which we are competing or against which we may
compete in the future have significantly greater financial resources and expertise in research
and development, manufacturing, pre-clinical testing, conducting clinical trials, obtaining
regulatory approvals and marketing approved drugs than we do. Mergers and acquisitions in
the pharmaceutical, biotechnology and diagnostic industries may result in even more resources
being concentrated among a smaller number of our competitors. Smaller or early stage
companies may also prove to be significant competitors, particularly through collaborative
arrangements with large and established companies. These competitors also compete with us
in recruiting and retaining qualified scientific and management personnel and establishing
clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies
complementary to, or necessary for, our programs.
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Our commercial opportunities could be reduced or eliminated if our competitors develop
and commercialize products or drugs that are safer, more effective, have fewer or less severe
side effects, are more convenient or are less expensive than products or drugs that we may
develop. Our competitors also may obtain NMPA, FDA or other regulatory approval for their
products or drugs more rapidly than we may obtain approval for ours, which could result in our
competitors establishing a strong market position before we are able to enter the market.
Additionally, technologies developed by our competitors may render our products or potential
drug candidates uneconomical or obsolete, and we may not be successful in marketing our
products or drug candidates against competitors.

In addition, as a result of the expiration or successful challenge of our patent rights, we
could face more litigation with respect to the validity and/or scope of patents relating to our
competitors’ products. The availability of our competitors’ products could limit the demand,
and the price we are able to charge, for any products that we may develop and commercialize.

Clinical development involves a lengthy and expensive process with an uncertain
outcome.

There is a risk of failure for each of our drug candidates. It is difficult to predict when
or if any of our drug candidates will prove effective and safe in humans or will receive
regulatory approval. Before obtaining regulatory approval from regulatory authorities for the
sale of any drug candidate, our drug candidates must complete pre-clinical studies and then
conduct extensive clinical trials to demonstrate the safety and efficacy of our drug candidates
in humans. Clinical testing is expensive, difficult to design and implement, and can take many
years to complete.

The outcomes of pre-clinical development testing and early clinical trials may not be
predictive of the success of later clinical trials, and interim results of a clinical trial do not
necessarily predict final results. Moreover, pre-clinical and clinical data are often susceptible
to varying interpretations and analyses, and many companies that have believed their drug
candidates performed satisfactorily in pre-clinical studies and clinical trials have nonetheless
failed to obtain regulatory approval of their drug candidates. Future clinical trials of our drug
candidates may not be successful. For example, brivanib (ZL-2301) failed to meet its primary
endpoint of overall survival, or OS, noninferiority for brivanib (ZL-2301) versus sorafenib in
Phase III trials in patients with HCC conducted by Bristol-Myers Squibb Company, or BMS,
before we licensed the development rights from them. In addition, brivanib (ZL-2301) showed
no difference when compared to placebo in the primary efficacy endpoint. We believe that
brivanib (ZL-2301) has the potential to be an effective treatment for Chinese patients and
merits further clinical trials patients. We are currently developing ZL.-2301 as a combination
therapy where ZL-2301 is currently at Phase I dose escalation for the Phase I/II combination
trial. We, however, cannot guarantee that our future clinical trials of brivanib (ZL-2301) in
Chinese patients will be successful. In early 2018, we terminated ZL-1204, an in-house
early-stage candidate, after evaluating the relevant competitive landscape and potential market
opportunity.
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Commencement of clinical trials is subject to finalizing the trial design based on ongoing
discussions with the NMPA, FDA and/or other regulatory authorities. The NMPA, FDA and
other regulatory authorities could change their position on the acceptability of trial designs or
clinical endpoints, which could require us to complete additional clinical trials or impose
approval conditions that we do not currently expect. Successful completion of our clinical trials
is a prerequisite to submitting an NDA (or equivalent filing) to the NMPA, FDA and/or other
regulatory authorities for each drug candidate and, consequently, the ultimate approval and
commercial marketing of our drug candidates. A number of companies in the pharmaceutical
and biotechnology industries have suffered significant setbacks in advanced clinical trials due
to lack of efficacy or adverse safety profiles, notwithstanding promising results in earlier trials.
There are inherent uncertainties associated with development of our drug candidates. We do not
know whether the clinical trials for our drug candidates will begin or be completed on
schedule, if at all. Our future clinical trial results may not be favorable.

We may incur additional costs or experience delays in completing pre-clinical or clinical
trials, or ultimately be unable to complete the development and commercialization of our
products and drug candidates. You may lose all or part of your investment if we are
unable to successfully complete clinical development, obtain regulatory approval and
successfully commercialize our products and drug candidates.

We may experience delays in completing our pre-clinical or clinical trials, and numerous
unforeseen events could arise during, or as a result of, future clinical trials, which could delay
or prevent us from receiving regulatory approval, including:

. regulators or institutional review boards, or IRBs, or ethics committees may not
authorize us or our investigators to commence or conduct a clinical trial at a
prospective trial site;

. we may experience delays in reaching, or may fail to reach, agreement on acceptable
terms with prospective trial sites and prospective CROs who conduct clinical trials
on our behalf, the terms of which can be subject to extensive negotiation and may
vary significantly among different CROs and trial sites;

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

. the number of patients required for clinical trials of our products and drug
candidates may be larger than we anticipate, enrollment in these clinical trials may
be slower than we anticipate or participants may drop out of these clinical trials or
fail to return for post-treatment follow-up at a higher rate than we anticipate;

. third-party contractors used in our clinical trials may fail to comply with regulatory
requirements or meet their contractual obligations in a timely manner, or at all, or
may deviate from the clinical trial protocol or drop out of the trial, which may
require that we add new clinical trial sites or investigators;
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. the ability to conduct a companion diagnostic test to identify patients who are likely

to benefit from our products and drug candidates;

. we may elect to, or regulators, IRBs or ethics committees may require that we or our
investigators, suspend or terminate clinical research for various reasons, including
non-compliance with regulatory requirements or a finding that participants are being

exposed to unacceptable health risks;

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

anticipate;

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

. our products and drug candidates may have undesirable side effects or unexpected
characteristics, causing us or our investigators, regulators, IRBs or ethics
committees to suspend or terminate the trials, or reports may arise from pre-clinical
or clinical testing of other cancer therapies that raise safety or efficacy concerns
about our products and drug candidates.

We could encounter regulatory delays if a clinical trial is suspended or terminated by us
or, as applicable, the IRBs or the ethics committee of the institutions in which such trials are
being conducted, by the data safety monitoring board, which is an independent group of experts
that is formed to monitor clinical trials while ongoing, or by the NMPA, FDA or other
regulatory authorities. Such authorities may impose a suspension or termination due to a
number of factors, including: a failure to conduct the clinical trial in accordance with
regulatory requirements or the applicable clinical protocols, a failure to obtain the regulatory
approval and/or complete record filings with respect to the collection, preservation, use and
export of China’s human genetic resources, inspection of the clinical trial operations or trial
site by the NMPA, FDA or other regulatory authorities that results in the imposition of a
clinical hold, unforeseen safety issues or adverse side effects, failure to demonstrate a benefit
from using a drug, changes in governmental regulations or administrative actions or lack of
adequate funding to continue the clinical trial. Many of the factors that cause a delay in the
commencement or completion of clinical trials may also ultimately lead to the denial of
regulatory approval of our drug candidates. Further, the NMPA, FDA or other regulatory
authorities may disagree with our clinical trial design or our interpretation of data from clinical
trials, or may change the requirements for approval even after it has reviewed and commented
on the design for our clinical trials. You may lose all or part of your investment if we are unable
to successfully complete clinical development, obtain regulatory approval and successfully
commercialize our products and drug candidates.
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If we are required to conduct additional clinical trials or other testing of our products or
drug candidates beyond those that are currently contemplated, if we are unable to successfully
complete clinical trials of our products or drug candidates or other testing, if the results of
these trials or tests are not positive or are only modestly positive or if there are safety concerns,
we may:

. be delayed in obtaining regulatory approval for our products and drug candidates;

. not obtain regulatory approval at all;

. obtain approval for indications or patient populations that are not as broad as
intended or desired;

. be subject to post-marketing testing requirements;

. encounter difficulties obtaining or be unable to obtain reimbursement for use of our
products and drug candidates;

. be subject to restrictions on the distribution and/or commercialization of our
products and drug candidates; or

. have our products and drug candidates removed from the market after obtaining
regulatory approval.

Our product and drug development costs will also increase if we experience delays in
testing or regulatory approvals. We do not know whether any of our clinical trials will begin
as planned, will need to be restructured or will be completed on schedule, or at all. Significant
pre-clinical study or clinical trial delays also could allow our competitors to bring products to
market before we do and impair our ability to successfully commercialize our products and
drug candidates and may harm our business and results of operations. Any delays in our clinical
development programs may harm our business, financial condition and prospects significantly.

If we experience delays or difficulties in the enrollment of patients in clinical trials, the
progress of such clinical trials and our receipt of necessary regulatory approvals could be
delayed or prevented.

We may not be able to initiate or continue clinical trials for our products and drug
candidates if we are unable to locate and enroll a sufficient number of eligible patients to
participate in these trials as required by the NMPA, FDA or similar regulatory authorities. In
particular, we have designed many of our clinical trials, and expect to design future trials, to
include some patients with the applicable genomic mutation with a view to assessing possible
early evidence of potential therapeutic effect. Genomically defined diseases, however, may
have relatively low prevalence, and it may be difficult to identify patients with the applicable
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genomic mutation. The inability to enroll a sufficient number of patients with the applicable
genomic alteration or that meet other applicable criteria for our clinical trials would result in
significant delays and could require us to abandon one or more clinical trials altogether.

In addition, some of our competitors have ongoing clinical trials for products or drug
candidates that treat the same indications as our products or drug candidates, and patients who
would otherwise be eligible for our clinical trials may instead enroll in clinical trials of our
competitors’ products or drug candidates.

Patient enrollment may be affected by other factors including:

. the severity of the disease under investigation;

. the total size and nature of the relevant patient population;

. the design and eligibility criteria for the clinical trial in question;

. the availability of an appropriate genomic screening test;

. the perceived risks and benefits of the product or drug candidate under study;

o the efforts to facilitate timely enrollment in clinical trials;

. the patient referral practices of physicians;

. the availability of competing therapies also undergoing clinical trials;

. the ability to monitor patients adequately during and after treatment;

. the proximity and availability of clinical trial sites for prospective patients; and

. the occurrence of any pandemic, epidemic, including from the outbreak of

COVID-19, or any other public health crises, natural catastrophe or other disasters
may cause a delay in enrollment of patients in clinical trials.

_ 80—



RISK FACTORS

Our products and drug candidates may cause undesirable side effects that could delay or
prevent their regulatory approval, limit the commercial profile of an approved label, or
result in significant negative consequences following regulatory approval, if any.

Undesirable side effects caused by our products or drug candidates could cause us to
interrupt, delay or halt clinical trials or could cause regulatory authorities to interrupt, delay
or halt our clinical trials and could result in a more restrictive label or the delay or denial of
regulatory approval by the NMPA, FDA or other regulatory authorities. In particular, as is the
case with all oncology products and drugs, it is likely that there may be side effects, such as
fatigue, nausea and low blood cell levels, associated with the use of certain of our oncology
products or drug candidates. For example, the known adverse events for ZEJULA include
thrombocytopenia, anemia and neutropenia and for brivanib (ZL-2301), the known adverse
events include hyponatremia, AST elevation, fatigue, hand-foot skin reaction and hypertension.
The results of our products’ or drug candidates’ trials could reveal a high and unacceptable
severity and prevalence of these or other side effects. In such an event, trials of our products
or drug candidates could be suspended or terminated and the NMPA, FDA or comparable
regulatory authorities could order us to cease further development of or deny approval of our
products or drug candidates for any or all targeted indications. The drug-related side effects
could affect patient recruitment or the ability of enrolled patients to complete the trial or result
in potential product liability claims. Any of these occurrences may harm our business, financial
condition and prospects significantly.

Additionally, our products and drug candidates could cause undesirable side effects
related to off-target toxicity. For example, many of the currently approved PARP inhibitors
have been associated with off-target toxicities. Many compounds that initially showed promise
in early stage testing for treating cancer have later been found to cause side effects that

prevented further development of the compound.

Clinical trials assess a sample of the potential patient population. With a limited number
of patients and duration of exposure, rare and severe side effects of our products or drug
candidates may only be uncovered with a significantly larger number of patients exposed to the
drug candidate. Even after a product or drug candidate receives regulatory approval, if we, our
partners or others identify undesirable side effects caused by such drug candidates (or any other
similar drugs) after such approval, a number of potentially significant negative consequences
could result, including:

. the NMPA, FDA or other comparable regulatory authorities may withdraw or limit
their approval of such products or drug candidates;

. the NMPA, FDA or other comparable regulatory authorities may require the addition
of labeling statements, such as a “boxed” warning or a contra-indication;
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. we may be required to create a medication guide outlining the risks of such side

effects for distribution to patients;

. we may be required to change the way such products or drug candidates are
distributed or administered, conduct additional clinical trials or change the labeling
of our products or drug candidates;

. the NMPA, FDA or other comparable regulatory authorities may require a Risk
Evaluation and Mitigation Strategy, or REMS (or analogous requirement), plan to
mitigate risks, which could include medication guides, physician communication
plans, or elements to assure safe use, such as restricted distribution methods, patient
registries and other risk minimization tools;

. we may be subject to regulatory investigations and government enforcement actions;

. we may decide to remove such products or drug candidates from the marketplace;

. we could be sued and held liable for injury caused to individuals exposed to or
taking our products or drug candidates; and

. our reputation may suffer.

Any of these events could prevent us from achieving or maintaining market acceptance
of the affected products or drug candidates and could substantially increase the costs of
commercializing our products and drug candidates, if approved, and significantly impact our

ability to successfully commercialize our products and drug candidates and generate revenue.

If we are unable to obtain NMPA approval for our products and drug candidates to be
eligible for an expedited registration pathway, the time and cost we incur to obtain
regulatory approvals may increase. Even if we receive Category 1 drug designation, it
may not lead to a faster development, review or approval process.

The NMPA categorizes innovative drug applications as Category 1, provided such drug
has a new and clearly defined structure, pharmacological property and apparent clinical value
and has not been marketed anywhere in the world. Such innovative drugs will be attributed to
Category 1 for their clinical trial application, or CTA, and NDA applications. Our CTAs for
ZEJULA and omadacycline (ZL-2401) were approved as Category 1 drugs by the NMPA. A
Category 1 designation by the NMPA may not be granted for any of our other drug candidates
that will not be first approved in China or, if granted, such designation may not lead to faster
development or regulatory review or approval process. Moreover, a Category 1 designation
does not increase the likelihood that our product or drug candidates will receive regulatory
approval. Optune is a medical device and does not follow the NMPA drug categorization.
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Furthermore, despite positive regulatory changes introduced since 2015 which
significantly accelerated time to market for innovative drugs, the regulatory process in China
is still relatively ambiguous and unpredictable. The NMPA might require us to change our
planned clinical study design or otherwise spend additional resources and effort to obtain
approval of our drug candidates. In addition, policy changes may contain significant limitations
related to use restrictions for certain age groups, warnings, precautions or contraindications, or
may be subject to burdensome post-approval study or risk management requirements. If we are
unable to obtain regulatory approval for our drug candidates in one or more jurisdictions, or
any approval contains significant limitations, we may not be able to obtain sufficient funding
or generate sufficient revenue to continue the development of our drug candidates or any other
drug candidate that we may in-license, acquire or develop in the future.

Even if we receive regulatory approval for our products or any drug candidates, we will
be subject to ongoing obligations and continued regulatory review, which may result in
significant additional expense, and if we fail to comply with ongoing regulatory
requirements or experience any unanticipated problems with any of our products or drug
candidates, we may be subject to penalties.

Even after obtaining regulatory approval, our products and drug candidates will be
subject to, among other things, ongoing regulatory requirements governing the labeling,
packaging, promotion, recordkeeping, data management and submission of safety, efficacy and
other post-market information. These requirements include submissions of safety and other
post-marketing information and reports, registration, and continued compliance with cGMPs
and GCPs. For example, ZEJULA and Optune will continue to be subject to post-approval
development and regulatory requirements, which may limit how they are manufactured and
marketed, and could materially impair our ability to generate revenue. As such, we and our
partners and any of our and their respective contract manufacturers will be subject to ongoing
review and periodic inspections to assess compliance with applicable post-approval
regulations. Additionally, to the extent we want to make certain changes to the approved
products, product labeling, or manufacturing processes, we will need to submit new
applications or supplements to the Hong Kong Department of Health and the NMPA and obtain
the agencies’ approval.
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Additionally, any additional regulatory approvals that we receive for our products or drug
candidates may also be subject to limitations on the approved indicated uses for which the
products or drug may be marketed or to the conditions of approval, or contain requirements for
potentially costly post-marketing testing, including Phase IV studies for the surveillance and

monitoring the safety and efficacy of the products or drug.

In addition, once a product or drug is approved by the NMPA, FDA or a comparable
regulatory authority for marketing, it is possible that there could be a subsequent discovery of
previously unknown problems with the product or drug, including problems with third-party
manufacturers or manufacturing processes, or failure to comply with regulatory requirements.
If any of the foregoing occurs with respect to our products or drug products, it may result in,
among other things:

. restrictions on the marketing or manufacturing of the product or drug, withdrawal of
the product or drug from the market, or voluntary or mandatory product or drug

recalls;
. fines, warning letters or holds on clinical trials;
. refusal by the NMPA, FDA or comparable regulatory authority to approve pending

applications or supplements to approved applications filed by us, or suspension or
revocation of product or drug license approvals;

. drug seizure or detention, or refusal to permit the import or export of the product or
drug; and
. injunctions or the imposition of civil, administrative or criminal penalties.

Any government investigation of alleged violations of law could require us to expend
significant time and resources and could generate negative publicity. Moreover, regulatory
policies may change or additional government regulations may be enacted that could prevent,
limit or delay regulatory approval of our products or drug candidates. If we are not able to
maintain regulatory compliance, regulatory approval that has been obtained may be lost and we
may not achieve or sustain profitability, which may harm our business, financial condition and
prospects significantly.
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The incidence and prevalence for target patient populations of our products and drug
candidates are based on estimates and third-party sources. If the market opportunities for
our products and drug candidates are smaller than we estimate or if any approval that we
obtain is based on a narrower definition of the patient population, our revenue and ability
to achieve profitability might be materially and adversely affected.

Periodically, we make estimates regarding the incidence and prevalence of target patient
populations for particular diseases based on various third-party sources and internally
generated analysis and use such estimates in making decisions regarding our product and drug
development strategy, including acquiring or in-licensing products or drug candidates and
determining indications on which to focus in pre-clinical or clinical trials.

These estimates may be inaccurate or based on imprecise data. For example, the total
addressable market opportunity will depend on, among other things, their acceptance by the
medical community and patient access, product and drug pricing and reimbursement. The
number of patients in the addressable markets may turn out to be lower than expected, patients
may not be otherwise amenable to treatment with our products or drugs, or new patients may
become increasingly difficult to identify or gain access to, all of which may significantly harm
our business, financial condition, results of operations and prospects.

The recent restructure of the drug regulatory authorities may delay approval of our
products or drug candidates.

On March 17, 2018, China’s highest legislative body, the National People’s Congress,
approved a sweeping government restructuring plan. This is generally considered to be the
most comprehensive government restructuring that China has undertaken since its “Open
Door” policy in the late 1970s. As part of the new plan, China has established a State
Administration for Market Regulation, or SAMR, which merges and undertakes the
responsibilities previously held by the China State Food and Drug Administration, or SFDA,
the State Administration for Industry and Commerce, or SAIC, General Administration of
Quality Supervision, Inspection and Quarantine, or AQSIQ, price supervision and antitrust
enforcement responsibilities previously held by the National Development and Reform
Commission, or NDRC, the antitrust enforcement responsibilities previously held by the
Ministry of Commerce, or MOFCOM, and the Antimonopoly and Anti-Unfair Competition
Bureau of State Council, as well as the responsibilities previously held by the Certification and
Accreditation Administration, or CAC, and the Standardization Administration of China, or
SAC.

The new NMPA reports to the SAMR, is responsible for the review and approval of drugs,
medical devices and cosmetics, and maintains its own branches at the provincial level and
leave the post-approval enforcement authorities at the local level to the consolidated SAMR

branches.
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Although the NMPA is fully functional as of 2019 and the restructuring at the state,
municipal and county level authorities has been mostly completed as of July 2019, there could
still be delays in the NMPA’s implementation of the new reform initiatives and disruption in
the NMPA’s routine operations due to personnel reshuffling post-restructuring.

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

We are highly dependent on the expertise of the members of our research and
development team, as well as the other principal members of our management, including
Samantha Du, our founder, Chairwoman and Chief Executive Officer. Although we have
entered into employment letter agreements with our executive officers, each of them may
terminate their employment with us at any time with one months’ prior written notice. We do

not maintain “key person” insurance for any of our executives or other employees.

Recruiting and retaining qualified management, scientific, clinical, manufacturing and
sales and marketing personnel will also be critical to our success. The loss of the services of
certain of our executive officers or other key employees could impede the achievement of our
research, development and commercialization objectives and seriously harm our ability to
successfully implement our business strategy. Furthermore, replacing certain of our executive
officers and key employees may be difficult and may take an extended period of time because
of the limited number of individuals in our industry with the breadth of skills and experience
required to successfully develop, gain regulatory approval of and commercialize drugs.
Competition to hire from this limited pool is intense, and we may be unable to hire, train, retain
or motivate these key personnel on acceptable terms given the competition among numerous
pharmaceutical and biotechnology companies for similar personnel. We also experience
competition for the hiring of scientific and clinical personnel from universities and research
institutions. In addition, our management will be required to devote significant time to new
compliance initiatives from our status as both a U.S. public company and a Hong Kong public
company, which may require us to recruit more management personnel. Failure to succeed in

clinical trials may make it more challenging to recruit and retain qualified scientific personnel.

We will need to increase the size and capabilities of our organization, and we may
experience difficulties in managing our growth.

We expect to experience significant growth in the number of our employees and
consultants and the scope of our operations, particularly in the areas of drug development, drug
commercialization, regulatory affairs and business development. To manage our anticipated
future growth, we must continue to implement and improve our managerial, operational and
financial systems, expand our facilities and continue to recruit and train additional qualified
personnel. Due to our limited financial resources and the limited experience of our
management team in managing a company with such anticipated growth, we may not be able
to effectively manage the expansion of our operations or recruit and train additional qualified

— 86 —



RISK FACTORS

personnel. The expansion of our operations may lead to significant costs and may divert our
management and business development resources. Any inability to manage growth could delay
the execution of our business plans or disrupt our operations, and have a materially adverse
effect on our business.

In addition to in-licensing or acquiring drug candidates, we may engage in future business
acquisitions that could disrupt our business, cause dilution to the holders of our Shares
and/or ADSs and harm our financial condition and operating results.

We have, from time to time, evaluated partnership opportunities or investments and may,
in the future, make acquisitions of, or investments in, companies that we believe have products
or capabilities that are a strategic or commercial fit with our current drug candidates and
business or otherwise offer opportunities for our company. In connection with these
acquisitions or investments, we may:

. issue stock that would dilute the percentage of ownership of the holders of our
Shares and/or ADSs;

. incur debt and assume liabilities; and

. incur amortization expenses related to intangible assets or incur large and immediate
write-offs.

We also may be unable to find suitable acquisition candidates and we may not be able to
complete partnership opportunities or investments on favorable terms, if at all. If we do enter
into partnership opportunities or investments, we cannot assure you that it will ultimately
strengthen our competitive position or that it will not be viewed negatively by customers,
financial markets or investors. Further, future partnership opportunities or investments could

also pose numerous additional risks to our operations, including:

. problems integrating the purchased business, products or technologies;

. increases to our expenses;

. the failure to have discovered undisclosed liabilities of the acquired asset or
company;

. diversion of management’s attention from their day-to-day responsibilities;

. harm to our operating results or financial condition;

. entrance into markets in which we have limited or no prior experience; and

. potential loss of key employees, particularly those of the acquired entity.
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We may not be able to complete one or more partnership opportunities or investments or
effectively integrate the operations, products or personnel gained through any such partnership
opportunities or investments without a material adverse effect on our business, financial
condition and results of operations.

We may need to significantly concede on prices for ZEJULA, Optune or our other drug
candidates and devices for which we may receive regulatory approval in China and face
uncertainty of reimbursement, which could diminish our sales or affect our profitability.

The regulations that govern pricing and reimbursement for pharmaceutical drugs and
devices vary widely from country to country. In China, the newly created National Healthcare
Security Administration, or NHSA, an agency responsible for administering China’s social
security system, organized a price negotiation with drug companies for 119 new drugs that had
not been included in the National Reimbursable Drug List, or the NRDL, at the time of the
negotiation in November 2019, which resulted in an average price reduction by over 60% for
70 of the 119 drugs that passed the negotiation. NHSA, together with other government
authorities, review the inclusion or removal of drugs from the NRDL regularly, and the tier
under which a drug or device will be classified, both of which affect the amounts reimbursable
to program participants for their purchases of those drugs. These determinations are made
based on a number of factors, including price and efficacy. In November 2019, the NRDL was
expanded to include 70 new drugs.

We may also be invited to attend the price negotiation with NHSA upon receiving
regulatory approval in China, but we will likely need to significantly reduce our prices, and to
negotiate with each of the provincial healthcare security administrations on reimbursement
ratios. If we were to successfully launch commercial sales of our oncology-based product and
drug candidates, our revenue from such sales is largely expected to be self-paid by patients,
which may make our drug candidates and devices less desirable. On the other hand, if the
NHSA or any of its local counterpart includes our drugs and devices in the NRDL, which may
increase the demand for our drug candidates and devices, our potential revenue from the sales
of our drug candidates, if and when approved, and devices may still decrease as a result of
lower prices. Eligibility for reimbursement in China does not imply that any drug or device will
be paid for in all cases or at a rate that covers our costs, including licensing fees, research,
development, manufacture, sale and distribution.

Moreover, the centralized tender process can create pricing pressure among substitute
products or products that are perceived to be substitute products, and we cannot assure you that
our drug price would not be adversely affected. Also, the two-invoice system might lead to a
decrease in the price of our products. For details, please refer to “Regulatory Environment —
Coverage and Reimbursement — PRC Coverage and Reimbursement — Price Control and
Two-invoice System.”
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Companies in China that manufacture or sell drugs and medical devices are required to
comply with extensive regulations and hold a number of permits and licenses to carry on
their business. Qur ability to obtain and maintain these regulatory approvals is uncertain,
and future government regulation may place additional burdens on our efforts to
commercialize our drug candidates.

The life sciences industry in China is subject to extensive government regulation and
supervision. The regulatory framework addresses all aspects of operating in the pharmaceutical
industry, including approval, registration, production, distribution, packaging, labelling,
storage and shipment, advertising, licensing and certification requirements and procedures,
periodic renewal and reassessment processes, registration of new products and environmental
protection. Violation of applicable laws and regulations may materially and adversely affect
our business. In order to manufacture and distribute drug and medical device products in China,

we are required to:

. obtain a manufacturing permit for each production facility from the NMPA and its
relevant branches for the manufacture of drug and device products;

. obtain a marketing authorization, which includes an approval number, from the
NMPA for each drug or device manufactured by us;

. obtain a pharmaceutical operation permit (or record filing) from the NMPA and its
relevant branches; and

. renew the manufacturing permits, the distribution permits (or record-filing) and
marketing authorizations every five years, among other requirements.

If we are unable to obtain or renew such permits or any other permits or licenses required
for our operations, will not be able to engage in the commercialization, manufacture and
distribution of our products and drug candidates and our business may be adversely affected.

The regulatory framework governing the pharmaceutical industry in China is subject to
change and amendment from time to time. Any such change or amendment could materially
and adversely impact our business, financial condition and prospects. China government has
introduced various reforms to the Chinese healthcare system in recent years and may continue
to do so, with an overall objective to expand basic medical insurance coverage and improve the
quality and reliability of healthcare services without incurring significant fiscal burden. The
specific regulatory changes under the reform still remain uncertain. The implementing
measures to be issued may not be sufficiently effective to achieve the stated goals, and as a
result, we may not be able to benefit from such reform to the level we expect, if at all.
Moreover, the reform could give rise to regulatory developments, such as more burdensome

administrative procedures, which may have an adverse effect on our business and prospects.
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For further information regarding government regulation in China and other jurisdictions,
see “Regulatory Environment — PRC Regulation of Pharmaceutical Product Development and
Approval,” “Regulatory Environment — Coverage and Reimbursement” and “Regulatory
Environment — Other Healthcare Laws.”

Product liability claims or lawsuits could cause us to incur substantial liabilities.

We face an inherent risk of product liability exposure related to the use of our products
and drug candidates in clinical trials or any products or drug candidates we may decide to
commercialize and manufacture. If we cannot successfully defend against claims that the use
of such products or drug candidates in our clinical trials or any products that we procure from
third-party manufacturers, or that we may choose to manufacture at our production facilities in
the future, including any of our products or drug candidates which receive regulatory approval,
caused injuries, we could incur substantial liabilities. Regardless of merit or eventual outcome,

liability claims may result in:

. significant negative media attention and reputational damage;

. withdrawal of clinical trial participants and inability to continue clinical trials;

. significant costs to defend the related litigation;

. substantial monetary awards to trial participants or patients;

. the inability to commercialize any products or drug candidates that we may develop;

. initiation of investigations by regulators;

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

. a decline in the market price of our Shares and/or ADSs.

Any litigation might result in substantial costs and diversion of resources. While we
maintain liability insurance for certain clinical trials (which covers the patient human clinical
trial liabilities including, among others, bodily injury), product liability insurance to cover our
product liability claims and general liability insurance to cover other commercial liability
claims, these insurances may not fully cover our potential liabilities. Additionally, inability to

obtain sufficient insurance coverage at an acceptable cost could prevent or inhibit the

successful commercialization of products or drugs we develop, alone or with our collaborators.
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The research and development projects under our internal discovery programs are at an
early stage of development. As a result, we are unable to predict if or when we will
successfully develop or commercialize any drug candidates under such programs.

Our internal discovery programs are at an early stage of development and will require
significant investment and regulatory approvals prior to commercialization. Each of our drug
candidates will require additional clinical and pre-clinical development, management of
clinical, pre-clinical and manufacturing activities, obtaining regulatory approval, obtaining
manufacturing supply, building of a commercial organization, substantial investment and
significant marketing efforts before they generate any revenue from product sales. We are not
permitted to market or promote any of our drug candidates before we receive regulatory
approval from the NMPA, the FDA or comparable regulatory authorities, and we may never
receive such regulatory approval for any such drug candidates.

We cannot be certain that clinical development of any drug candidates from our internal
discovery programs will be successful or that we will obtain regulatory approval or be able to
successfully commercialize any of our drug candidates and generate revenue. Success in
pre-clinical testing does not ensure that clinical trials will be successful, and the clinical trial
process may fail to demonstrate that our drug candidates are safe and effective for their
proposed uses. Any such failure could cause us to abandon further development of any one or
more of our drug candidates and may delay development of other drug candidates. Any delay
in, or termination of, our clinical trials will delay and possibly preclude the filing of any NDAs
with the NMPA, the FDA or comparable regulatory authorities and, ultimately, our ability to
commercialize our drug candidates and generate product revenue.

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

In 2017, we built a small molecule facility capable of supporting clinical and commercial
production, and in 2018, we built a large molecule facility in Suzhou, China using GE
Healthcare FlexFactory platform technology capable of supporting clinical production of our
drug candidates. We intend to rely on these facilities for the manufacture of clinical and
commercial supply of some of our products or drug candidates. Prior to being permitted to sell
any products or drugs produced at these facilities, the facilities will need to be inspected and
approved by regulatory authorities. If either facility is not approved by regulators or is
damaged or destroyed, or otherwise subject to disruption, it would require substantial lead-time
to replace our manufacturing capabilities. In such event, we would be forced to identify and
rely partially or entirely on third-party contract manufacturers for an indefinite period of time.
Any new facility needed to replace an existing production facility would need to comply with
the necessary regulatory requirements and be tailored to our production requirements and
processes. We also would need regulatory approvals before using any products or drugs
manufactured at a new facility in clinical trials or selling any products or drugs that are
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ultimately approved. Any disruptions or delays at our facility or its failure to meet regulatory
compliance would impair our ability to develop and commercialize our products or drug
candidates, which would adversely affect our business and results of operations.

We may become involved in lawsuits to protect or enforce our intellectual property.

Competitors may infringe our patent rights or misappropriate or otherwise violate our
intellectual property rights. If we are unable to protect our intellectual property, our
competitors could use our intellectual property to market offerings similar to ours and we may
not be able to compete effectively. Moreover, others may independently develop technologies
that are competitive to ours or infringe on our intellectual property. To counter infringement
or unauthorized use, litigation may be necessary in the future to enforce or defend our
intellectual property rights, to protect our trade secrets or to determine the validity and scope
of our own intellectual property rights or the proprietary rights of others. This can be expensive
and time consuming. Any claims that we assert against perceived infringers could also provoke
these parties to assert counterclaims against us alleging that we infringe their intellectual
property rights. We may not be able to prevent third parties from infringing upon or
misappropriating our intellectual property, particularly in countries where the laws may not
protect intellectual property rights as fully as in the United States. An adverse result in any
litigation proceeding could put our patent, as well as any patents that may issue in the future
from our pending patent applications, at risk of being invalidated, held unenforceable or
interpreted narrowly. Furthermore, because of the substantial amount of discovery required in
connection with intellectual property litigation, there is a risk that some of our confidential
information could be compromised by disclosure during this type of litigation.

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

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

development programs and our business operations.

The data privacy regime in China and in the United States are evolving and there may be
more stringent compliance requirements for the collection, processing, use, and transfer of
personal information and important data. In the ordinary course of our business, we collect and
store sensitive data, including, among other things, legally protected patient health
information, personally identifiable information about our employees, intellectual property,
and proprietary business information. We manage and maintain our applications and data
utilizing on-site systems and outsourced vendors. These applications and data encompass a
wide variety of business critical information including research and development information,
commercial information and business and financial information. Because information systems,
networks and other technologies are critical to many of our operating activities, shutdowns or
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service disruptions at our company or vendors that provide information systems, networks, or
other services to us pose increasing risks. Such disruptions may be caused by events such as
computer hacking, phishing attacks, ransomware, dissemination of computer viruses, worms
and other destructive or disruptive software, denial of service attacks and other malicious
activity, as well as power outages, natural disasters (including extreme weather), terrorist
attacks or other similar events. Such events could have an adverse impact on us and our
business, including loss of data and damage to equipment and data. In addition, system
redundancy may be ineffective or inadequate, and our disaster recovery planning may not be
sufficient to cover all eventualities. Significant events could result in a disruption of our
operations, damage to our reputation or a loss of revenues, and invite regulator’s scrutiny. In
addition, we may not have adequate insurance coverage to compensate for any losses
associated with such events.

We could be subject to risks caused by misappropriation, misuse, leakage, falsification or
intentional or accidental release or loss of information maintained in the information systems
and networks of our company and our vendors, including personal information of our
employees and patients, and company and vendor confidential data. In addition, outside parties
may attempt to penetrate our systems or those of our vendors or fraudulently induce our
personnel or the personnel of our vendors to disclose sensitive information in order to gain
access to our data and/or systems. Like other companies, we may experience threats to our data
and systems, including malicious codes and viruses, phishing, and other cyber-attacks. The
number and complexity of these threats continue to increase over time. If a material breach of
our information technology systems or those of our vendors occurs, the market perception of
the effectiveness of our security measures could be harmed and our reputation and credibility
could be damaged. We could be required to expend significant amounts of money and other
resources to repair or replace information systems or networks. Although we develop and
maintain systems and controls designed to prevent these events from occurring, and we have
a process to identify and mitigate threats, the development and maintenance of these systems,
controls and processes is costly and requires ongoing monitoring and updating as technologies
change and efforts to overcome security measures become increasingly sophisticated.
Moreover, despite our efforts, the possibility of these events occurring cannot be eliminated
entirely. As we outsource more of our information systems to vendors, engage in more
electronic transactions with payors and patients, and rely more on cloud-based information
systems, the related security risks will increase and we will need to expend additional resources

to protect our technology and information systems.
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We are subject to laws and government regulations relating to privacy and data
protection that have required us to modify certain of our policies and procedures with
respect to the collection and processing of personal data, and future laws and regulations
may cause us to incur additional expenses or otherwise limit our ability to collect and
process personal data.

We may be subject to data privacy and security laws in the various jurisdictions in which
we operate, obtain or store personally identifiable information. The legislative and regulatory
landscape for privacy and data protection continues to evolve, and there has been an increasing

focus on privacy and data protection issues with the potential to affect our business.

Within the United States, there are numerous federal and state laws and regulations
related to the privacy and security of personal information. For example, at the federal level,
our operations may be affected by the Health Insurance Portability and Accountability Act of
1996 as amended by the Health Information Technology for Economic and Clinical Health Act
and its implementing regulations, collectively, HIPAA, which impose obligations on certain
“covered entities” and their “business associates” with respect to the privacy and security and
transmission of individually identifiable health information. Although we believe that we are
not currently directly subject to HIPAA, HIPAA affects the ability of health care providers and
other entities with which we may interact to disclose patient health information to us. As
another example, at the state level, we are subject to the California Consumer Privacy Act, or
CCPA, that became effective on January 1, 2020 and has been enforced by the California
Attorney General since July 1, 2020. The CCPA gives California consumers (defined to include
all California residents) certain rights, including the right to ask companies to disclose details
about the personal information they collect, as well as other rights such as the right to ask
companies to delete a consumer’s personal information and opt out of the sale of personal
information.

Numerous other jurisdictions regulate the privacy and security of personally identifiable
data. For example, the General Data Protection Regulation, or GDPR, imposes obligations on
companies that operate in our industry with respect to the processing of personal data collected
in relation to an establishment located in the European Economic Area (EEA) or in connection
with the offering goods and services to individuals located in the EEA or monitoring the
behavior of individuals located in the EEA. GDPR imposes onerous accountability obligations
requiring data controllers and processors to maintain a record of their data processing and
policies. If we or our service providers fail to comply with any applicable GDPR requirements,
we may be subject to litigation, regulatory investigations, enforcement notices requiring us to
change the way we use personal data and/or fines of up to 20 million Euros or up to 4% of the
total worldwide annual turnover of the preceding financial year, whichever is higher, as well
as compensation claims by affected individuals, negative publicity, reputational harm and a
potential loss of business and goodwill. GDPR additionally places restrictions on the
cross-border transfer of personal data from the EEA to countries that have not been found by
the European Commission to offer adequate data protection legislation, such as the People’s
Republic of China and the United States. In July 2020, the Court of Justice of the European
Union (“CJEU”) invalidated the EU-U.S. Privacy Shield framework, one of the mechanisms
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used to legitimize the transfer of personal data from the EEA to the U.S. The CJEU decision
also drew into question the long-term viability of an alternative means of data transfer, the
standard contractual clauses, for transfers of personal data from the EEA to the U.S. This CJEU
decision may lead to increased scrutiny on data transfers from the EEA to the U.S. generally
and increase our costs of compliance with data privacy legislation. For further information
regarding data privacy regulations in China, see “Regulatory Environment — PRC Regulation
of Pharmaceutical Product Development and Approval — Data Privacy and Data Protection” of

this prospectus.

We could be subject to regulatory actions and/or claims made by individuals and groups
in private litigation involving privacy issues related to data collection and use practices and
other data privacy laws and regulations, including claims under the laws described, as well as
for alleged unfair or deceptive practices. If our operations are found to be in violation of any
of the privacy laws, rules or regulations that apply to us, we could be subject to penalties,
including civil penalties, damages, injunctive relief, and other penalties, which could adversely
affect our ability to operate our business and our financial results. We will continue to review
these and all future privacy and other laws and regulations to assess whether additional
procedural safeguards are warranted, which may cause us to incur additional expenses or
otherwise limit our ability to collect and process personal data.

RISKS RELATED TO DOING BUSINESS IN CHINA

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

We are subject to numerous environmental, health and safety laws and regulations,
including those governing laboratory procedures and the handling, use, storage, treatment and
disposal of hazardous materials and wastes. Our operations primarily occur in China and
involve the use of hazardous materials, including chemical materials. Our operations also
produce hazardous waste products. We are therefore subject to PRC laws and regulations
concerning the discharge of waste water, gaseous waste and solid waste during our processes
of research and development of drugs. We engage competent third party contractors for the
transfer and disposal of these materials and wastes. We may not at all times comply fully with
environmental regulations. Any violation of these regulations may result in substantial fines,
criminal sanctions, revocations of operating permits, shutdown of our facilities and obligation
to take corrective measures. We cannot completely eliminate the risk of contamination or injury
from these materials and wastes. In the event of contamination or injury resulting from the use
or discharge of hazardous materials, we could be held liable for any resulting damages, and any
liability could exceed our resources. We also could incur significant costs associated with civil,
administrative or criminal fines and penalties.

Although we maintain workers’ compensation insurance to cover costs and expenses
incurred due to on-the-job injuries to our employees, such insurance may not provide adequate
coverage against potential liabilities. Furthermore, China government may take steps towards
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the adoption of more stringent environmental regulations. Due to the possibility of
unanticipated regulatory or other developments, the amount and timing of future environmental
expenditures may vary substantially from those currently anticipated. If there is any
unanticipated change in the environmental regulations, we may need to incur substantial capital
expenditures to install, replace, upgrade or supplement our manufacturing facility and
equipment or make operational changes to limit any adverse impact or potential adverse impact
on the environment in order to comply with new environmental protection laws and
regulations. If such costs become prohibitively expensive, we may be forced to cease certain
aspects of our business operations.

China’s economic, political and social conditions, as well as governmental policies, could
affect the business environment and financial markets in China, our ability to operate our
business, our liquidity and our access to capital.

Substantially all of our operations are conducted in China. Accordingly, our business,
results of operations, financial condition and prospects may be influenced to a significant
degree by economic, political, legal and social conditions in China as well as China’s
economic, political, legal and social conditions in relation to the rest of the world. China’s
economy differs from the economies of developed countries in many respects, including with
respect to the amount of government involvement, level of development, growth rate, control
of foreign exchange and allocation of resources. While China’s economy has experienced
significant growth over the past 40 years, growth has been uneven across different regions and
among various economic sectors of China. China’s government has implemented various
measures to encourage economic development and guide the allocation of resources. Some of
these measures may benefit the overall economy in China, but may have a negative effect on
us. For example, our financial condition and results of operations may be adversely affected by
government control over capital investments or changes in tax regulations that are currently
applicable to us. In addition, in the past, China’s government implemented certain measures,
including interest rate increases, to control the pace of economic growth. These measures may
cause decreased economic activity in China, which may adversely affect our business and
results of operation. More generally, if the business environment in China deteriorates from the
perspective of domestic or international investment, our business in China may also be
adversely affected.

Uncertainties with respect to Chinese legal system and changes in laws, regulations and
policies in China could materially and adversely affect us.

We conduct our business primarily through our subsidiaries in China. PRC laws and
regulations govern our operations in China. Our subsidiaries are generally subject to laws and
regulations applicable to foreign investments in China, which may not sufficiently cover all of
the aspects of our economic activities in China. In addition, the implementation of laws and
regulations may be in part based on government policies and internal rules that are subject to
the interpretation and discretion of different government agencies (some of which are not
published on a timely basis or at all) that may have a retroactive effect. As a result, we may
not always be aware of any potential violation of these policies and rules. Such unpredictability
regarding our contractual, property and procedural rights could adversely affect our business
and impede our ability to continue our operations. Furthermore, since PRC administrative and
court authorities have significant discretion in interpreting and implementing statutory and
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contractual terms, it may be more difficult to evaluate the outcome of administrative and court
proceedings and the level of legal protection we enjoy than in more developed legal systems.
These uncertainties could materially and adversely affect our business and results of
operations.

In January 2015, the Ministry of Commerce of China, or the MOFCOM, published a
discussion draft of the proposed Foreign Investment Law. The Foreign Investment Law passed
the legislative review in March 2019, and came into effect on January 1, 2020. Foreign-
invested entities will enjoy national treatment in industry sectors that are not prohibited or
restricted from foreign investment. The Foreign Investment Law imposes information reporting
requirements on foreign investors and the applicable foreign invested entities. Non-compliance
with the reporting requirements will result in corrective orders and fines between RMB 100,000
to 500,000. The Foreign Investment Law reinforces the duties of government authorities to
protect intellectual property rights and trade secrets of foreign-investment entities.
Government authorities cannot compel technology transfer by administrative means, reveal or
provide trade secrets of foreign-invested entities to third parties. Last but not least, the Foreign
Investment Law calls for the establishment of a foreign investment security review mechanism,
details of which will be further developed by the Chinese government.

In addition, any administrative and court proceedings in China may be protracted,
resulting in substantial costs and diversion of resources and management attention.

We may be exposed to liabilities under the U.S. Foreign Corrupt Practices Act, or FCPA,
and Chinese anti-corruption laws, and any determination that we have violated these laws
could have a material adverse effect on our business or our reputation.

We are subject to the FCPA. The FCPA generally prohibits us from making improper
payments to non-U.S. officials for the purpose of obtaining or retaining business. We are also
subject to the anti-bribery laws of other jurisdictions, particularly China. As our business
continues to expand, the applicability of the FCPA and other anti-bribery laws to our operations
will continue to increase. Our procedures and controls to monitor anti-bribery compliance may
fail to protect us from reckless or criminal acts committed by our employees or agents. If we,
due to either our own deliberate or inadvertent acts or those of others, fail to comply with
applicable anti-bribery laws, our reputation could be harmed and we could incur criminal or
civil penalties, other sanctions and/or significant expenses, which could have a material
adverse effect on our business, including our financial condition, results of operations, cash
flows and prospects.
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Restrictions on currency exchange may limit our ability to receive and use financing in
foreign currencies effectively.

Our PRC subsidiaries’ ability to obtain foreign exchange is subject to significant foreign
exchange controls and, in the case of transactions under the capital account, requires the
approval of and/or registration with PRC government authorities, including the state
administration of foreign exchange, or SAFE. In particular, if we finance our PRC subsidiaries
by means of foreign debt from us or other foreign lenders, the amount is not allowed to, among
other things, exceed the statutory limits and such loans must be registered with the local
counterpart of the SAFE. If we finance our PRC subsidiaries by means of additional capital
contributions, these capital contributions are subject to registration with the State
Administration for Market Regulation or its local branch, reporting of foreign investment
information with the PRC Ministry of Commerce, or registration with other governmental
authorities in China.

In the light of the various requirements imposed by PRC regulations on loans to, and
direct investment in, PRC entities by offshore holding companies, we cannot assure you that
we will be able to complete the necessary government formalities or obtain the necessary
government approvals on timely basis, if at all, with respect to future loans or capital
contributions by us to our PRC subsidiaries. If we fail to complete such registrations or obtain
such approval, our ability to capitalize or otherwise fund our PRC operations may be
negatively affected, which could materially and adversely affect our liquidity and our ability

to fund and expand our business.

PRC regulations relating to the establishment of offshore special purpose companies by
PRC residents may subject our PRC resident beneficial owners or our wholly foreign-
owned subsidiaries in China to liability or penalties, limit our ability to inject capital into
these subsidiaries, limit these subsidiaries’ ability to increase their registered capital or
distribute profits to us, or may otherwise adversely affect us.

In 2014, SAFE promulgated the Circular on Relevant Issues Concerning Foreign
Exchange Control on Domestic Residents’ Offshore Investment and Financing and Roundtrip
Investment through Special Purpose Vehicles ( «[H 54/ i HH = B s 55 1A Joa B 4 48 ek H (1)
N B AN R G FORFE G SN A A B S RE A8 A1) ), or SAFE Circular 37. SAFE Circular
37 requires PRC residents to register with local branches of SAFE in connection with their
direct establishment or indirect control of an offshore entity, for the purpose of overseas
investment and financing, with such PRC residents’ legally owned assets or equity interests in
domestic enterprises or offshore assets or interests, referred to in SAFE Circular 37 as a
“special purpose vehicle.” The term “control” under SAFE Circular 37 is broadly defined as
the operation rights, beneficiary rights or decision-making rights acquired by the PRC residents
in the offshore special purpose vehicles or PRC companies by such means as acquisition, trust,
proxy, voting rights, repurchase, convertible bonds or other arrangements. SAFE Circular 37
further requires amendment to the registration in the event of any changes with respect to the
basic information of or any significant changes with respect to the special purpose vehicle. If
the shareholders of the offshore holding company who are PRC residents do not complete their
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registration with the local SAFE branches, the PRC subsidiaries may be prohibited from
distributing their profits and proceeds from any reduction in capital, share transfer or
liquidation to the offshore company, and the offshore company may be restricted in its ability
to contribute additional capital to its PRC subsidiaries. Moreover, failure to comply with SAFE
registration and amendment requirements described above could result in liability under PRC
law for evasion of applicable foreign exchange restrictions.

We will request PRC residents who we know hold direct or indirect interests in our
company, if any, to make the necessary applications, filings and amendments as required under
SAFE Circular 37 and other related rules. However, we may not be informed of the identities
of all the PRC residents holding direct or indirect interest in our company, and we cannot
provide any assurance that these PRC residents will comply with our request to make or obtain
any applicable registrations or comply with other requirements under SAFE Circular 37 or
other related rules. The failure or inability of our PRC resident Shareholders to comply with
the registration procedures set forth in these regulations may subject us to fines and legal
sanctions, restrict our cross-border investment activities, limit the ability of our wholly
foreign-owned subsidiaries in China to distribute dividends and the proceeds from any
reduction in capital, share transfer or liquidation to us, and we may also be prohibited from
injecting additional capital into these subsidiaries. Moreover, failure to comply with the
various foreign exchange registration requirements described above could result in liability
under PRC law for circumventing applicable foreign exchange restrictions. As a result, our
business operations and our ability to distribute profits to you could be materially and

adversely affected.

PRC regulations establish complex procedures for some acquisitions of Chinese
companies by foreign investors, which could make it more difficult for us to pursue
growth through acquisitions in China.

PRC regulations and rules concerning mergers and acquisitions including the Regulations
on Mergers and Acquisitions of Domestic Companies by Foreign Investors ( (B A SN & &
P I A 2ERT R E ) ), or the M&A Rules, and other regulations and rules with respect to
mergers and acquisitions established additional procedures and requirements that could make
merger and acquisition activities by foreign investors more time consuming and complex. For
example, the M&A Rules require that the MOFCOM be notified in advance of any
change-of-control transaction in which a foreign investor takes control of a PRC domestic
enterprise, if (i) any important industry is concerned, (ii) such transaction involves factors that
have or may have impact on the national economic security, or (iii) such transaction will lead
to a change in control of a domestic enterprise which holds a famous trademark or PRC
time-honored brand. Moreover, according to the Anti-Monopoly Law of PRC promulgated on
August 30, 2007 and the Provisions on Thresholds for Prior Notification of Concentrations of
Undertakings ( <[B%5 B B K88 5 R EERYBLE ) ) issued by the State Council in
August 2008 and amended in September 2018, the concentration of business undertakings by
way of mergers, acquisitions or contractual arrangements that allow one market player to take
control of or to exert decisive impact on another market player must also be notified in advance
to the anti-monopoly enforcement agency of the State Council when the threshold is crossed

- 99



RISK FACTORS

and such concentration shall not be implemented without the clearance of prior notification. In
addition, the Regulations on Implementation of Security Review System for the Merger and
Acquisition of Domestic Enterprise by Foreign Investors ( 850 B M4 M 4% & & B 55 A
R EFATEMIE) ) issued by the MOFCOM that became effective in September 2011
specify that mergers and acquisitions by foreign investors that raise “national defense and
security” concerns and mergers and acquisitions through which foreign investors may acquire
de facto control over domestic enterprises that raise “national security” concerns are subject to
strict review by the MOFCOM, and the rules prohibit any activities attempting to bypass a
security review by structuring the transaction through, among other things, trusts, entrustment
or contractual control arrangements. In the future, we may grow our business by acquiring
complementary businesses. Complying with the requirements of the above-mentioned
regulations and other relevant rules to complete such transactions could be time consuming,
and any required approval processes, including obtaining approval from the MOFCOM or its
local counterparts may delay or inhibit our ability to complete such transactions. It is unclear
whether our business would be deemed to be in an industry that raises “national defense and
security” or “national security” concerns. However, the MOFCOM or other government
agencies may publish explanations in the future determining that our business is in an industry
subject to the security review, in which case our future acquisitions in the PRC, including those
by way of entering into contractual control arrangements with target entities, may be closely
scrutinized or prohibited. Our ability to expand our business or maintain or expand our market
share through future acquisitions would as such be materially and adversely affected.

It may be difficult for overseas regulators to conduct investigations or collect evidence
within China.

Shareholder claims or regulatory investigation that are common in the United States
generally are difficult to pursue as a matter of law or practicality in China. For example, in
China, there are significant legal and other obstacles to providing information needed for
regulatory investigations or litigation initiated outside China. Although the authorities in China
may establish a regulatory cooperation mechanism with the securities regulatory authorities of
another country or region to implement cross-border supervision and administration, such
cooperation with the securities regulatory authorities in the Unities States may not be efficient
in the absence of mutual and practical cooperation mechanisms. Furthermore, according to
Article 177 of the PRC Securities Law, or Article 177, which became effective in March 2020,
no overseas securities regulator is allowed to directly conduct investigation or evidence
collection activities within the territory of the PRC. While detailed interpretations of or
implementation rules under Article 177 have yet to be promulgated, the inability for an
overseas securities regulator to directly conduct investigation or evidence collection activities

within China may further increase difficulties you may face in protecting your interests.
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If we are classified as a PRC resident enterprise for PRC income tax purposes, such
classification could result in unfavorable tax consequences to us and our non-PRC
Shareholders or ADS holders.

The Enterprise Income Tax Law ( {3 AN RILFNEFEHEH%) ), or the EIT Law,
which was promulgated in March 2007, became effective in January 2008 and was amended in
February 2017 and December 2018, and the Regulation on the Implementation of the EIT Law
( R N R LA B A 2E P A5 B 12 B it A 491 ) ), effective as of January 1, 2008 and amended in
April 2019, define the term “de facto management bodies” as “bodies that substantially carry
out comprehensive management and control on the business operation, employees, accounts
and assets of enterprises.” Under the EIT Law, an enterprise incorporated outside of PRC
whose “de facto management bodies” are located in PRC may be considered a “resident
enterprise” and will be subject to a uniform 25% enterprise income tax, or EIT, rate on its
global income. On April 22, 2009, PRC’s State Administration of Taxation, or the SAT, in the
Notice Regarding the Determination of Chinese-Controlled Offshore-Incorporated Enterprises
as PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies ( A 54t
At Ml o R B SR T R PR e e RS BB ERYIEA) ), or  SAT
Circular 82, further specified certain criteria for the determination of what constitutes “de facto
management bodies.” If all of these criteria are met, the relevant foreign enterprise may be
regarded to have its “de facto management bodies” located in China and therefore be
considered a PRC resident enterprise. These criteria include: (i) the enterprise’s day-to-day
operational management is primarily exercised in China; (ii) decisions relating to the
enterprise’s financial and human resource matters are made or subject to approval by
organizations or personnel in China; (iii) the enterprise’s primary assets, accounting books and
records, company seals, and board and shareholders’ meeting minutes are located or maintained
in China; and (iv) 50% or more of voting board members or senior executives of the enterprise
habitually reside in China. Although SAT Circular 82 only applies to foreign enterprises that
are majority-owned and controlled by PRC enterprises, not those owned and controlled by
foreign enterprises or individuals, the determining criteria set forth in SAT Circular 82 may be
adopted by the PRC tax authorities as the test for determining whether the enterprises are PRC
tax residents, regardless of whether they are majority-owned and controlled by PRC
enterprises.

We believe that neither Zai Lab Limited nor any of our subsidiaries outside of China is
a PRC resident enterprise for PRC tax purposes. However, the tax resident status of an
enterprise is subject to determination by the PRC tax authorities, and uncertainties remain with
respect to the interpretation of the term “de facto management body.” If the PRC tax authorities
determine that Zai Lab Limited or any of its subsidiaries outside of China is a PRC resident
enterprise for EIT purposes that entity would be subject to a 25% EIT on its global income. If
such entity derives income other than dividends from its wholly-owned subsidiaries in China,
a 25% EIT on its global income may increase our tax burden. Dividends paid to a PRC resident
enterprise from its wholly-owned subsidiaries in China may be regarded as tax-exempt income
if such dividends are deemed to be “dividends between qualified PRC resident enterprises”
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under the EIT Law and its implementation rules. However, we cannot assure you that such
dividends will not be subject to PRC withholding tax, as the PRC tax authorities, which enforce
the withholding tax, have not yet issued relevant guidance.

In addition, if Zai Lab Limited is classified as a PRC resident enterprise for PRC tax
purposes, we may be required to withhold tax at a rate of 10% from dividends we pay to our
Shareholders, including the holders of our ADSs, that are non-resident enterprises. In addition,
non-resident enterprise Shareholders (including our ADS holders) may be subject to a 10%
PRC withholding tax on gains realized on the sale or other disposition of ADSs or Shares, if
such income is treated as sourced from within China. Furthermore, gains derived by our
non-PRC individual Shareholders from the sale of our Shares and ADSs may be subject to a
20% PRC withholding tax. It is unclear whether our non-PRC individual Shareholders
(including our ADS holders) would be subject to any PRC tax (including withholding tax) on
dividends received by such non-PRC individual Shareholders in the event we are determined
to be a PRC resident enterprise. If any PRC tax were to apply to such dividends, it would
generally apply at a rate of 20%. The PRC tax liability may be reduced under applicable tax
treaties. However, it is unclear whether our non-PRC Shareholders would be able to claim the
benefits of any tax treaties between their country of tax residence and the PRC in the event that
Zai Lab Limited is treated as a PRC resident enterprise.

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

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

Our PRC subsidiaries generate primarily all of their revenue in renminbi, which is not

freely convertible into other currencies. As result, any restriction on currency exchange may
limit the ability of our PRC subsidiaries to use their renminbi revenues to pay dividends to us.
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In response to the persistent capital outflow in China and renminbi’s depreciation against
U.S. dollar in the fourth quarter of 2016, the People’s Bank of China, or PBOC, and the SAFE
have promulgated a series of capital control measure in early 2017, including stricter vetting
procedures for domestic companies to remit foreign currency for overseas investments,

dividends payments and shareholder loan repayments.

The PRC government may continue to strengthen its capital controls, and more
restrictions and substantial vetting process may be put forward by SAFE for cross-border
transactions falling under both the current account and the capital account. Any limitation on
the ability of our PRC subsidiaries to pay dividends or make other kinds of payments to us
could materially and adversely limit our ability to grow, make investments or acquisitions that
could be beneficial to our business, pay dividends, or otherwise fund and conduct our business.

We and our Shareholders face uncertainties in the PRC with respect to indirect transfers
of equity interests in PRC resident enterprises.

The indirect transfer of equity interest in PRC resident enterprises by a non-PRC resident
enterprise, or Indirect Transfer, is potentially subject to income tax in China at a rate of 10%
on the gain if such transfer is considered as not having a commercial purpose and is carried out
for tax avoidance. The SAT has issued several rules and notices to tighten the scrutiny over
acquisition transactions in recent years. The Announcement of the State Administration of
Taxation on Several Issues Concerning the Enterprise Income Tax on Indirect Property Transfer
by Non-Resident Enterprises ( B ZBiH5 48 )= B I i B A 2 W45 e B s A 2E P19 B A T
MR A 45) ), or SAT Circular 7, sets out the scope of Indirect Transfers, which includes any
changes in the shareholder’s ownership of a foreign enterprise holding PRC assets directly or
indirectly in the course of a group’s overseas restructuring, and the factors to consider in
determining whether an Indirect Transfer has a commercial purpose. An Indirect Transfer
satisfying all the following criteria will be deemed to lack a bona fide commercial purpose and
be taxable under PRC laws: (i) 75% or more of the equity value of the intermediary enterprise
being transferred is derived directly or indirectly from the PRC taxable assets; (ii) at any time
during the one-year period before the indirect transfer, 90% or more of the asset value of the
intermediary enterprise (excluding cash) is comprised directly or indirectly of investments in
China, or 90% or more of its income is derived directly or indirectly from China; (iii) the
functions performed and risks assumed by the intermediary enterprise and any of its
subsidiaries that directly or indirectly hold the PRC taxable assets are limited and are
insufficient to prove their economic substance; and (iv) the non-PRC tax payable on the gain
derived from the indirect transfer of the PRC taxable assets is lower than the potential PRC
income tax on the direct transfer of such assets. Nevertheless, a non-resident enterprise’s
buying and selling shares or ADSs of the same listed foreign enterprise on the public market
will fall under the safe harbor available under SAT Circular 7 and will not be subject to PRC
tax pursuant to SAT Circular 7. Under SAT Circular 7, the entities or individuals obligated to
pay the transfer price to the transferor shall be the withholding agent and shall withhold the
PRC tax from the transfer price. If the withholding agent fails to do so, the transferor shall
report to and pay the PRC tax to the PRC tax authorities. In case neither the withholding agent
nor the transferor complies with the obligations under SAT Circular 7, other than imposing
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penalties such as late payment interest on the transferors, the tax authority may also hold the
withholding agent liable and impose a penalty of 50% to 300% of the unpaid tax on the
withholding agent. The penalty imposed on the withholding agent may be reduced or waived
if the withholding agent has submitted the relevant materials in connection with the indirect
transfer to the PRC tax authorities in accordance with SAT Circular 7.

However, as these rules and notices are relatively new and there is a lack of clear statutory
interpretation, we face uncertainties regarding the reporting required for and impact on future
private equity financing transactions, share exchange or other transactions involving the
transfer of shares in our company by investors that are non-PRC resident enterprises, or the
sale or purchase of shares in other non-PRC resident companies or other taxable assets by us.
Our company and other non-resident enterprises in our group may be subject to filing
obligations or being taxed if our company and other non-resident enterprises in our group are
transferors in such transactions, and may be subject to withholding obligations if our company
and other non-resident enterprises in our group are transferees in such transactions. For the
transfer of shares in our company by investors that are non-PRC resident enterprises, our PRC
subsidiaries may be requested to assist in the filing under the rules and notices. As a result, we
may be required to expend valuable resources to comply with these rules and notices or to
request the relevant transferors from whom we purchase taxable assets to comply, or to
establish that our company and other non-resident enterprises in our group should not be taxed
under these rules and notices, which may have a material adverse effect on our financial
condition and results of operations. There is no assurance that the tax authorities will not apply
the rules and notices to our offshore restructuring transactions where non-PRC residents were
involved if any of such transactions were determined by the tax authorities to lack reasonable
commercial purpose. As a result, we and our non-PRC resident investors may be at risk of
being taxed under these rules and notices and may be required to comply with or to establish
that we should not be taxed under such rules and notices, which may have a material adverse
effect on our financial condition and results of operations or such non-PRC resident investors’
investments in us. We may conduct acquisition transactions in the future. We cannot assure you
that the PRC tax authorities will not, at their discretion, adjust any capital gains and impose
tax return filing obligations on us or require us to provide assistance for the investigation of
PRC tax authorities with respect thereto. Heightened scrutiny over acquisition transactions by
the PRC tax authorities may have a negative impact on potential acquisitions we may pursue
in the future.

Any failure to comply with PRC regulations regarding the registration requirements for
our employee equity incentive plans may subject us to fines and other legal or
administrative sanctions, which could adversely affect our business, financial condition
and results of operations.

In February 2012, the SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of
Overseas Publicly Listed Companies ([ Z¢ /M 3R BR A 558 A0\ 2 BLEE A1 | T 23 =) e
R E S E A B R SN) ), or the Stock Option Rules. In accordance with the
Stock Option Rules and other relevant rules and regulations, PRC citizens or non-PRC citizens
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residing in China for a continuous period of not less than one year, who participate in any stock
incentive plan of an overseas publicly listed company, subject to a few exceptions, are required
to register with SAFE through a domestic qualified agent, which could be a PRC subsidiary of
such overseas listed company, and complete certain procedures. We and our employees who are
PRC citizens or who reside in China for a continuous period of not less than one year and who
participate in our stock incentive plan will be subject to such regulation. We plan to assist our
employees to register their share options or shares. However, any failure of our PRC individual
beneficial owners and holders of share options or shares to comply with the SAFE registration
requirements may subject them to fines and legal sanctions and may limit the ability of our
PRC subsidiaries to distribute dividends to us. We also face regulatory uncertainties that could
restrict our ability to adopt additional incentive plans for our directors and employees under
PRC law.

Our auditor, like other independent registered public accounting firms operating in
China, is not inspected by the U.S. Public Company Accounting Oversight Board, or the
PCAOB, and consequently you are deprived of the benefits of such inspection.

Auditors of companies that are registered with the SEC and traded publicly in the United
States, including the independent registered public accounting firm of our company, must be
registered with the PCAOB, and are required by the laws of the United States to undergo
regular inspections by the PCAOB to assess their compliance with the laws of the United States
and professional standards. Because substantially all of our operations are within China, a
jurisdiction where the PCAOB is currently unable to conduct inspections without the approval
of the Chinese authorities, our auditor is not currently inspected by the PCAOB.

In May 2013, the PCAOB entered into a Memorandum of Understanding on Enforcement
Cooperation with the China Securities Regulatory Commission, or CSRC, and the Ministry of
Finance, to establish a cooperative framework between the parties for the production and
exchange of audit documents relevant to investigations undertaken by the PCAOB in the
United States or the CSRC or the Ministry of Finance in the PRC. The PCAOB has announced
that, since May 2013, cooperation has not been sufficient to enable the PCAOB to obtain timely
access to relevant documents and testimony necessary to carry out its mission. The PCAOB
continues to address these issues with Chinese regulators, and whether the PCAOB will obtain
equivalent access remains an open issue.

In December 2018, the SEC and the PCAOB issued a joint statement highlighting
continued challenges faced by the U.S. regulators in their oversight of financial statement
audits of U.S.-listed companies with significant operations in China. In April 2020, the SEC
and the PCAOB issued another joint statement reiterating the greater risk that disclosures will
be insufficient in many emerging markets, including China, compared to those made by U.S.
domestic companies. In discussing the specific issues related to the greater risk, the statement
again highlights the PCAOB’s inability to inspect audit work paper and practices of accounting
firms in China, with respect to their audit work of U.S. reporting companies. However, it
remains unclear what further actions, if any, the SEC and PCAOB will take to address the
problem.
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This lack of PCAOB inspections in China prevents the PCAOB from evaluating audits
and quality control procedures of any auditors operating in China, including our auditor. As a
result, investors may be deprived of the benefits of PCAOB inspections. The inability of the
PCAOB to conduct inspections of auditors in China makes it more difficult to evaluate the
effectiveness of our auditor’s audit procedures or quality control procedures as compared to
auditors outside of China that are subject to PCAOB inspections. Additionally, the SEC, the
U.S. Department of Justice and other authorities often have substantial difficulties in bringing
and enforcing actions against non-U.S. persons and companies, including those based in China.
Investors should understand the attendant risks. Further, as a result, investors may lose
confidence in our reported financial information and procedures and the quality of our financial
statements as a result thereof.

As part of a continued regulatory focus in the United States on access to audit and other
information currently protected by national law, in particular China’s, in June 2019, a
bipartisan group of lawmakers introduced bills in both houses of Congress that would require
the SEC to maintain a list of issuers for which the PCAOB is not able to inspect or investigate
an auditor report issued by a foreign public accounting firm. The Ensuring Quality Information
and Transparency for Abroad-Based Listings on our Exchanges (EQUITABLE) Act prescribes
increased disclosure requirements for such issuers and, beginning in 2025, the delisting from
national securities exchanges such as Nasdaq of issuers included for three consecutive years on
the SEC’s list. In May 2020, the U.S. Senate passed S. 945, the Holding Foreign Companies
Accountable Act (the “Kennedy Bill”). If passed by the U.S. House of Representatives and
signed by the U.S. President, the Kennedy Bill would amend the Sarbanes-Oxley Act of 2002
to direct the SEC to prohibit securities of any registrant from being listed on any of the U.S.
securities exchanges or traded “over-the-counter” if the auditor of the registrant’s financial
statements is not subject to PCAOB inspection for three consecutive years. Enactment of any
of such legislations or other efforts to increase U.S. regulatory access to audit information
could cause uncertainty for affected issuers, including us. The market price of our Shares
and/or ADSs could be adversely affected, and we could be delisted if we are unable to cure the
situation to meet the PCAOB inspection requirement in time. It is unclear if and when any of
such proposed legislations will be enacted. Furthermore, there have been recent media reports
on deliberations within the U.S. government regarding potentially limiting or restricting
China-based companies from accessing U.S. capital markets. On June 4, 2020, the U.S.
President issued a memorandum ordering the President’s Working Group on Financial Markets,
or the PWG, to submit a report to the President that includes recommendations for actions that
can be taken by the executive branch and by the SEC or PCAOB on Chinese companies listed
on U.S. stock exchanges and their audit firms, in an effort to protect investors in the United
States. On August 6, 2020, the PWG released a report recommending that the SEC take steps
to implement the five recommendations outlined in the report. In particular, to address
companies from non-cooperating jurisdictions, or NCJs, that do not provide the PCAOB with
sufficient access to fulfill its statutory mandate, the PWG recommends enhanced listing
standards on U.S. stock exchanges. This would require, as a condition to initial and continued
exchange listing, PCAOB access to work papers of the principal audit firm for the audit of the
listed company. Companies unable to satisfy this condition as a result of governmental
restrictions on access to audit work papers in NCJs may satisfy this condition by providing a
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co-audit from an audit firm with comparable resources and experience where the PCAOB
determines it has sufficient access to audit work papers and practices to conduct an appropriate
inspection of the co-audit firm. The report permits the listing standards to provide for a
transition period until January 1, 2022 for listed companies, but would apply immediately to
new listings once the necessary rulemakings and/or standard-setting are effective. If we fail to
meet the listing standards, if adopted, before the deadline specified thereunder due to factors
beyond our control, we could face possible de-listing from the Nasdaq, deregistration from the
SEC and/or other risks, which may materially and adversely affect, or effectively terminate,
our ADS trading in the United States.

Proceedings brought by the SEC against the Big Four PRC-based accounting firms,
including our independent registered public accounting firm, could result in our inability
to file future financial statements in compliance with the requirements of the U.S.
Exchange Act.

In December 2012, the SEC instituted administrative proceedings under Rule
102(e)(1)(ii1) of the SEC’s Rules of Practice against the Big Four PRC-based accounting firms,
including our independent registered public accounting firm, alleging that these firms had
violated U.S. securities laws and the SEC’s rules and regulations thereunder by failing to
provide to the SEC the firms’ audit work papers with respect to certain PRC-based companies
under the SEC’s investigation. On January 22, 2014, the administrative law judge, or the ALJ,
presiding over the matter rendered an initial decision that each of the firms had violated the
SEC’s rules of practice by failing to produce audit workpapers to the SEC. The initial decision
censured each of the firms and barred them from practicing before the SEC for a period of six
months. On February 12, 2014, the Big Four PRC-based accounting firms appealed the ALJ’s
initial decision to the SEC. On February 6, 2015, the four China-based accounting firms each
agreed to a censure and to pay a fine to the SEC to settle the dispute and avoid suspension of
their ability to practice before the SEC and audit U.S.-listed companies. The settlement
required the firms to follow detailed procedures and to seek to provide the SEC with access to
Chinese firms’ audit documents via the CSRC, in response to future document requests by the
SEC made through the CSRC. If the Big Four PRC-based accounting firms fail to comply with
the documentation production procedures that are in the settlement agreement or if there is a
failure of the process between the SEC and the CSRC, the SEC could restart the proceedings
against the firms.

In the event that the SEC restarts the administrative proceedings, depending upon the
final outcome, listed companies in the United States with major PRC operations may find it
difficult or impossible to retain auditors in respect of their operations in the PRC, which could
result in financial statements being determined to not be in compliance with the requirements
of the U.S. Exchange Act, including possible delisting. Moreover, any negative news about the
proceedings against these audit firms may cause investor uncertainty regarding PRC-based,
United States-listed companies and the market price of our Shares and/or ADSs may be
adversely affected.
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If the accounting firms are subject to additional remedial measures, our ability to file our
financial statements in compliance with SEC requirements could be impacted. A determination
that we have not timely filed financial statements in compliance with SEC requirements would
substantially reduce or effectively terminate the trading of our ADSs in the United States,
which in turn may impair our ability to further raise equity financing in the capital markets of
the United States and have a material adverse effect on our liquidity.

Certain of our investments may be subject to review from the Committee on Foreign
Investment in the United States, or CFIUS, which may delay or block a transaction from
closing.

The U.S. Congress has passed legislation that will expand the jurisdiction and powers of
the CFIUS, the U.S. interagency committee that conducts national security reviews of foreign
investment. President Trump signed the Foreign Investment Risk Review Modernization Act
(FIRRMA) in August 2018. Pursuant to FIRRMA, investments in companies that deal in
“critical technology” are subject to filing requirements and, in some instances, review and
approval by CFIUS. The term “critical technology” includes, among others, technology subject
to U.S. export controls and certain “emerging and foundational technology,” a term that is still
being defined but that is expected to include a range of U.S. biotechnology. If an investment
by a foreign entity in a U.S. business dealing in “critical technology” meets certain thresholds,
a filing with CFIUS is mandatory.

Accordingly, to the extent the U.S. portion of our business decides to take investments
from foreign persons, such investments could be subject to CFIUS jurisdiction. To date, none
of our investments have been subject to CFIUS review but, depending on the particulars of
ongoing or future investments, we may be obligated to secure CFIUS approval before closing,
which could delay the time period between signing and closing. If we determine that a CFIUS
filing is not mandatory (or otherwise advisable), there is a risk that CFIUS could initiate its
own review, if it determines that the transaction is subject to its jurisdiction. If an investment
raises significant national security concerns, CFIUS has the authority to impose mitigation
conditions or recommend that the President block a transaction.

Changes in U.S. and international trade policies and relations, particularly with regard
to China, may adversely impact our business and operating results.

The U.S. government has recently made statements and taken certain actions that led to
changes to U.S. and international trade policies and relations, including imposing several
rounds of tariffs affecting certain products manufactured in China, as well as imposing certain
sanctions and restrictions in relation to China. In March 2018, U.S. President Donald J. Trump
announced the imposition of tariffs on steel and aluminum entering the United States and in
June 2018 announced further tariffs targeting goods imported from China. Recently both China
and the United States have each imposed further tariffs as well as certain sanctions and
restrictions on each other, indicating the potential for further fallout between the two countries.
It is unknown whether and to what extent new tariffs or other new executive orders, laws or
regulations will be adopted, or the effect that any such actions would have on us or our
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industry. We conduct preclinical and clinical activities and have business operations both in the
U.S. and China, any unfavorable government policies on international trade, such as capital
controls or tariffs, may affect the demand for our drug products, the competitive position of our
drug products, the hiring of scientists and other research and development personnel, and
import or export of raw materials in relation to drug development, or prevent us from selling
our drug products in certain countries. If any new tariffs, legislation, executive orders and/or
regulations are implemented, or if existing trade agreements are renegotiated or, in particular,
if the U.S. or PRC governments takes retaliatory actions due to the recent U.S. — China tension,
such changes could have an adverse effect on our business, financial condition and results of
operations.

It may be difficult to enforce against us or our management in China any judgments
obtained from foreign courts.

On July 14, 2006, Hong Kong and China entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements Between Parties Concerned (€[5 A1 b B Y 4 il 17 B 75 e AH B 58 w]
PATHE F A RSN RAEE RO ZHE) ), or the Arrangement, pursuant to which a
party with a final court judgment rendered by a Hong Kong court requiring payment of money
in a civil and commercial case according to a choice of court agreement in writing may apply
for recognition and enforcement of the judgment in China. Similarly, a party with a final
judgment rendered by a Chinese court requiring payment of money in a civil and commercial
case pursuant to a choice of court agreement in writing may apply for recognition and
enforcement of such judgment in Hong Kong. On January 18, 2019, the Supreme People’s
Court and the Hong Kong Government signed the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and
of the Hong Kong Special Administrative Region (/7% A 1 B J5 457 751l 1 7 B 1 125 e AH B8 ml A
AT Eﬁ%%#ﬂ%ﬂ@ﬁ%), or the New Arrangement, which seeks to establish a mechanism
with greater clarity and certainty for recognition and enforcement of judgments in wider range
of civil and commercial matters between Hong Kong and the Mainland. The New Arrangement
discontinued the requirement for a choice of court agreement for bilateral recognition and
enforcement. The New Arrangement will only take effect after the promulgation of a judicial
interpretation by the Supreme People’s Court and the completion of the relevant legislative
procedures in the Hong Kong. The New Arrangement will, upon its effectiveness, supersedes
the Arrangement. Therefore, before the New Arrangement becomes effective it may be difficult
or impossible to enforce a judgment rendered by a Hong Kong court in China if the parties in
the dispute do not agree to enter into a choice of court agreement in writing.

Furthermore, China does not have treaties or agreements providing for the reciprocal
recognition and enforcement of judgments awarded by courts of the United States, the United
Kingdom, most other western countries or Japan. Hence, the recognition and enforcement in
China of judgments of a court in any of these jurisdictions in relation to any matter not subject
to a binding arbitration provision may be difficult or even impossible.
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We may be subject to fines due to the lack of registration of our leases.

Pursuant to the Measures for Administration of Lease of Commodity Properties ( {7
fs EFEEH L) ), which was promulgated by the Ministry of Housing and Urban-Rural
Development of the PRC ("#E A RIFIE (5 AP % #8) on December 1, 2010 and
became effective on February 1, 2011, both lessors and lessees are required to file the lease
agreements for registration and obtain property leasing filing certificates for their leases. As of
the Latest Practicable Date, we leased certain properties primarily as office space in China and
did not register all of our lease agreements as tenant. We may be required by relevant
governmental authorities to file these lease agreements for registration within a time limit, and
may be subject to a fine for non-registration exceeding such time limit, which may range from
RMB1,000 to RMB10,000 for each lease agreement. As of the Latest Practicable Date, we were
not aware of any action, claim or investigation being conducted or threatened by the competent
governmental authorities with respect to such defects in our leased properties.

Failure to renew our current leases or locate desirable alternatives for our leased
properties could materially and adversely affect our business.

We lease properties for our offices and manufacturing facilities. We may not be able to
successfully extend or renew such leases upon expiration of the current term on commercially
reasonable terms or at all, and may therefore be forced to relocate our affected operations. This
could disrupt our operations and result in significant relocation expenses, which could
adversely affect our business, financial condition and results of operations. In addition, we
compete with other businesses for premises at certain locations or of desirable sizes. As a
result, even though we could extend or renew our leases, rental payments may significantly
increase as a result of the high demand for the leased properties. In addition, we may not be
able to locate desirable alternative sites for our current leased properties as our business
continues to grow and failure in relocating our affected operations could adversely affect our
business and operations.

RISKS RELATED TO INTELLECTUAL PROPERTY

If we are unable to obtain and maintain patent protection for our products and drug
candidates through intellectual property rights, or if the scope of such intellectual
property rights obtained is not sufficiently broad, third parties may compete directly
against us.

Our success depends, in part, on our ability to protect our products and drug candidates
from competition by obtaining, maintaining and enforcing our intellectual property rights,
including patent rights. We seek to protect the products and drug candidates and technology
that we consider commercially important by filing PRC and international patent applications,
relying on trade secrets or pharmaceutical regulatory protection or employing a combination of
these methods. We also seek to protect our proprietary position by in-licensing intellectual
property relating to our technology and drug candidates. We do not own or exclusively license
any issued patents with respect to certain of our products and drug candidates in all territories
in which we plan to commercialize our products and drug candidates. For example, we do not
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own or exclusively license any issued patents covering ZEJULA in Macau. We do not own or
exclusively license any issued patents covering margetuximab, tebotelimab and a pre-clinical
multi-specific TRIDENT molecule in Macau or Taiwan, but we do non-exclusively in-license
issued patents in China and Hong Kong and pending patent applications in China, Hong Kong
or Taiwan covering them. We do not own or exclusively license any issued patents or pending
patent applications covering Tumor Treating Fields in Hong Kong, Macau, or Taiwan, but we
do exclusively license issued patents and pending patent applications covering Tumor Treating
Fields in China. We do not own or exclusively license any issued patents covering retifanlimab,
but we do in-license two pending patent applications relating to retifanlimab in China, 2 in
Taiwan and 1 in Hong Kong. We in-license 1 issued patent in China and 1 in Taiwan, but we
also in-license 1 pending patent application relating to durlobactam in China, 1 in Hong Kong,
I in Taiwan. We cannot predict whether such patent applications or any of our other owned or
in-licensed pending patent applications will result in the issuance of any patents that effectively
protect our products and drug candidates. If we or our licensors are unable to obtain or maintain
patent protection with respect to our products or drug candidates and technology we develop,
our business, financial condition, results of operations, and prospects could be materially
harmed.

The patent prosecution process is expensive, time-consuming and complex, and we may
not be able to file, prosecute, maintain, enforce or license all necessary or desirable patent
applications at a reasonable cost or in a timely manner. In addition, our license and intellectual
property-related agreements may not provide us with exclusive rights to use our in-licensed
intellectual property rights relating to the applicable products and drug candidates in all
relevant fields of use and in all territories in which we may wish to develop or commercialize
our technology and products in the future. For example, under our agreements with GSK for
ZEJULA, our licenses are limited to China, Hong Kong, and Macau. In the case of our
agreements with Novocure for Tumor Treating Fields, Paratek for omadacycline (ZL-2401),
Five Prime for bemarituzumab (FPA144), and MacroGenics for margetuximab, tebotelimab
and a pre-clinical multi-specific TRIDENT molecule, our licenses are limited to China, Hong
Kong, Macau, and Taiwan. Also, in the case of our agreement with Entasis for durlobactam, our
license is limited to China, Hong Kong, Macau, Taiwan, Korea, Vietnam, Thailand, Cambodia,
Laos, Malaysia, Indonesia, the Philippines, Singapore, Australia, New Zealand and Japan. As
a result, we may not be able to prevent competitors from developing and commercializing
competitive products in all such fields and territories. In the case of our agreement with
Deciphera for ripretinib, our license is limited to China, Hong Kong, Macau and Taiwan. In the
case of our agreement with Incyte for retifanlimab, our licenses are limited to China, Hong

Kong, Macau and Taiwan.

Patents may be invalidated and patent applications, including our in-licensed patent
application relating to FPA144, Tumor Treating Fields, margetuximab, tebotelimab,
durlobactam, a pre-clinical multi-specific TRIDENT molecule or retifanlimab as well as
Regeneron’s patents relating to odronextamab, may not be granted for a number of reasons,
including known or unknown prior art, deficiencies in the patent application or the lack of
novelty of the underlying invention or technology. It is also possible that we will fail to identify

patentable aspects of our research and development output in time to obtain patent protection.
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Although we enter into non-disclosure and confidentiality agreements with parties who have
access to confidential or patentable aspects of our research and development output, such as
our employees, corporate collaborators, outside scientific collaborators, contract
manufacturers, consultants, advisors and any other third parties, any of these parties may
breach such agreements and disclose such output before a patent application is filed, thereby
jeopardizing our ability to seek patent protection. In addition, publications of discoveries in the
scientific literature often lag behind the actual discoveries, and patent applications in the
United States and other jurisdictions are typically not published until 18 months after filing,
or in some cases, not at all. Therefore, we cannot be certain that we or our licensors were the
first to make the inventions claimed in our owned or in-licensed patents or pending patent
applications or that we or our licensors were the first to file for patent protection of such
inventions. Furthermore, the PRC and, recently, the United States have adopted the
“first-to-file” system under which whoever first files a patent application will be awarded the
patent if all other patentability requirements are met. Under the first-to-file system, third

parties may be granted a patent relating to a technology, which we invented.

In addition, under PRC Patent Law, any organization or individual that applies for a
patent in a foreign country for an invention or utility model accomplished in China is required
to report to the State Intellectual Property Office, or SIPO, for confidentiality examination.
Otherwise, if an application is later filed in China, the patent right will not be granted.
Moreover, even if patents do grant from any of the applications, the grant of a patent is not
conclusive as to its scope, validity or enforceability.

The coverage claimed in a patent application can be significantly reduced before the
patent is issued, and its scope can be reinterpreted after issuance. Even if patent applications
we license or own currently or in the future issue as patents, they may not issue in a form that
will provide us with any meaningful protection, prevent competitors or other third parties from
competing with us, or otherwise provide us with any competitive advantage. In addition, the
patent position of biotechnology and pharmaceutical companies generally is highly uncertain,
involves complex legal and factual questions, and has been the subject of much litigation in
recent years. As a result, the issuance, scope, validity, enforceability and commercial value of
our patent rights are highly uncertain.

The issuance of a patent is not conclusive as to its inventorship, scope, validity or
enforceability, and our patents may be challenged in the courts or patent offices in the PRC,
United States and abroad. We and our licensors and collaboration partners may be subject to
a third-party preissuance submission of prior art to the United States Patent and Trademark
Office, or USPTO, or become involved in opposition, derivation, revocation, re-examination,
post-grant and inter partes review, or interference proceedings or similar proceedings in
foreign jurisdictions challenging our patent rights or the patent rights of others. An adverse
determination in any such submission, proceeding or litigation could reduce the scope of, or
invalidate, our owned or in-licensed patent rights, allow third parties to commercialize our
technology, products or drug candidates and compete directly with us without payment to us,
or result in our inability to manufacture or commercialize products or drug candidates without
infringing, misappropriating or otherwise violating third-party patent rights. Moreover, we, or
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one of our licensors or collaboration partners, may have to participate in interference
proceedings declared by the USPTO to determine priority of invention or in post-grant
challenge proceedings, such as oppositions in a foreign patent office, that challenge the priority
of our or our licensor’s or collaboration partner’s invention or other features of patentability
of our owned or in-licensed patents and patent applications. Such challenges may result in loss
of patent rights, loss of exclusivity, or in patent claims being narrowed, invalidated, or held
unenforceable, which could limit our ability to stop others from using or commercializing
similar or identical technology and products, limit the duration of the patent protection of our
technology, or limit the price at which we can sell our products and drug candidates. Such
proceedings also may result in substantial costs and require significant time from our scientists
and management, even if the eventual outcome is favorable to us. Consequently, we do not
know whether any of our technology, products or drug candidates will be protectable or remain
protected by valid and enforceable patents. Our competitors or other third parties may be able
to circumvent our owned or in-licensed patents by developing similar or alternative

technologies or products in a non-infringing manner.

Furthermore, the terms of patents are finite. The patents we own or in-license and the
patents that may issue from our currently pending owned and in-licensed patent applications
generally have a 20-year protection period starting from such patents and patent applications’
earliest filing date. Given the amount of time required for the development, testing and
regulatory review of products and new drug candidates, patents protecting such products and
drug candidates might expire before or shortly after such products or drug candidates are
commercialized. As a result, our owned or in-licensed patents and patent applications may not
provide us with sufficient rights to exclude others from commercializing products similar or
identical to ours. Moreover, some of our patents and patent applications are, and may in the
future be, co-owned with third parties. If we are unable to obtain an exclusive license to any
such third party co-owners’ interest in such patents or patent applications, such co-owners may
be able to license their rights to other third parties, including our competitors, and our
competitors could market competing products and technology. In addition, we may need the
cooperation of any such co-owners of our patents in order to enforce such patents against third
parties, and such cooperation may not be provided to us. Any of the foregoing could have a
material adverse effect on our competitive position, business, financial conditions, results of
operations and prospects.

Our owned or in-licensed patents could be found invalid or unenforceable if challenged in
court or before the USPTO or comparable foreign authority.

We or our licensors or collaboration partners may become involved in patent litigation
against third parties to enforce owned or in-licensed patent rights, to invalidate patents held by
such third parties, or to defend against such claims. A court may refuse to stop the other party
from using the technology at issue on the grounds that patents owned or in-licensed by us, our
licensors or our collaboration partners do not cover the third-party technology in question.
Further, such third parties could counterclaim that we infringe, misappropriate or otherwise
violate their intellectual property or that a patent we or our licensors or collaboration partners
have asserted against them is invalid or unenforceable. In patent litigation, defendant
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counterclaims challenging the validity, enforceability or scope of asserted patents are
commonplace and there are numerous grounds upon which a third party can assert invalidity
or unenforceability of a patent. In addition, third parties may initiate legal proceedings before
administrative bodies in the United States or abroad, even outside the context of litigation,
against us or our licensors with respect to our owned or in-licensed intellectual property to
assert such challenges to such intellectual property rights. Such mechanisms include
re-examination, inter partes review, post-grant review, interference proceedings, derivation
proceedings and equivalent proceedings in foreign jurisdictions (e.g., opposition proceedings).
Such proceedings could result in revocation, cancellation or amendment to our patents in such

a way that they no longer cover and protect our products and drug candidates.

The outcome of any such proceeding is generally unpredictable. Grounds for a validity
challenge could be, among other things, an alleged failure to meet any of several statutory
requirements, including lack of novelty, obviousness, lack of written description or non-
enablement. Grounds for an unenforceability assertion could be, among other things, an
allegation that someone connected with prosecution of the patent withheld relevant information
or made a misleading statement during prosecution. It is possible that prior art of which we and
the patent examiner were unaware during prosecution exists, which could render our patents
invalid. Moreover, it is also possible that prior art may exist that we are aware of but do not
believe is relevant to our current or future patents, but that could nevertheless be determined
to render our patents invalid. Even if we are successful in defending against such challenges,
the cost to us of any patent litigation or similar proceeding could be substantial, and it may
consume significant management and other personnel time. We do not maintain insurance to
cover intellectual property infringement, misappropriation or violation.

An adverse result in any litigation or other intellectual property proceeding could put one
or more of our patents at risk of being invalidated, rendered unenforceable or interpreted
narrowly. If a defendant were to prevail on a legal assertion of invalidity and/or
unenforceability of our patents covering one or more of our products or drug candidates, we
would lose at least part, and perhaps all, of the patent protection covering such products or drug
candidates. Competing products or drugs may also be sold in other countries in which our
patent coverage might not exist or be as strong. If we lose a foreign patent lawsuit, alleging
our infringement of a competitor’s patents, we could be prevented from marketing our products
or drugs in one or more foreign countries. Any of these outcomes would have a materially
adverse effect on our business, financial condition, results of operations and prospects.

We may not be able to protect our intellectual property in the PRC.

The validity, enforceability and scope of protection available under the relevant
intellectual property laws in the PRC are uncertain and still evolving. Implementation and
enforcement of PRC intellectual property-related laws have historically been deficient and
ineffective. Accordingly, intellectual property and confidentiality legal regimes in China may
not afford protection to the same extent as in the United States or other countries. Policing
unauthorized use of proprietary technology is difficult and expensive, and we may need to
resort to litigation to enforce or defend patents issued to us or our licensors to determine the
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enforceability, scope and validity of our proprietary rights or those of others. As noted above,
we may need to rely on our licensors to enforce and defend our technologies. The experience
and capabilities of PRC courts in handling intellectual property litigation varies, and outcomes
are unpredictable. Further, such litigation may require a significant expenditure of cash and
may divert management’s attention from our operations, which could harm our business,
financial condition and results of operations. An adverse determination in any such litigation
could materially impair our intellectual property rights and may harm our business, prospects
and reputation.

We may not be able to protect our intellectual property and proprietary rights throughout
the world.

Filing, prosecuting, maintaining and defending patents on products and drug candidates
in all countries throughout the world would be prohibitively expensive, and the laws of foreign
countries may not protect our rights to the same extent as the laws of the United States.
Consequently, we may not be able to prevent third parties from practicing our inventions in all
countries outside the United States or PRC or from selling or importing products made using
our inventions in and into the United States, the PRC or other jurisdictions. Competitors may
use our technologies in jurisdictions where we have not obtained patent protection to develop
their own competing products and, further, may export otherwise infringing products to
territories where we have patent protection or licenses but enforcement is not as strong as that
in the United States. These products may compete with our products, and our patents or other

intellectual property rights may not be effective or sufficient to prevent them from competing.

Many companies have encountered significant problems in protecting and defending
intellectual property rights in foreign jurisdictions, including China. The legal systems of
certain countries, particularly certain developing countries, do not favor the enforcement of
patents, trade secrets, and other intellectual property protection, particularly those relating to
biotechnology products, which could make it difficult for us to stop the infringement of our
patents or marketing of competing products in violation of our intellectual property and
proprietary rights generally. Proceedings to enforce our intellectual property and proprietary
rights in foreign jurisdictions could result in substantial costs and divert our efforts and
attention from other aspects of our business, could put our patents at risk of being invalidated
or interpreted narrowly, could put our patent applications at risk of not issuing, and could
provoke third parties to assert claims against us. We may not prevail in any lawsuits that we
initiate, and the damages or other remedies awarded, if any, may not be commercially
meaningful. Accordingly, our efforts to enforce our intellectual property and proprietary rights
around the world may be inadequate to obtain a significant commercial advantage from the

intellectual property that we develop or license.

Furthermore, many countries have compulsory licensing laws under which a patent owner
may be compelled to grant licenses to third parties. In addition, many countries limit the
enforceability of patents against government agencies or government contractors. In these
countries, the patent owner may have limited remedies, which could materially diminish the
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value of such patent. If we or any of our licensors are forced to grant a license to third parties
with respect to any patents relevant to our business, our competitive position may be impaired,
and our business, financial condition, results of operations and prospects may be adversely
affected.

Developments in patent law could have a negative impact on our business.

Changes in either the patent laws or interpretation of the patent laws in the United States,
PRC and other jurisdictions could increase the uncertainties and costs surrounding the
prosecution of patent applications and the enforcement or defense of issued patents, including
changing the standards of patentability, and any such changes could have a negative impact on
our business. For example, in the United States, the Leahy-Smith America Invents Act, or the
America Invents Act, which was signed into law in September 2011, includes a number of
significant changes to U.S. patent law. These changes include a transition from a
“first-to-invent” system to a “first-to-file” system as of March 2013, changes to the way issued
patents are challenged, and changes to the way patent applications are disputed during the
examination process. These include allowing third party submission of prior art to the USPTO
during patent prosecution and additional procedures to attack the validity of a patent by
USPTO administered post grant proceedings, including post grant review, inter partes review,
and derivation proceedings. As a result of these changes, patent law in the United States may
favor larger and more established companies that have greater resources to devote to patent
application filing and prosecution. The USPTO has developed new and untested regulations
and procedures to govern the full implementation of the America Invents Act, and many of the
substantive changes to patent law associated with the America Invents Act, and, in particular,
the first-to-file provisions became effective in March 2013. Substantive changes to patent law
associated with the America Invents Act may affect our ability to obtain patents, and if
obtained, to enforce or defend them. Accordingly, it is not clear what, if any, impact the
America Invents Act will have on the cost of prosecuting our patent applications and our ability
to obtain patents based on our discoveries and to enforce or defend any patents that may issue
from our patent applications, all of which could have a material adverse effect on our business,
financial condition, results of operations and prospects.

In addition, the patent positions of companies in the development and commercialization
of biologics and pharmaceuticals are particularly uncertain. Recent U.S. Supreme Court rulings
have narrowed the scope of patent protection available in certain circumstances and weakened
the rights of patent owners in certain situations. This combination of events has created
uncertainty with respect to the validity and enforceability of patents, once obtained. Depending
on future actions by the U.S. Congress, the federal courts and the USPTO, the laws and
regulations governing patents could change in unpredictable ways that could have a material
adverse effect on our existing patent portfolio and our ability to protect and enforce our
intellectual property in the future.
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If we are unable to maintain the confidentiality of our trade secrets, our business and
competitive position may be harmed.

In addition to the protection afforded by registered patents and pending patent
applications, we rely upon unpatented trade secret protection, unpatented know-how and
continuing technological innovation to develop and maintain our competitive position.
However, trade secrets and know-how can be difficult to protect. We also seek to protect our
proprietary technology and processes, in part, by entering into confidentiality agreements with
parties that have access to them, such as our partners, collaborators, scientific advisors,
employees, consultants and other third parties, and invention assignment agreements with our
consultants and employees. We cannot guarantee that we have entered into such agreements
with each party that may have or have had access to our trade secrets or proprietary technology
and processes. We may not be able to prevent the unauthorized disclosure or use of our
technical know-how or other trade secrets by the parties to these agreements, however, despite
the existence generally of confidentiality agreements and other contractual restrictions. If any
of the partners, collaborators, scientific advisors, employees and consultants who are parties to
these agreements breaches or violates the terms of any of these agreements or otherwise
discloses our proprietary information, we may not have adequate remedies for any such breach
or violation, and we could lose our trade secrets as a result. Enforcing a claim that a third party
illegally disclosed or misappropriated our trade secrets, including through intellectual property
litigations or other proceedings, is difficult, expensive and time consuming, and the outcome
is unpredictable. In addition, courts in China and other jurisdictions inside and outside the

United States are less prepared, less willing or unwilling to protect trade secrets.

Our trade secrets could otherwise become known or be independently discovered by our
competitors or other third parties. For example, competitors could purchase our products and
drug candidates and attempt to replicate some or all of the competitive advantages we derive
from our development efforts, willfully infringe, misappropriate or otherwise violate our
intellectual property rights, design around our intellectual property protecting such technology
or develop their own competitive technologies that fall outside of our intellectual property
rights. If any of our trade secrets were to be disclosed or independently developed by a
competitor, we would have no right to prevent them, or others to whom they communicate it,
from using that technology or information to compete against us, which may have a material
adverse effect on our business, prospects, financial condition and results of operations.

If our products or drug candidates infringe, misappropriate or otherwise violate the
intellectual property rights of third parties, we may incur substantial liabilities, and we
may be unable to sell or commercialize these products and drug candidates.

Our commercial success depends significantly on our ability to develop, manufacture,
market and sell our products and drug candidates and use our proprietary technologies without
infringing, misappropriating or otherwise violating the patents and other proprietary rights of
third parties. The biotechnology and pharmaceutical industries are characterized by extensive
litigation regarding patents and other intellectual property rights. In the PRC and the United
States, invention patent applications are generally maintained in confidence until their
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publication 18 months from the filing date. The publication of discoveries in the scientific or
patent literature frequently occurs substantially later than the date on which the underlying
discoveries were made and invention patent applications are filed. Even after reasonable
investigation, we may not know with certainty whether any third-party may have filed a patent
application without our knowledge while we are still developing or producing that product. We
may become party to, or threatened with, adversarial proceedings or litigation regarding
intellectual property rights with respect to our technology and any products or drug candidates
we may develop, including interference proceedings, post-grant review, inter partes review and
derivation proceedings before the USPTO and similar proceedings in foreign jurisdictions.

Third parties may assert infringement claims against us based on existing patents or patents
that may be granted in the future, regardless of their merit. Even if we believe third-party
intellectual property claims are without merit, there is no assurance that a court would find in our
favor on questions of infringement, validity, enforceability or priority. A court of competent
jurisdiction could hold that these third-party patents are valid, enforceable and infringed, which
could materially and adversely affect our ability to commercialize any products or drug
candidates we may develop and any other products, drug candidates or technologies covered by
the asserted third-party patents. In order to successfully challenge the validity of any such U.S.
patent in federal court, we would need to overcome a presumption of validity. There is no
assurance that a court of competent jurisdiction would invalidate the claims of any such U.S.
patent.

If we are found to infringe a third party’s patent rights, and we are unsuccessful in
demonstrating that such patents are invalid or unenforceable, we could be required to:

. obtain royalty-bearing licenses from such third party to such patents, which may not
be available on commercially reasonable terms, if at all and even if we were able to
obtain such licenses, they could be non-exclusive, thereby giving our competitors
and other third parties access to the same technologies licensed to us, and could
require us to make substantial licensing and royalty payments;

. defend litigation or administrative proceedings;

. reformulate product(s) so that it does not infringe the intellectual property rights of
others, which may not be possible or could be very expensive and time consuming;

. cease developing, manufacturing and commercializing the infringing technology,
products or drug candidates; and

. pay such third party significant monetary damages, including treble damages and

attorneys’ fees, if we are found to have willfully infringed a patent or other
intellectual property right.
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Claims that we have misappropriated the confidential information or trade secrets of third
parties could have a similar material adverse effect on our business, financial condition, results
of operations, and prospects. Even if we are successful in such litigations or administrative
proceedings, such litigations and proceedings may be costly and could result in a substantial
diversion of management resources. Any of the foregoing may have a material adverse effect
on our business, prospects, financial condition and results of operations.

Intellectual property litigation and proceedings could cause us to spend substantial
resources and distract our personnel from their normal responsibilities.

Even if resolved in our favor, litigation or other legal proceedings relating to our, our
licensor’s or other third parties’ intellectual property claims may cause us to incur significant
expenses and could distract our personnel from their normal responsibilities. In addition, there
could be public announcements of the results of hearings, motions, or other interim
proceedings or developments, and if securities analysts or investors perceive these results to be
negative, it could have a substantial adverse effect on the price of our common stock. Such
litigation or proceedings could substantially increase our operating losses and reduce the
resources available for development activities or any future sales, marketing, or distribution
activities. We may not have sufficient financial or other resources to conduct such litigation or
proceedings adequately. Some of our competitors may be able to sustain the costs of such
litigation or proceedings more effectively than we can because of their greater financial
resources and more mature and developed intellectual property portfolios. Uncertainties
resulting from the initiation and continuation of patent litigation or other proceedings could
have a material adverse effect on our ability to compete in the marketplace.

We may be subject to claims that we or our employees, consultants or advisors have
wrongfully used or disclosed alleged trade secrets of competitors or their current or
former employers or are in breach of non-competition or non-solicitation agreements with
competitors or other third parties.

We could in the future be subject to claims that we or our employees, consultants or
advisors have inadvertently or otherwise used or disclosed alleged trade secrets or other
proprietary information of current or former employers, competitors or other third parties.
Many of our employees, consultants and advisors are currently or were previously employed
at universities or other biotechnology or pharmaceutical companies, including our competitors
or potential competitors. Although we try to ensure that our employees and consultants do not
improperly use the intellectual property, proprietary information, know-how or trade secrets of
others in their work for us, we may be subject to claims that we or these individuals have
breach the terms of his or her non-competition or non-solicitation agreement, or that we or
these individuals have, inadvertently or otherwise, used or disclosed the alleged trade secrets
or other proprietary information of a current or former employer, competitor or other third
parties.
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Litigation may be necessary to defend against these claims. Even if we are successful in
defending against these claims, litigation could result in substantial costs and could be a
distraction to management and research personnel. If our defenses to these claims fail, in
addition to requiring us to pay monetary damages, a court could prohibit us from using
technologies or features that are essential to our products and drug candidates, if such
technologies or features are found to incorporate or be derived from the trade secrets or other
proprietary information of the former employers. An inability to incorporate such technologies
or features would have a material adverse effect on our business and may prevent us from
successfully commercializing our products and drug candidates. In addition, we may lose
valuable intellectual property rights or personnel as a result of such claims. Moreover, any such
litigation or the threat thereof may adversely affect our ability to hire employees or contract
with independent sales representatives. A loss of key personnel or their work product could
hamper or prevent our ability to commercialize our products and drug candidates, which would
have a material adverse effect on our business, results of operations and financial condition.

In addition, while it is our policy to require our employees and contractors who may be
involved in the conception or development of intellectual property to execute agreements
assigning such intellectual property to us, we may be unsuccessful in executing such an
agreement with each party who, in fact, conceives or develops intellectual property that we
regard as our own. The assignment of intellectual property rights may not be self-executing,
or the assignment agreements may be breached, and we may be forced to bring claims against
third parties, or defend claims that they may bring against us, to determine the ownership of
what we regard as our intellectual property. Such claims could have a material adverse effect
on our business, financial condition, results of operations and prospects.

We may not be successful in obtaining necessary intellectual property rights to drug
candidates for our development pipeline through acquisitions and in-licenses.

Although we also intend to develop drug candidates through our own internal research,
our near-term business model is predicated, in large part, on our ability to successfully identify
and acquire or in-license drug candidates to grow our drug candidate pipeline. However, we
may be unable to acquire or in-license intellectual property rights relating to, or necessary for,
any such drug candidates from third parties on commercially reasonable terms or at all,
including because we are focusing on specific areas of care such as oncology and inflammatory
and infectious diseases. In that event, we may be unable to develop or commercialize such drug
candidates. We may also be unable to identify drug candidates that we believe are an
appropriate strategic fit for our company and intellectual property relating to, or necessary for,
such drug candidates. Any of the foregoing could have a materially adverse effect on our

business, financial condition, results of operations and prospects.

The in-licensing and acquisition of third-party intellectual property rights for drug
candidates is a competitive area, and a number of more established companies are also pursuing
strategies to in-license or acquire third-party intellectual property rights for drug candidates
that we may consider attractive or necessary. These established companies may have a
competitive advantage over us due to their size, cash resources and greater clinical
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development and commercialization capabilities. Furthermore, companies that perceive us to
be a competitor may be unwilling to assign or license rights to us. If we are unable to
successfully obtain rights to suitable drug candidates, our business, financial condition, results
of operations and prospects for growth could suffer.

In addition, we expect that competition for the in-licensing or acquisition of third-party
intellectual property rights for drug candidates that are attractive to us may increase in the
future, which may mean fewer suitable opportunities for us as well as higher acquisition or
licensing costs. We may be unable to in-license or acquire the third-party intellectual property
rights for drug candidates on terms that would allow us to make an appropriate return on our
investment.

If we or our licensors or collaboration partners do not obtain patent term extension and
data exclusivity for our products or their products or any drug candidates we may
develop, our business may be materially harmed.

Depending upon the timing, duration and specifics of any FDA marketing approval of our
products or any drug candidates we may develop, one or more of our owned or in-licensed U.S.
patents may be eligible for limited patent term extension under the Drug Price Competition and
Patent Term Restoration Action of 1984, or Hatch Waxman Amendments. The Hatch Waxman
Amendments permit a patent extension term of up to five years as compensation for patent term
lost during the FDA regulatory review process. A patent term extension cannot extend the
remaining term of a patent beyond a total of 14 years from the date of product approval, only
one patent may be extended and only those claims covering the approved drug, a method for
using it, or a method for manufacturing it may be extended. However, we may not be granted
an extension because of, for example, failing to exercise due diligence during the testing phase
or regulatory review process, failing to apply within applicable deadlines, failing to apply prior
to expiration of relevant patents, or otherwise failing to satisfy applicable requirements.
Moreover, the applicable time period or the scope of patent protection afforded could be less
than we request. The PRC has not established a patent term extension system, but the

government proposed to grant patent term extension to new drugs for up to 5 years.

In China, there is currently no effective law or regulation providing for patent term
extension, patent linkage, or data exclusivity. Therefore, a lower-cost generic or biosimilar
drug can emerge onto the market more quickly. Chinese regulators have set forth a framework
for integrating patent linkage and data exclusivity into the Chinese regulatory regime and for
establishing a pilot program for patent term extension. To be implemented, this framework will
require promulgation of laws, regulations and detailed implementation measures. To date, no
laws, regulations or implementation measures have been promulgated and become effective.
Consequently, the absence of currently effective laws and regulations on patent linkage, patent
term extension and data exclusivity or the cancellation of the previous five-year administrative
exclusivity for domestically manufactured new drugs could result in much weaker protection
for us against generic competition in China. For instance, the patents we have in China are not

yet eligible to be extended for patent term lost during clinical trials and the regulatory review
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process. If we are unable to obtain patent term extension or term of any such extension is less
than we request, our competitors may obtain approval of competing products following our
patent expiration, and our business, financial condition, results of operations, and prospects
could be materially harmed.

Obtaining and maintaining our patent protection depends on compliance with various
procedural, document submission, fee payment, and other requirements imposed by
government patent agencies, and our patent protection could be reduced or eliminated for
non-compliance with these requirements.

Periodic maintenance fees, renewal fees, annuity fees, and various other government fees
on patents and applications will be due to be paid to the USPTO and various government patent
agencies outside of the United States over the lifetime of our owned or licensed patents and
applications. In certain circumstances, we rely on our licensing partners to pay these fees due
to U.S. and non-U.S. patent agencies. The USPTO and various non-U.S. government agencies
require compliance with several procedural, documentary, fee payment, and other similar
provisions during the patent application process. We are also dependent on our licensors to take
the necessary action to comply with these requirements with respect to our licensed intellectual
property. In some cases, an inadvertent lapse can be cured by payment of a late fee or by other
means in accordance with the applicable rules. There are situations, however, in which
non-compliance can result in abandonment or lapse of the patent or patent application,
resulting in a partial or complete loss of patent rights in the relevant jurisdiction. In such an
event, potential competitors might be able to enter the market with similar or identical products
or technology, which could have a material adverse effect on our business, financial condition,
results of operations, and prospects.

Intellectual property rights do not necessarily address all potential threats.

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

. others may be able to make gene therapy products that are similar to any product or
drug candidates we may develop or utilize similar gene therapy technology but that
are not covered by the claims of the patents that we license or may own in the future;

. we, our licensors, patent owners of patent rights that we have in-licensed, or current
or future collaborators might not have been the first to make the inventions covered
by the issued patent or pending patent application that we license or may own in the
future;

. we, our licensors, patent owners of patent rights that we have in-licensed, or current

or future collaborators might not have been the first to file patent applications
covering certain of our or their inventions;
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. others may independently develop similar or alternative technologies or duplicate
any of our technologies without infringing, misappropriating or otherwise violating
our owned or licensed intellectual property rights;

. it is possible that our pending licensed patent applications or those that we may own
in the future will not lead to issued patents;

. issued patents that we hold rights to may be held invalid or unenforceable, including
as a result of legal challenges by our competitors;

. our competitors might conduct research and development activities in countries
where we do not have patent rights and then use the information learned from such
activities to develop competitive products for sale in our major commercial markets;

. we may not develop additional proprietary technologies that are patentable;

. the patents of others may harm our business; and

. we may choose not to file a patent in order to maintain certain trade secrets or know
how, and a third party may discover certain technologies containing such trade
secrets or know how through independent research and development and/or
subsequently file a patent covering such intellectual property.

Should any of these events occur, they could have a material adverse effect on our
business, financial condition, results of operations and prospects.

RISKS RELATED TO OUR SHARES, THE ADSS, THE LISTING AND THE GLOBAL
OFFERING

As a company applying for listing under Chapter 19C and Chapter 18A, we adopt
different practices as to certain matters as compared with many other companies listed on
the Hong Kong Stock Exchange.

As we are applying for listing under Chapter 19C and Chapter 18A of the Listing Rules,
we will not be subject to certain provisions of the Listing Rules pursuant to Rule 19C.11,
including, among others, rules on notifiable transactions, connected transactions, share option
schemes, content of financial statements as well as certain other continuing obligations. In
addition, in connection with the Listing, we have applied for a number of waivers and/or
exemptions from strict compliance with the Listing Rules, the Companies (WUMP) Ordinance,
the Takeovers Codes and the SFO. As a result, we will adopt different practices as to those
matters as compared with other companies listed on the Hong Kong Stock Exchange that do
not enjoy those exemptions or waivers. For additional information, see “Waivers and
Exemptions.”
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Furthermore, if 55% or more of the total worldwide trading volume, by dollar value, of
our Shares and ADSs over our most recent fiscal year takes place on the Hong Kong Stock
Exchange, the Hong Kong Stock Exchange will regard us as having a dual primary listing in
Hong Kong and we will no longer enjoy certain exemptions or waivers from strict compliance
with the requirements under the Listing Rules, the Companies (WUMP) Ordinance, the
Takeovers Codes and the SFO, which could result in our incurring of incremental compliance
costs.

The trading prices of our Shares and/or ADSs can be volatile, which could result in
substantial losses to you.

The trading price of our Shares and/or ADSs can be volatile and fluctuate widely in
response to a variety of factors, many of which are beyond our control. For example, from
September 19, 2017 to the Latest Practicable Date, the closing price of our ADSs ranged from
a high of US$89.48 to a low of US$14.29 per ADS. In addition, the performance and
fluctuation of the market prices of other companies with business operations located mainly in
the PRC that have listed their securities in Hong Kong or the United States may affect the
volatility in the price of and trading volumes for our Shares and/or ADSs. The securities of
some of these companies have experienced significant volatility since their initial public
offerings, including, in some cases, substantial price declines in the trading prices of their
securities. The trading performances of these PRC companies’ securities may affect the overall
investor sentiment towards other PRC companies listed in Hong Kong or the United States and
consequently may impact the trading performance of our Shares and/or ADSs, regardless of our
actual operating performance. In addition, any negative news or perceptions about inadequate
corporate governance practices or fraudulent accounting, corporate structure or matters of
other Chinese companies may also negatively affect the attitudes of investors towards Chinese
companies in general, including us, regardless of whether we have conducted any inappropriate
activities.

In addition to market and industry factors, the price and trading volume for our Shares

and/or ADSs may be highly volatile for specific business reasons, including:
. announcements of regulatory approval or a complete response letter, or specific
label indications or patient populations for its use, or changes or delays in the

regulatory review process;

. announcements of therapeutic innovations, new products, acquisitions, strategic
relationships, joint ventures or capital commitments by us or our competitors;

. adverse actions taken by regulatory agencies with respect to our clinical trials,
manufacturing supply chain or sales and marketing activities;

. any adverse changes to our relationship with manufacturers or suppliers; the results
of our testing and clinical trials;
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. the results of our efforts to acquire or license additional drug candidates; variations
in the level of expenses related to our existing products and drug candidates or
preclinical, clinical development and commercialization programs;

. any intellectual property infringement actions in which we may become involved;
announcements concerning our competitors or the pharmaceutical industry in
general; fluctuations in product revenue, sales and marketing expenses and
profitability; manufacture, supply or distribution shortages;

. variations in our results of operations; announcements about our results of
operations that are not in line with analyst expectations, the risk of which is
enhanced because it is our policy not to give guidance on results of operations;
publication of operating or industry metrics by third parties, including government
statistical agencies, that differ from expectations of industry or financial analysts;

. changes in financial estimates by securities research analysts; media reports,
whether or not true, about our business;

. additions to or departures of our management; fluctuations of exchange rates
between the RMB, the U.S. dollar and Hong Kong dollar;

. release or expiry of lock-up or other transfer restrictions on our outstanding Shares
or ADSs;

. sales or perceived potential sales of additional Shares or ADSs by us, our executive
officers and directors or our Shareholders; general economic and market conditions
and overall fluctuations in the U.S. or Hong Kong equity markets; changes in
accounting principles; and

. changes or developments in the PRC or global regulatory environment.

Furthermore, the stock market, in general, and pharmaceutical and biotechnology
companies have experienced extreme price and volume fluctuations that have often been
unrelated or disproportionate to the operating performance of these companies. Broad market
and industry factors may negatively affect the market price of our Shares and/or ADSs,
regardless of our actual operating performance. Further, the current volatility in the financial
markets and related factors beyond our control may cause the ordinary share and/or ADS price
to decline rapidly and unexpectedly.

In addition, our directors and employees may face additional exposure to claims and
lawsuits as a result of their position in other public companies. The existence of litigation,
claims, investigations and proceedings against our directors and employees, even if they do not
involve our company, may harm our reputation and adversely affect the trading price of our
Shares and/or ADSs.
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We may be at an increased risk of securities class action litigation.

Historically, securities class action litigation has often been brought against a company
following a decline in the market price of its securities. This risk is especially relevant for us
because biotechnology and biopharmaceutical companies have experienced significant share
price volatility in recent years. If we were to be sued, it could result in substantial costs and
a diversion of management’s attention and resources, which could harm our business.

If we fail to establish and maintain proper internal financial reporting controls, our
ability to produce accurate financial statements or comply with applicable regulations
could be impaired.

Pursuant to Section 404 of the Sarbanes-Oxley Act, we are required to file a report by our
management on our internal control over financial reporting, including an attestation report on
internal control over financial reporting issued by our independent registered public accounting
firm. The presence of material weaknesses in internal control over financial reporting could
result in financial statement errors which, in turn, could lead to errors in our financial reports
and/or delays in our financial reporting, which could require us to restate our operating results.
We might not identify one or more material weaknesses in our internal controls in connection
with evaluating our compliance with Section 404 of the Sarbanes-Oxley Act. In order to
maintain and improve the effectiveness of our disclosure controls and procedures and internal
controls over financial reporting, we will need to expend significant resources and provide
significant management oversight. Implementing any appropriate changes to our internal
controls may require specific compliance training of our directors and employees, entail
substantial costs in order to modify our existing accounting systems, take a significant period
of time to complete and divert management’s attention from other business concerns. These
changes may not, however, be effective in maintaining the adequacy of our internal control.

If we fail to maintain effective internal control over financial reporting in the future, our
management and our independent registered public accounting firm may not be able to
conclude that we have effective internal controls over financial reporting, investors may lose
confidence in our operating results, the price of our Shares and/or ADSs could decline and we
may be subject to litigation or regulatory enforcement actions. In addition, if we are unable to
meet the requirements of Section 404 of the Sarbanes-Oxley Act, the ADSs may not be able to
remain listed on Nasdaq.

While we currently enjoy exemptions afforded to a foreign private issuer, we will be
subject to U.S. domestic issuer disclosure requirements beginning on January 1, 2021,
which could result in significant additional costs and expenses.

We currently still enjoy certain exemptions afforded to a foreign private issuer for the
year of 2020, during which period we are not required to comply with all of the periodic
disclosure and current reporting requirements of the U.S. Exchange Act and therefore there
may be less publicly available information about us than if we were a U.S. domestic issuer. For
example, we are currently not subject to the proxy rules in the United States and disclosure
with respect to our annual general meetings will be governed by the Cayman Islands
requirements. In addition, our officers, directors and principal Shareholders are exempt from
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the reporting and “short-swing” profit recovery provisions of Section 16 of the U.S. Exchange
Act and the rules thereunder. Therefore, our Shareholders may not know on a timely basis when
our officers, directors and principal Shareholders purchase or sell our Shares or ADSs.

In addition, as a foreign private issuer, we are currently permitted to take advantage of
certain provisions in Nasdaq rules that allow us to follow Cayman Islands law for certain
governance matters. Certain corporate governance practices in the Cayman Islands may differ
significantly from corporate governance listing standards as, except for general fiduciary
duties and duties of care, Cayman Islands law has no corporate governance regime which
prescribes specific corporate governance standards. We currently follow Cayman Islands
corporate governance practices in lieu of the corporate governance requirements of Nasdaq in
respect of the following: (i) the majority independent director requirement under Section
5605(b)(1) of Nasdaq rules, (ii) the requirement under Section 5605(d) of Nasdaq rules that a
compensation committee comprised solely of independent directors governed by a
compensation committee charter oversee executive compensation, (iii) the requirement under
Section 5605(e) of Nasdaq rules that director nominees be selected or recommended for
selection by either a majority of the independent directors or a nominations committee
comprised solely of independent directors and (iv) the requirement under Section 5605(b)(2)
of Nasdaq rules that our independent directors hold regularly scheduled executive sessions.
Therefore, our Shareholders may be afforded less protection than they otherwise would have
under corporate governance listing standards applicable to U.S. domestic issuers.

However, the determination of foreign private issuer status is made annually on the last
business day of an issuer’s most recently completed second fiscal quarter and, in our case, June
30, 2020. We have determined that, as of July 1, 2020, more than 50% of our Shares were
directly or indirectly held by residents of the U.S. and, therefore, we will file with the SEC
periodic reports and registration statements on U.S. domestic issuer forms beginning on
January 1, 2021, which are more detailed and extensive than the forms available to a foreign
private issuer. We will also have to mandatorily comply with U.S. federal proxy requirements,
and our officers, directors and principal Shareholders will become subject to the short-swing
profit disclosure and recovery provisions of Section 16 of the U.S. Exchange Act beginning on
January 1, 2021. In addition, we will lose our ability to rely upon exemptions from certain
corporate governance requirements under Nasdaq rules described above beginning on January
1, 2021. As a U.S. listed public company that is not a foreign private issuer, we will incur
significant additional legal, accounting and other expenses that we will not incur as a foreign
private issuer, and accounting, reporting and other expenses in order to maintain a listing on
a U.S. securities exchange.

We do not currently intend to pay dividends on our securities, and, consequently, your
ability to achieve a return on your investment will depend on appreciation in the price of
our Shares and/or ADSs.

We have never declared or paid any dividends on our Shares. We currently intend to invest
our future earnings, if any, to fund our growth. Therefore, investors are not likely to receive
any dividends on their Shares and/or ADSs at least in the near term, and the success of an
investment in our Shares and/or ADSs will depend upon any future appreciation in its value.
Consequently, investors may need to sell all or part of their holdings of our Shares and/or ADSs
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after price appreciation, which may never occur, to realize any future gains on their investment.
There is no guarantee that our Shares and/or ADSs will appreciate in value or even maintain
the price at which our investors purchased the Shares and/or ADSs.

Fluctuations in the value of the renminbi may have a material adverse effect on our
results of operations and the value of your investment.

The value of the renminbi against the U.S. dollar and other currencies may fluctuate and
is affected by, among other things, changes in political and economic conditions. On July 21,
2005, China government changed its decade-old policy of pegging the value of the renminbi
to the U.S. dollar, and the renminbi appreciated more than 20% against the U.S. dollar over the
following three years. Between July 2008 and June 2010, this appreciation halted, and the
exchange rate between the renminbi and U.S. dollar remained within a narrow band. In June
2010, the PBOC announced that China government would increase the flexibility of the
exchange rate, and thereafter allowed the renminbi to appreciate slowly against the U.S. dollar
within the narrow band fixed by the PBOC. However, more recently, on August 11, 12 and 13,
2015, the PBOC significantly devalued the renminbi by fixing its price against the U.S. dollar
1.9%, 1.6%, and 1.1% lower than the previous day’s value, respectively. On October 1, 2016,
the renminbi joined the International Monetary Fund’s basket of currencies that make up the
Special Drawing Right, or SDR, along with the U.S. dollar, the Euro, the Japanese yen and the
British pound. In the fourth quarter of 2016, the renminbi depreciated significantly while the
U.S. dollar surged and China experienced persistent capital outflows. With the development of
the foreign exchange market and progress towards interest rate liberalization and renminbi
internationalization, the Chinese government may in the future announce further changes to the
exchange rate system. There is no guarantee that the renminbi will not appreciate or depreciate
significantly in value against the U.S. dollar in the future. It is difficult to predict how market
forces or PRC or U.S. government policy may impact the exchange rate between the renminbi
and the U.S. dollar in the future.

Significant revaluation of the renminbi may have a material adverse effect on your
investment. For example, to the extent that we need to convert U.S. dollars into renminbi for
our operations, appreciation of the renminbi against the U.S. dollar would have an adverse
effect on the renminbi amount we would receive from the conversion. Conversely, if we decide
to convert our renminbi into U.S. dollars for the purpose of making payments for dividends on
our Shares or ADSs or for other business purposes, appreciation of the U.S. dollar against the
renminbi would have a negative effect on the U.S. dollar amount available to us. In addition,
appreciation or depreciation in the value of the renminbi relative to U.S. dollars would affect
our financial results reported in U.S. dollar terms regardless of any underlying change in our
business or results of operations.

Very limited hedging options are available in China to reduce our exposure to exchange
rate fluctuations. To date, we have not entered into any hedging transactions in an effort to
reduce our exposure to foreign currency exchange risk. While we may decide to enter into
hedging transactions in the future, the availability and effectiveness of these hedges may be
limited and we may not be able to adequately hedge our exposure or at all. In addition, our
currency exchange losses may be magnified by PRC exchange control regulations that restrict
our ability to convert renminbi into foreign currency.
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Holders of ADSs have fewer rights than our Shareholders and must act through the
depositary to exercise their rights.

Holders of our ADSs do not have the same rights as our Shareholders and may only
exercise the voting rights with respect to the underlying Shares in accordance with the
provisions of the deposit agreement. Under our Articles of Association, an annual general
meeting and any extraordinary general meeting may be called with not less than seven days’
notice. When a general meeting is convened, the holders of ADSs may not receive sufficient
notice of a Shareholders’ meeting to permit them to withdraw the Shares underlying their ADSs
to allow them to vote with respect to any specific matter. If we ask for the instructions of the
holders of ADSs, we will give the depositary notice of any such meeting and details concerning
the matters to be voted upon at least 30 days in advance of the meeting date and the depositary
will send a notice to the holders of ADSs about the upcoming vote and will arrange to deliver
our voting materials to them. The depositary and its agents, however, may not be able to send
voting instructions to the holders of ADSs or carry out their voting instructions in a timely
manner. We will make all commercially reasonable efforts to cause the depositary to extend
voting rights to the holders of ADSs in a timely manner, but there can be no guarantee that the
holders of ADSs will receive the voting materials in time to ensure that the holders of ADSs
can instruct the depositary to vote the Shares underlying their ADSs. Furthermore, the
depositary will not be liable for any failure to carry out any instructions to vote, for the manner
in which any vote is cast or for the effect of any such vote. A holder or beneficial owner of
ADSs may have limited recourse if we or the depositary fail to meet our respective obligations
under the deposit agreement or if they wish us or the depositary to participate in legal
proceedings. As a result, the holders of ADSs may not be able to exercise their right to vote
and they may lack recourse if their ADSs are not voted as they request. In addition, in their
capacity as an ADS holder, the holders of ADSs will not be able to call a Shareholders’
meeting.

In addition, under the deposit agreement, if you do not vote, the depositary may give us
a discretionary proxy to vote the ordinary shares underlying the ADSs at shareholders’
meetings if we have timely provided the depositary with notice of meeting and related voting
materials and with a brief statement as to the manner and timing in which voting instructions
may be deemed to have been given in accordance with the depositary agreement if no
instructions are received prior to the deadline set for such purposes to the depositary to give
a discretionary proxy to a person designated by us.

The effect of this discretionary proxy is that you cannot prevent our Shares underlying
your ADSs from being voted, except under the circumstances described above. This may
adversely affect your interests and make it more difficult for ADS holders to influence the
management of our company. Holders of our Shares are not subject to this discretionary proxy.

Holders of ADSs may not receive distributions on our ADSs or any value for them if such
distribution is illegal or impractical or if any required government approval cannot be
obtained in order to make such distribution available to you.

Although we do not have any present plan to pay any dividends, the depositary of our
ADSs has agreed to pay to the holders of ADSs the cash dividends or other distributions it or

the custodian receives on Shares or other deposited securities underlying our ADSs, after
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deducting its fees and expenses and any applicable taxes and governmental charges. The
holders of ADSs will receive these distributions in proportion to the number of Shares their
ADSs represent. However, the depositary is not responsible if it decides that it is unlawful or
impractical to make a distribution available to any holders of ADSs. For example, it would be
unlawful to make a distribution to a holder of ADSs if it consists of securities whose offering
would require registration under the Securities Act but are not so properly registered or
distributed under an applicable exemption from registration. The depositary may also
determine that it is not reasonably practicable to distribute certain property. In these cases, the
depositary may determine not to distribute such property. We have no obligation to register
under the U.S. securities laws any offering of ADSs, Shares, rights or other securities received
through such distributions. We also have no obligation to take any other action to permit the
distribution of ADSs, Shares, rights or anything else to holders of ADSs. This means that the
holders of ADSs may not receive distributions we make on our Shares or any value for them
if it is illegal or impractical for us to make them available to the holders of ADSs. These
restrictions may cause a material decline in the value of our ADSs.

The right of the holders of ADSs to participate in any future rights offerings may be
limited, which may cause dilution to your holdings.

We may from time to time distribute rights to our Shareholders, including rights to
acquire our securities. However, we cannot make rights available to the holders of ADSs in the
United States unless we register the rights and the securities to which the rights relate under
the Securities Act or an exemption from the registration requirements is available. Also, under
the deposit agreement, the depositary bank will not make rights available to the holders of
ADSs unless either both the rights and any related securities are registered under the Securities
Act, or the distribution of them to ADS holders is exempted from registration under the
Securities Act. We are under no obligation to file a registration statement with respect to any
such rights or securities or to endeavor to cause such a registration statement to be declared
effective. Moreover, we may not be able to establish an exemption from registration under the
Securities Act. If the depositary does not distribute the rights, it may, under the deposit
agreement, either sell them, if possible, or allow them to lapse. Accordingly, the holders of
ADSs may be unable to participate in our rights offerings and may experience dilution in their
holdings.

We are a Cayman Islands company. Because judicial precedent regarding the rights of
Shareholders is more limited under Cayman Islands law than under Hong Kong law or
U.S. law, Shareholders may have fewer Shareholder rights than they would have under
Hong Kong law or U.S. law and may face difficulties in protecting your interests.

We are an exempted company with limited liability incorporated in the Cayman Islands.
Our corporate affairs are governed by our Articles of Association (as may be further amended
from time to time), the Companies Law (as amended) of the Cayman Islands and the common
law of the Cayman Islands. The rights of Shareholders to take action against the directors,
actions by minority Shareholders and the fiduciary responsibilities of our directors are to a
large extent governed by the common law of the Cayman Islands. This common law is derived
in part from comparatively limited judicial precedent in the Cayman Islands as well as from
English common law, which has persuasive, but not binding, authority on a court in the
Cayman Islands. The rights of our Shareholders and the fiduciary responsibilities of our
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directors under Cayman Islands law are not as clearly established as they would be under
statutes or judicial precedent in some jurisdictions in Hong Kong and the United States. In
particular, the Cayman Islands has a less developed body of securities law than the Hong Kong
or United States In addition, some states in the United States, such as Delaware, have more
fully developed and judicially interpreted bodies of corporate law than the Cayman Islands.

In addition, as a Cayman Islands exempted company, our Shareholders have no general
rights under Cayman Islands law to inspect corporate records and accounts or to obtain copies
of lists of Shareholders of these companies with the exception that the Shareholders may
request a copy of the Articles of Association. Our directors have discretion under our Articles
of Association to determine whether or not, and under what conditions, our corporate records
may be inspected by our Shareholders, but are not obliged to make them available to our
Shareholders. This may make it more difficult for you to obtain the information needed to
establish any facts necessary for a Shareholder motion or to solicit proxies from other
Shareholders in connection with a proxy contest. As a Cayman Islands company, we may not
have standing to initiate a derivative action in a federal court of the United States. As a result,
you may be limited in your ability to protect your interests if you are harmed in a manner that
would otherwise enable you to sue in a Hong Kong or U.S. federal court. In addition,
shareholders of Cayman Islands companies may not have standing to initiate a shareholder
derivative action in Hong Kong or United States federal courts.

Some of our directors and executive officers reside outside of Hong Kong and the United
States and a substantial portion of their assets are located outside of Hong Kong and the United
States. As a result, it may be difficult or impossible for you to bring an action against us or
against these individuals in the Cayman Islands or in China in the event that you believe that
your rights have been infringed under the securities laws of Hong Kong, the United States or
otherwise. In addition, some of our operating subsidiaries are incorporated in China. To the
extent our directors and executive officers reside in China or their assets are located in China,
it may not be possible for investors to effect service of process upon us or our management
inside China. Even if you are successful in bringing an action, the laws of the Cayman Islands
and China may render you unable to enforce a judgment against our assets or the assets of our
directors and officers. There is no statutory recognition in the Cayman Islands of judgments
obtained in the United States, Hong Kong or China, although the courts of the Cayman Islands
will generally recognize and enforce a non-penal judgment of a foreign court of competent
jurisdiction without retrial on the merits.

As a result of all of the above, public shareholders may have more difficulty in protecting
their interests in the face of actions taken by management, members of the Board or controlling
shareholders than they would as public shareholders of a Hong Kong company or a U.S.
company.

Taxing authorities could reallocate our taxable income among our subsidiaries, which
could increase our overall tax liability.

We are incorporated under the laws of the Cayman Islands and currently have subsidiaries
in China, Hong Kong, the Cayman Islands, the United States, Australia and the British Virgin
Islands. If we succeed in growing our business we expect to conduct increased operations
through our subsidiaries in various tax jurisdictions pursuant to transfer pricing arrangements
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between us, our parent company and our subsidiaries. If two or more affiliated companies are
located in different countries, the tax laws or regulations of each country generally will require
that transfer prices be the same as those between unrelated companies dealing at arms’ length
and that appropriate documentation is maintained to support the transfer prices. While we
believe that we operate in compliance with applicable transfer pricing laws and intend to
continue to do so, our transfer pricing procedures are not binding on applicable tax authorities.

If tax authorities in any of these countries were to successfully challenge our transfer
prices as not reflecting arms’ length transactions they could require us to adjust our transfer
prices and thereby reallocate our income to reflect these revised transfer prices, which could
result in a higher tax liability to us. In addition, if the country from which the income is
reallocated does not agree with the reallocation, both countries could tax the same income,
resulting in double taxation. If tax authorities were to allocate income to a higher tax
jurisdiction, subject our income to double taxation or assess interest and penalties, it would
increase our consolidated tax liability, which could adversely affect our financial condition,
results of operations and cash flows.

A tax authority could assert that we are subject to tax in a jurisdiction where we believe
we have not established a taxable connection, often referred to as a “permanent establishment”
under international tax treaties, and such an assertion, if successful, could increase our
expected tax liability in one or more jurisdictions. A tax authority may take the position that
material income tax liabilities, interest and penalties are payable by us, in which case, we
expect that we might contest such assessment. Contesting such an assessment may be lengthy
and costly and if we were unsuccessful in disputing the assessment, the implications could
increase our anticipated effective tax rate, where applicable.

There can be no assurance that we will not be a passive foreign investment company
(“PFIC”) for U.S. federal income tax purposes for any taxable year, which could subject
U.S. investors in our ADSs or shares to significant adverse U.S. federal income tax
consequences.

In general, a non-U.S. corporation will be a PFIC for any taxable year in which (i) 75%
or more of its gross income consists of passive income or (ii) 50% or more of the value of its
assets (generally determined on a quarterly average basis) consists of assets that produce, or
are held for the production of, passive income (the “asset test”). For purposes of the above
calculations, a non-U.S. corporation that directly or indirectly owns at least 25% by value of
the shares of another corporation is treated as if it held its proportionate share of the assets of
the other corporation and received directly its proportionate share of the income of the other
corporation. Passive income generally includes interest, dividends, gains from certain property
transactions, rents and royalties (other than certain rents or royalties derived in the active
conduct of a trade or business). For these purposes, cash is a passive asset and the value of a
non-U.S. corporation’s goodwill (which may be determined by reference to the excess of the
sum of its market capitalization and liabilities over its booked assets) generally should be an
active asset to the extent attributable to business activities that produce non-passive income.

Based on the current market price of our ADSs and our current and expected composition
of income and assets, we do not expect to be a PFIC for our current taxable year. However, our
assets other than goodwill are expected to consist primarily of cash and cash equivalents for
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the foreseeable future. Therefore, whether we will satisfy the asset test for the current or any
future taxable year will depend largely on the quarterly value of our goodwill (which may be
determined by reference to the market price of our ADSs, which could be volatile given the
nature and early stage of our business). If our market capitalization declines while we continue
to hold a significant amount of cash (including cash raised in this offering) the risk that we will
be a PFIC will increase. Furthermore, we may be a PFIC for any taxable year in which our
interest and other investment income constitutes 75% or more of the sum of (i) such interest
and investment income and (ii) the excess of our revenue over cost of goods sold. In addition,
a company’s PFIC status is an annual determination that can be made only after the end of each
taxable year. Therefore, we cannot give any assurance as to whether we are a PFIC for the
current or any future taxable year.

Subject to the discussion in the next paragraph, if we are or become a PFIC, U.S.
investors generally would be subject to adverse U.S. federal income tax consequences, such as
increased tax liabilities on capital gains and certain distributions, and interest charges on taxes
deemed to be deferred. If we are a PFIC for any taxable year during which a U.S. investor owns
ADSs or shares, we will generally continue to be treated as a PFIC with respect to such investor
for all succeeding years during which the investor own ADSs or shares (unless the investor
timely makes a valid “deemed sale” election), even if we cease to meet the threshold
requirements for PFIC status. A mark-to-market election may be available with respect our
ADSs, which would result in U.S. federal income tax consequences to holders of our ADSs that
are different from those described above.

U.S. investors would be subject to alternative treatment if we are a PFIC for any taxable
year and we provide the information necessary to make a qualified electing fund (“QEF”)
election. If we determine at our discretion that we were a PFIC for any taxable year, we intend
to provide to U.S investors, following their request, the information necessary for them to make
a QEF election with respect to us. U.S. investors that make the QEF election for the first
taxable year that we are a PFIC will be taxed on a current basis on their pro rata share of our
ordinary earnings and net capital gain (at ordinary income and capital gain rates, respectively)
for each taxable year that we are a PFIC. Any distributions paid by us out of our earnings and
profits that were previously included in the U.S. investor’s income under the QEF election
would not be taxable to such investors. U.S. investors will increase their tax basis in their ADSs
or shares by an amount equal to any income included under the QEF election and will decrease
their tax basis by any amount distributed on the ADSs or shares that is not included in income.
U.S. investors should consult their tax advisors regarding the consequences of making a valid
and timely QEF election if we are a PFIC.

If a U.S. investor owns ADSs or shares during any year in which we are a PFIC, such
investor generally will be required to file annual reports on IRS Form 8621 (or any successor
form) with respect to us, generally with their U.S. federal income tax return for that year. U.S.
investors should consult their tax advisors regarding the determination of whether we are a
PFIC for any taxable year and the potential application of the PFIC rules.
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Holders of our Shares and/or ADSs may have difficulty enforcing judgments obtained
against us.

We are a company incorporated under the laws of the Cayman Islands, and substantially
all of our assets are located outside the United States. Substantially all of our current operations
are conducted in the PRC. In addition, some of our directors and officers are nationals and
residents of countries or regions other than the United States or Hong Kong. A substantial
portion of the assets of these persons are located outside the United States. As a result, it may
be difficult for investors to effect service of process within the United States or Hong Kong
upon these persons, or to bring an action against us or against these individuals in the United
States or Hong Kong in the event that they believe that their rights have been infringed under
the U.S. federal securities laws, Hong Kong laws or otherwise. Even if shareholders are
successful in bringing an action of this kind, the laws of the Cayman Islands and China may
render them unable to enforce a judgment against our assets or the assets of our directors and
officers. There is uncertainty as to whether the courts of the Cayman Islands or China would
recognize or enforce judgments of U.S. courts against us or such persons predicated upon the
civil liability provisions of the securities laws of the United States or any state.

The recognition and enforcement of foreign judgments are provided for under China Civil
Procedures Law. PRC courts may recognize and enforce foreign judgments in accordance with
the requirements of China Civil Procedures Law based either on treaties between China and the
country where the judgment is made or on principles of reciprocity between jurisdictions.
China does not have any treaties or other forms of reciprocity with the United States that
provide for the reciprocal recognition and enforcement of foreign judgments. In addition,
according to China Civil Procedures Law, China courts will not enforce a foreign judgment
against us or our directors and officers if they decide that the judgment violates the basic
principles of PRC laws or national sovereignty, security or public interest. As a result, it is
uncertain whether and on what basis a PRC court would enforce a judgment rendered by a court
in the United States.

Holders of ADSs may be subject to limitations on transfers of their ADSs.

ADSs are transferable on the books of the depositary. However, the depositary may close
its transfer books at any time or from time to time when it deems expedient in connection with
the performance of its duties. In addition, the depositary may refuse to deliver, transfer or
register transfers of ADSs generally when our books or the books of the depositary are closed,
or at any time if we or the depositary deems it advisable to do so because of any requirement
of law or of any government or governmental body, or under any provision of the deposit
agreement, or for any other reason.

Substantial future sales or perceived potential sales of our Shares, ADSs, or other equity
or equity-linked securities in the public market could cause the price of our Shares and/or
ADSs to decline.

Sales of our Shares, ADSs, or other equity or equity-linked securities in the public market,
or the perception that these sales could occur, could cause the market price of our Shares and/or
ADSs to decline significantly. All of our Shares represented by ADSs were freely transferable
by persons other than our affiliates without restriction or additional registration under the U.S.
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Securities Act. The Shares held by our affiliates are also available for sale, subject to volume
and other restrictions as applicable under Rule 144 of the U.S. Securities Act, under trading
plans adopted pursuant to Rule 10b5-1 or otherwise.

Divestiture in the future of our Shares and/or ADSs by Shareholders, the announcement
of any plan to divest our Shares and/or ADS, or hedging activity by third-party financial
institutions in connection with similar derivative or other financing arrangements entered into
by Shareholders, could cause the price of our Shares and/or ADSs to decline.

Furthermore, although all of our directors and executive officers have agreed to a lock-up
of their Shares, any major disposal of our Shares and/or ADSs by any of them upon expiration
of the relevant lock-up periods (or the perception that these disposals may occur upon the
expiration of the lock-up period) may cause the prevailing market price of our Shares and/or
ADSs to fall which could negatively impact our ability to raise equity capital in the future.

The different characteristics of the capital markets in Hong Kong and the U.S. may
negatively affect the trading prices of our Shares and/or ADSs.

Upon the Listing, we will be subject to Hong Kong and Nasdaq listing and regulatory
requirements concurrently. The Hong Kong Stock Exchange and Nasdaq have different trading
hours, trading characteristics (including trading volume and liquidity), trading and listing
rules, and investor bases (including different levels of retail and institutional participation). As
a result of these differences, the trading prices of our Shares and our ADSs may not be the
same, even allowing for currency differences. Fluctuations in the price of our ADSs due to
circumstances peculiar to the U.S. capital markets could materially and adversely affect the
price of our Shares, or vice versa. Certain events having significant negative impact
specifically on the U.S. capital markets may result in a decline in the trading price of our
Shares notwithstanding that such event may not impact the trading prices of securities listed
in Hong Kong generally or to the same extent, or vice versa. Because of the different
characteristics of the U.S. and Hong Kong capital markets, the historical market prices of our
ADSs may not be indicative of the trading performance of our Shares after the Global Offering.

Exchange between our Shares and our ADSs may adversely affect the liquidity and/or
trading price of each other.

Our ADSs are currently traded on Nasdaq. Subject to compliance with U.S. securities law
and the terms of the Deposit Agreement, holders of our Shares may deposit Shares with the
depositary in exchange for the issuance of our ADSs. Any holder of ADSs may also withdraw
the underlying Shares represented by the ADSs pursuant to the terms of the Deposit Agreement
for trading on the Hong Kong Stock Exchange. In the event that a substantial number of Shares
are deposited with the depositary in exchange for ADSs or vice versa, the liquidity and trading
price of our Shares on the Hong Kong Stock Exchange and our ADSs on Nasdaq may be
adversely affected.
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The time required for the exchange between our Shares and ADSs might be longer than
expected and investors might not be able to settle or effect any sale of their securities
during this period, and the exchange of Shares into ADSs involves costs.

There is no direct trading or settlement between Nasdaq and the Hong Kong Stock
Exchange on which our ADSs and our Shares are respectively traded. In addition, the time
differences between Hong Kong and New York and unforeseen market circumstances or other
factors may delay the deposit of Shares in exchange of ADSs or the withdrawal of Shares
underlying the ADSs. Investors will be prevented from settling or effecting the sale of their
securities during such periods of delay. In addition, there is no assurance that any exchange of
Shares into ADSs (and vice versa) will be completed in accordance with the timelines investors
may anticipate.

Furthermore, the depositary for the ADSs is entitled to charge holders fees for various
services including for the issuance of ADSs upon deposit of Shares, cancelation of ADSs,
distributions of cash dividends or other cash distributions, distributions of ADSs pursuant to
share dividends or other free share distributions, distributions of securities other than ADSs
and annual service fees. As a result, Shareholders who exchange Shares into ADSs, and vice
versa, may not achieve the level of economic return the Shareholders may anticipate.

If securities or industry analysts do not continue to publish research or publish inaccurate
or unfavorable research about our business, the market price for our Shares and/or ADSs
and trading volume could decline.

The trading market for our Shares and/or ADSs relies in part on the research and reports
that equity research analysts publish about us or our business. We do not control these analysts.
If research analysts do not maintain adequate research coverage or if one or more of the
analysts who covers us downgrades our Shares and/or ADSs or publishes inaccurate or
unfavorable research about our business, the market price for our Shares and/or ADSs would
likely decline. If one or more of these analysts cease coverage of our company or fail to publish
reports on us regularly, we could lose visibility in the financial markets, which, in turn, could
cause the market price or trading volume for the Shares and/or ADSs to decline significantly.

As the public offering price is higher than our net tangible book value per ordinary share,
you will incur immediate and substantial dilution.

If you purchase Shares in the Global Offering, you will pay more for your Shares than the
amount paid by existing holders for their Shares or ADSs on a per ordinary share basis. As a
result, you will experience immediate and substantial dilution after giving effect to the Global
Offering. In addition, you will experience further dilution to the extent that our Shares are
issued upon the exercise of share options or vesting of restricted share units. All of the Shares
issuable upon the exercise of currently outstanding share options will be issued at a purchase
price on a per ordinary share basis that is less than the public offering price per ordinary share
in the Global Offering.
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An active trading market for our Shares on the Hong Kong Stock Exchange might not
develop or be sustained and trading prices of our Shares might fluctuate significantly.

Following the completion of the Global Offering, we cannot assure you that an active
trading market for our Shares on the Hong Kong Stock Exchange will develop or be sustained.
The trading price or liquidity for our ADSs on Nasdaq might not be indicative of those of our
Shares on the Hong Kong Stock Exchange following the completion of the Global Offering. If
an active trading market of our Shares on the Hong Kong Stock Exchange does not develop or
is not sustained after the Global Offering, the market price and liquidity of our Shares could

be materially and adversely affected.

In 2014, the Hong Kong, Shanghai and Shenzhen Stock Exchanges collaborated to create
an inter-exchange trading mechanism called Stock Connect that allows international and
mainland Chinese investors to trade eligible equity securities listed in each other’s markets
through the trading and clearing facilities of their home exchange. Stock Connect currently
covers over 2,000 equity securities trading in the Hong Kong, Shanghai and Shenzhen markets.
Stock Connect allows mainland Chinese investors to trade directly in eligible equity securities
listed on the Hong Kong Stock Exchange, known as Southbound Trading; without Stock
Connect, mainland Chinese investors would not otherwise have a direct and established means
of engaging in Southbound Trading. The ineligibility or any delay of our Shares for trading
through Stock Connect will affect mainland Chinese investors’ ability to trade our Shares and
therefore may limit the liquidity of the trading of our Shares on the Hong Kong Stock
Exchange.

Since there will be a gap of several days between pricing and trading of our Shares, the
price of our ADSs traded on Nasdaq may fall during this period and could result in a fall
in the price of our Shares to be traded on the Hong Kong Stock Exchange.

The pricing of the Offer Shares will be determined on the Price Determination Date.
However, our Shares will not commence trading on the Hong Kong Stock Exchange until they
are delivered, which is expected to be about four Hong Kong business days after the Price
Determination Date. As a result, investors may not be able to sell or otherwise deal in our
Shares during that period. Accordingly, holders of our Shares are subject to the risk that the
trading price of our Shares could fall when trading commences as a result of adverse market
conditions or other adverse developments that could occur between the Price Determination
Date and the time trading begins. In particular, as our ADSs will continue to be traded on
Nasdaq and their price can be volatile, any fall in the price of our ADSs may result in a fall
in the price of our Shares to be traded on the Hong Kong Stock Exchange.
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There is uncertainty as to whether Hong Kong stamp duty will apply to the trading or
conversion of our ADSs following our initial public offering in Hong Kong and Listing of
our Shares on the Hong Kong Stock Exchange.

In connection with our initial public offering of Shares in Hong Kong, or the Hong Kong
IPO, we will establish a branch register of members in Hong Kong, or the Hong Kong share
register. Our Shares that are traded on the Hong Kong Stock Exchange, including those to be
issued in the Hong Kong IPO and those that may be converted from ADSs, will be registered
on the Hong Kong share register, and the trading of these Shares on the Hong Kong Stock
Exchange will be subject to the Hong Kong stamp duty. To facilitate ADS-ordinary share
conversion and trading between Nasdaq and the Hong Kong Stock Exchange, we also intend
to move a portion of our issued Shares from our register of members maintained in the Cayman
Islands to our Hong Kong share register.

Under the Hong Kong Stamp Duty Ordinance, any person who effects any sale or
purchase of Hong Kong stock, defined as stock the transfer of which is required to be registered
in Hong Kong, is required to pay Hong Kong stamp duty. The stamp duty is currently set at
a total rate of 0.2% of the greater of the consideration for, or the value of, shares transferred,
with 0.1% payable by each of the buyer and the seller. To the best of our knowledge, Hong
Kong stamp duty has not been levied in practice on the trading or conversion of ADSs of
companies that are listed in both the United States and Hong Kong and that have maintained
all or a portion of their ordinary shares, including ordinary shares underlying ADSs, in their
Hong Kong share registers. However, it is unclear whether, as a matter of Hong Kong law, the
trading or conversion of ADSs of these dual-listed companies constitutes a sale or purchase of
the underlying Hong Kong-registered ordinary shares that is subject to Hong Kong stamp duty.
We advise investors to consult their own tax advisors on this matter. If Hong Kong stamp duty
is determined by the competent authority to apply to the trading or conversion of our ADSs,
the trading price and the value of your investment in our Shares and/or ADSs may be affected.

There can be no assurance of the accuracy or completeness of certain facts, forecasts and
other statistics obtained from various independent third party sources, including the
industry expert reports, contained in this prospectus.

This prospectus, particularly the sections headed “Business” and “Industry Overview,”
contains information and statistics relating to the global and China oncology drug markets.
Such information and statistics have been derived from a third-party report commissioned by
us and publicly available sources. We believe that the sources of the information are
appropriate sources for such information, and we have taken reasonable care in extracting and
reproducing such information. However, we cannot guarantee the quality or reliability of such
source materials. The information has not been independently verified by us, the Joint
Sponsors, the Joint Representatives, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers, or any other party involved in the Global Offering, and no representation
is given as to its accuracy. Collection methods of such information may be flawed or
ineffective, or there may be discrepancies between published information and market practice,
which may result in the statistics included in this prospectus being inaccurate or not
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comparable to statistics produced for other economies. You should therefore not place undue
reliance on such information. In addition, we cannot assure you that such information is stated
or compiled on the same basis or with the same degree of accuracy as similar statistics
presented elsewhere. You should consider carefully the importance placed on such information
or statistics.

You should read the entire document carefully and should not rely on any information
contained in press articles or other media regarding us and the Global Offering. We strongly
caution you not to rely on any information contained in press articles or other media regarding
us and the Global Offering. Prior to the publication of this prospectus, there has been press and
media coverage regarding us and the Global Offering. Such press and media coverage may
include references to certain information that does not appear in this prospectus, including
certain operating and financial information and projections, valuations and other information.
We have not authorized the disclosure of any such information in the press or media and do not
accept any responsibility for any such press or media coverage or the accuracy or completeness
of any such information or publication. We make no representation as to the appropriateness,
accuracy, completeness or reliability of any such information or publication. To the extent that
any such information is inconsistent or conflicts with the information contained in this
prospectus, we disclaim responsibility for it and you should not rely on such information.

You should read the entire document carefully, and we strongly caution you not to place
any reliance on any information contained in press articles or other media regarding us
or the Global Offering.

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

strict compliance with the relevant provisions of the Listing Rules, the SFO and the Companies

(WUMP) Ordinance and have applied for a ruling under the Takeovers Code:

No. Rules Subject matter
1. Rule 2.07A of the Listing Rules Printed Corporate Communications
2. Rules 4.04(3)(a), 4.05(2) and 4.13 of Disclosure Requirements Relating to

the Listing Rules and Paragraph
31(3)(b) of the Third Schedule to
the Companies (WUMP) Ordinance

3. Paragraphs 27 and 31 of the Third

Schedule to the Companies
(WUMP) Ordinance

4, Rule 9.09(b) of the Listing Rules

5. Rule 10.04 and Paragraph 5(2) of
Appendix 6 to the Listing Rules

6. Rules 12.04(3), 12.07 and 12.11 of
the Listing Rules

7. Rule 13.25B of the Listing Rules
8. Rules 19C.07(1), 19C.07(3),

19C.07(4) and 19C.07(7) of the
Listing Rules

9. Paragraph 27 of Appendix 1A to the
Listing Rules and Paragraph 10 of
the Third Schedule to the
Companies (WUMP) Ordinance

10. Guidance Letter HKEX-GL37-12
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the Accountants’ Report

Disclosure of Financial Results for
Two Financial Years in the
Accountants’ Report

Dealings in Shares prior to Listing

Subscription for Shares by Existing
Shareholders

Printed Prospectuses

Monthly Return

Shareholder Protection Requirements
in Relation to Changes to Class
Rights, Approval, Removal and
Remuneration of Auditors, Annual
General Meeting and Requisition of
Extraordinary General Meeting by
Shareholders

Disclosure Requirements of Options

Timing Requirement of Liquidity
Disclosure



WAIVERS AND EXEMPTIONS

No. Rules Subject matter
11. Paragraphs 33(2), 33(3), 46(2), 46(3) Disclosure Requirements of the
of Appendix 1A to the Listing Remuneration of Directors and Five
Rules Individuals Whose Emoluments
Were Highest
12. Section 4.1 of the Introduction to the = Determination of Whether a Company

Takeovers Code is a “Public Company in Hong

Kong”
13. Part XV of the SFO Disclosure of Interests
14. Paragraphs 41(4) and 45 of Appendix

1A to and Practice Note 5 of the
Listing Rules

Disclosure of Interests Information

15. Paragraph 15(2)(c) of Appendix 1A to Disclosure of Offer Price

the Listing Rules

16. Paragraph 4.2 of Practice Note 18 of
the Listing Rules

Clawback Mechanism

17. Rule 13.48(1) and Practice Note 10 of
the Listing Rules

Publication of Interim Report

PRINTED CORPORATE COMMUNICATIONS

Rule 2.07A of the Listing Rules provides that a listed issuer may send or otherwise make
available to the relevant holders of its securities any corporate communication by electronic
means, provided that either the listed issuer has previously received from each of the relevant
holders of its securities an express, positive confirmation in writing or the shareholders of the
listed issuer have resolved in a general meeting that the listed issuer may send or supply
corporate communications to shareholders by making them available on the listed issuer’s own
website or the listed issuer’s constitutional documents contain provision to that effect, and
certain conditions are satisfied.

Our ADSs have been listed on Nasdaq since 2017. We have a diverse shareholder base
with ADS holders globally.

We do not currently produce or send out any corporate communications to our
shareholders or holders of ADSs in printed form unless requested or in limited circumstances.
We publicly file or furnish various corporate communications with the SEC which are posted
on the SEC’s website. Our annual reports on Form 20-F and current reports on Form 6-K and
all amendments to these reports are also available free of charge on our website as soon as
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reasonably practicable after they are filed with or furnished to the SEC. Further, we will post
our proxy materials and notices to our shareholders and holders of ADSs on a publicly
accessible website. In addition, the depositary bank which administers our ADS program will
send a notice as well as an ADS voting instruction card to our ADS holders.

Apart from the Hong Kong Offer Shares that we will offer for subscription by the public
in Hong Kong, the International Offer Shares will be placed to professional, institutional,
corporate and other investors in Hong Kong and elsewhere in the world. Given our diverse
shareholder base and the potential number of countries in which our shareholders are located,
we consider that it would not be practicable for us to send printed copies of all our corporate
communications to all of our shareholders. Further, we consider that it would also not be
practicable for us to approach our existing shareholders individually to seek confirmation from
them of their wish to receive corporate communications in electronic form, or to provide them
with the right to request corporate communications in printed form instead.

We have applied for, and the Hong Kong Stock Exchange has granted us, a waiver from
strict compliance with Rule 2.07A of the Listing Rules on the conditions that we will:

(a) issue all future corporate communications as required by the Listing Rules on our
own website in English and Chinese, and on the Hong Kong Stock Exchange’s
website in English and Chinese;

(b) provide printed copies of proxy materials in English and/or Chinese to our
shareholders at no cost upon request; and

(c) ensure that the “Investor Relations” page of  our website
(http://www.zailaboratory.com) will direct investors to all of our future filings

with the Hong Kong Stock Exchange.

DISCLOSURE REQUIREMENTS RELATING TO THE ACCOUNTANTS’ REPORT

Rules 4.04(3)(a), 4.05(2) and 4.13 of the Listing Rules and Paragraph 31(3)(b) of the
Third Schedule to the Companies (WUMP) Ordinance set out certain historical financial
information to be included in a listing document that is not required to be disclosed under U.S.
GAAP, including in particular:

(a) balance sheet at a company level;

(b) aging analysis of accounts receivables;

(c) aging analysis of accounts payables; and

(d) adjustments made to show profits of all periods in accordance with the relevant
accounting standards in relation to the last fiscal year reported on.
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In accordance with U.S. GAAP, we have applied the modified retrospective method or
prospective method to account for the impact of the adoption of certain new accounting
standards in the Track Record Period. Under the modified retrospective method and
prospective method adopted by our Group, comparative periods in the latest consolidated
financial statements are not retrospectively adjusted.

During the Track Record Period, we adopted, among other new accounting standards that
did not have a material impact on our consolidated financial statements, Accounting Standards
Update 2014-09 “Revenue from Contracts with Customers (Topic 606)” and related
amendments and implementation guidance, or ASC 606, and Accounting Standards Update
2016-02 “Leases” (Topic 842) including certain transitional guidance and subsequent
amendments, or ASC 842, and Accounting Standards Update 2016-13 “Credit Losses,
Measurement of Credit Losses on Financial Instruments” including related technical
corrections and improvements, or ASU 2016-13. The relevant accounting policies upon the
adoption of these new accounting standards are disclosed in the Accountants’ Report set out in
Appendix I to this prospectus.

ASC 606 was adopted beginning January 1, 2018 using the modified retrospective
transition method. Given there was no revenue for the periods before January 1, 2018, there
were no transition adjustments. Under ASC 606, the Group recognizes revenue when its
customer obtains control of promised goods or services, in an amount that reflects the
consideration expected to be received in exchange for those goods or services.

ASC Topic 842, Leases was adopted on January 1, 2019 using the modified retrospective
transition approach by applying the new lease standard to all leases existing as of January 1,
2019, the date of initial application, and no adjustments were made to the comparative periods.
Adoption of the new lease standard resulted in the recognition of operating lease right-of-use
assets and operating lease liabilities on the consolidated balance sheet as of January 1, 2019.
The adoption of the new lease standard does not have any significant impact on the
consolidated statements of operations and comprehensive income and cash flows of the Group
and there was no adjustment to the beginning retained earnings on January 1, 2019.

ASU 2016-13 was adopted on January 1, 2020 using the modified retrospective transition
approach. ASU 2016-13 replaces the existing impairment model for most financial assets from
an incurred loss impairment model to a current expected credit loss model, which requires an
entity to recognize an impairment allowance equal to its current estimate of all contractual cash
flows the entity does not expect to collect. Based on the composition of the Group’s trade
receivables and investment portfolio,the adoption does not have any significant impact on the
consolidated statements of operations and comprehensive income and cash flows of the Group
and there was no adjustment to the beginning retained earnings on January 1, 2020.

As alternative disclosures with respect to certain items identified above which are
relevant to us, the accounting policies for the adoption of ASC 606, ASC 842 and ASU 2016-13
as well as the impact of adoption, if any, are disclosed under notes 2(s), 2(I), 2(g) and 2(ab)
respectively in the Accountants’ Report set out in Appendix I to this prospectus.

As this prospectus has included the above alternative disclosures and the current
disclosure contains all information which is necessary for investors to make an informed
assessment of the business, asset and liability, financial position, trading position, management
and prospect of our Group, we believe that it would be of no material value to the Hong Kong
investors and be unduly burdensome for the Accountants’ Report in Appendix I to include
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certain required information pursuant to Rules 4.04(3)(a), 4.05(2) and 4.13 of the Listing Rules
and Paragraph 31(3)(b) of the Third Schedule to the Companies (WUMP) Ordinance and that
the non-disclosure of such information will not prejudice the interests of investors.

We have applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict
compliance with the requirements under Rules 4.04(3)(a), 4.05(2) and 4.13 of the Listing
Rules. We have applied for, and the SFC has granted, an exemption from the requirements
under Paragraph 31(3)(b) of the Third Schedule to the Companies (WUMP) Ordinance. The
SFC has granted an exemption referred to above on the conditions that: (i) the particulars of
such exemption are set out in this prospectus and (ii) this prospectus will be issued on or before
September 17, 2020.

DISCLOSURE OF FINANCIAL RESULTS FOR TWO FINANCIAL YEARS IN THE
ACCOUNTANTS’ REPORT

According to paragraph 27 of Part I of the Third Schedule to the Companies (WUMP)
Ordinance, we are required to include in the prospectus a statement as to our gross trading
income or sales turnover (as the case may be) during each of the three financial years
immediately preceding the issue of this prospectus as well as an explanation of the method used
for the computation of such income or turnover and a reasonable breakdown of the more
important trading activities.

According to paragraph 31 of Part II of the Third Schedule to the Companies (WUMP)
Ordinance, we are required to include in this prospectus a report prepared by our auditor with
respect to our profits and losses and assets and liabilities in respect of each of the three
financial year immediately preceding the issue of this prospectus.

According to Rule 4.04(1) of the Listing Rules, the Accountants’ Report contained in the
prospectus must include, inter alia, our results in respect of each of the three financial years
immediately preceding the issue of the prospectus or such shorter period as may be acceptable
to the Stock Exchange.

According to Rule 18A.06 of the Listing Rules, an eligible biotech company shall comply
with Rule 4.04 modified so that references to “three financial years” or “three years” in that
rule shall instead reference to “two financial years” or “two years,” as the case may be.

In compliance with the abovementioned requirements under the Listing Rules, the

Accountants’ Report set out in Appendix I to this prospectus cover the two financial years
ended December 31, 2018, 2019 and the six months ended June 30, 2020.
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We have applied for, and the SFC has granted, an exemption from the requirements under
Paragraphs 27 and 31 of the Third Schedule to the Companies (WUMP) Ordinance on the
following grounds and on the conditions that particulars of the exemption are set out in this
prospectus and that this prospectus will be issued on or before September 17, 2020:

(a) we are primarily engaged in the research and development, application and
commercialisation of biotech products, and falls within the scope of biotech
company as defined under Chapter 18A of the Listing Rules. We will fulfill the
additional conditions for listing required under Chapter 18A;

(b) the Accountants’ Report for each of the two financial years ended December 31,
2018 and 2019 has been prepared and is set out in Appendix I to this prospectus in
accordance with Rule 18A.06 of the Listing Rules;

(c) notwithstanding that the financial results set out in this prospectus are only for the
two years ended December 31, 2018 and 2019 and the six months ended June 30,
2020 in accordance with Chapter 18A of the Listing Rules, other information
required to be disclosed under the Listing Rules and requirements under the
Companies (WUMP) Ordinance has been adequately disclosed in this prospectus
pursuant to the relevant requirements (except for those for which an exemption has
been sought). Strict compliance with section 342(1)(b) of the Companies (WUMP)
Ordinance in relation to the requirements of paragraphs 27 and 31 of the Third
Schedule to the Companies (WUMP) Ordinance would be unduly burdensome, as
this would require additional work to be performed by us and the reporting
accountants; and

(d) the Accountants’ Report covering the two financial years ended December 31, 2018
and 2019 and the six months ended June 30, 2020 (as set out in Appendix I to this
prospectus), together with other disclosure in this prospectus, have already provided
adequate and reasonable up-to-date information in the circumstances for the
potential investors to make an informed assessment of our business, assets and
liabilities, financial position, management and prospects and to form a view on our
track record. Therefore, the exemption would not prejudice the interest of the

investing public.

DEALINGS IN SHARES PRIOR TO LISTING

According to Rule 9.09(b) of the Listing Rules, there must be no dealing in the securities
of a new applicant for which listing is sought by any core connected person of the issuer from
four clear business days before the expected hearing date until listing is granted (the “Relevant
Period”).
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Our ADSs are widely held, publicly traded and listed on Nasdaq. We are therefore not in
a position to control the investment decisions of our shareholders or the investing public in the
U.S. Solely based on public filings with the SEC as of the Latest Practicable Date, other than
QMI11 Limited, there are no shareholders who hold more than 10% of our total issued share

capital.

In addition, for a company whose securities are listed and traded in the U.S., it is common
practice for substantial shareholders and corporate insiders, including directors, executives and
other members of management, to set up trading plans that meet the requirements of Rule
10b5-1 under the U.S. Exchange Act (the “Rule 10b5-1 Plans™) to buy or sell the company’s
securities. A Rule 10b5-1 Plan is a written plan, set up with a broker, to trade securities that
(a) is entered into at a time when the person trading the securities is not aware of any material
non-public information; (b) specifies the amount of securities to be purchased or sold and the
price at which and the date on which the securities were to be purchased or sold; and (c) does
not allow the person trading the securities to exercise any subsequent influence over how,
when, or whether to effect purchases or sales. Persons who trade securities pursuant to a Rule
10b5-1 Plan have an affirmative defense against insider trading allegations under U.S.
securities law.

On the basis of the above, we consider that the following categories of persons
(collectively, the “Permitted Persons”) should not be subject to the dealing restrictions set out
in Rule 9.09(b) of the Listing Rules:

(a) all directors and chief executive of our Company and our subsidiaries in respect of
their respective dealings pursuant to the Rule 10b5-1 Plans which they have set up
prior to the Relevant Period (“Category 17);

(b) our directors and chief executive, and the directors and chief executives of our
Significant Subsidiaries and their close associates, only in respect of their respective
use of the Shares as security (including, for the avoidance of doubt, using Shares as
security in connection with entering into financing transactions during the Relevant
Period as well as satisfying any requirements to top-up security under the terms of
financing transactions entered into prior to the Relevant Period), provided that there
will be no change in the beneficial ownership of the Shares at the time of entering
into any such transactions during the Relevant Period (“Category 2”);

(c) directors, chief executives and substantial shareholders of our non-Significant
Subsidiaries and their close associates, other than those in Categories 1 and 2
(“Category 3”); and

(d) any other person (whether or not an existing Shareholder) who may, as a result of
dealings, become our substantial shareholder and who is not our director or chief
executive, or a director or chief executive of our subsidiaries, or their close
associates (“Category 47).
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For the avoidance of doubt,

(a)

(b)

as the foreclosure, enforcement or exercise of other rights by the lenders in respect
of a security interest over the Shares (including, for the avoidance of doubt, any
security interest created pursuant to any top-up of security) will be subject to the
terms of the financing transaction underlying such security and not within the
control of the pledgor, any change in the beneficial owner of the Shares during the
Relevant Period resulting from the foreclosure, enforcement or exercise of other
rights by the lenders in respect of such security interest will not be subject to Rule
9.09(b) of the Listing Rules; and

persons in Category 1 who are not dealing in the Company’s securities according to
the Rule 10b5-1 Plans set up before the Relevant Period and persons in Category 2
who use their respective Shares other than as described above in “Dealings in the
Shares prior to Listing” are subject to the restrictions under Rule 9.09(b) of the
Listing Rules.

We believe, subject to the conditions set forth below, the dealings in our securities by our

core connected persons will not prejudice the interests of our potential investors and are

aligned with the principles in the Hong Kong Stock Exchange’s Guidance Letter GL42-12.

We have applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict

compliance with Rule 9.09(b) of the Listing Rules subject to the following conditions:

(a)

(b)

(c)

(d)

Category 1 of the Permitted Persons have no discretion over dealings in the
Company’s ADSs after the Rule 10b5-1 Plans have been entered into;

Where Category 2 of the Permitted Persons use the Shares as security, there will be

no change in the beneficial ownership of the Shares during the Relevant Period;

Categories 3 and 4 of the Permitted Persons do not have any influence over the
Global Offering and do not possess any of our non-public inside information given
that such persons are not in a position with access to information that is considered
material to us taken as a whole. Given our vast ADS holder base, we and our
management do not have effective control over the investment decisions of
Categories 3 and 4 of the Permitted Persons in our ADSs;

we will promptly release any inside information to the public in the United States
and Hong Kong in accordance with the relevant laws and regulations of the U.S. and
Hong Kong. Accordingly, the Permitted Persons (other than Categories 1 and 2
persons) are not in possession of any non-public inside information of which we are

aware;
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(e) we will notify the Hong Kong Stock Exchange of any breaches of the dealing
restrictions by any of our core connected persons during the Relevant Period when
we become aware of the same other than dealings by the core connected persons who
are Permitted Persons within the permitted scopes set out above; and

(f) prior to the Listing Date, other than within the permitted scopes set out above, our
directors and chief executive, the directors and chief executives of our Significant
Subsidiaries and their close associates will not deal in the Shares or the ADSs during
the Relevant Period provided that such prohibited dealing in the Shares shall not
include the granting, vesting, payment or exercise (as applicable) of incentive and
non-statutory options, restricted and unrestricted shares or share units, dividend
equivalents, share appreciation rights and share payments under our Group’s Equity
Plans.

SUBSCRIPTION FOR SHARES BY EXISTING SHAREHOLDERS

Rule 10.04 of the Listing Rules requires that existing shareholders may only subscribe for
or purchase any securities for which listing is sought that are being marketed by or on behalf
of a new applicant either in his or its own name or through nominees if the conditions in Rule
10.03 of the Listing Rules are fulfilled. Paragraph 5(2) of Appendix 6 to the Listing Rules
states that, without the prior written consent of the Stock Exchange, no allocations will be
permitted to be made to directors, existing shareholders of a listing applicant or their close
associates, unless the conditions set out in Rules 10.03 and 10.04 are fulfilled.

The Stock Exchange’s Guidance Letter HKEX-GL85-16 provides that the Stock
Exchange will consider granting a waiver from Rule 10.04 and consent pursuant to paragraph
5(2) of Appendix 6 to the Listing Rules allowing an applicant’s existing shareholders or their
close associates to participate as a cornerstone investor in an initial public offering if any actual
or perceived preferential treatment arising from their ability to influence the applicant during
the allocation process can be addressed.

Paragraph 5.2 of Guidance Letter HKEX-GL92-18 provides that the Stock Exchange
permits existing shareholders to participate in the initial public offering of a biotech company
listed under Chapter 18A of the Listing Rules provided that the issuer complies with Rules
8.08(1) and 18A.07 of the Listing Rules in relation to shares held by the public. Further,
pursuant to paragraphs 5.2(i) and (ii) of Guidance Letter HKEX-GL92-18, an existing
shareholder holding less than 10% of shares in a listing applicant may subscribe for shares in
the Listing as either a cornerstone investor or as a placee, whereas an existing shareholder
holding 10% or more of shares in a listing applicant may subscribe for shares in the Listing as
a cornerstone investor.

As we are a biotech company seeking a listing under Chapter 18A of the Listing Rules,

existing shareholders are permitted to participate in the Listing in accordance with, and subject
to, paragraph 5.2 of Guidance Letter HKEx-GL92-18.
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In addition, as a company listed on Nasdaq, we are not in a position to prevent any person
or entity from acquiring our listed securities prior to the allocation of shares in connection with
the Global Offering. It would therefore be unduly burdensome for us to seek the prior consent
of the Stock Exchange for each of our existing shareholders or their close associates who
subscribe for Shares in the Global Offering.

We have applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict
compliance with the requirements of Rule 10.04 and Paragraph 5(2) of Appendix 6 to the
Listing Rules, such that (i) each existing shareholder holding less than 10% of shares as of the
Latest Practicable Date and/or their close associates may subscribe for shares in the Listing as
a placee; and (ii) each existing shareholder and/or their close associates may subscribe for
shares in the Listing as a cornerstone investor, subject to compliance with Rules 8.08(1) and
18A.07 of the Listing Rules in relation to shares held by the public, and the condition that our
Company, the Joint Representatives, the Joint Global Coordinators and the Joint Sponsors, to
the best of their knowledge and belief (and based on discussions between us and the Joint
Representatives and confirmations required to be submitted to the Stock Exchange by our
Company and the Joint Representatives), will confirm or have confirmed to the Stock
Exchange in writing that, as to existing shareholders and/or their close associates who
subscribe for shares in the Listing (such existing shareholders, the “Participating
Shareholders”) as placee, no preference in allocation was given and, as to Participating
Shareholders as cornerstone investor, no preference was given other than the preferential
treatment of assured entitlement at the International Offer Price and the terms must be

substantially the same as other cornerstone investors.

Allocation to the Participating Shareholders and/or their close associates will not be
disclosed in our allotment results announcement (other than to the extent that such
Participating Shareholders or close associates subscribe for shares as cornerstone investors)
unless such Participating Shareholders are interested in 5% or more of our issued share capital
after the Global Offering as disclosed in any public filings with the SEC, as it would be unduly
burdensome for us to disclose such information given that there is no requirement to disclose
interests in equity securities under the U.S. Exchange Act unless the beneficial ownership of
such person (including directors and officers of the company concerned) reaches more than 5%
of equity securities registered under Section 12 of the U.S. Exchange Act.

PRINTED PROSPECTUSES

Pursuant to Rules 12.04(3), 12.07 and 12.11 of the Listing Rules, we are required to make
available copies of the prospectus in printed form.

We do not intend to provide printed copies of the prospectus or of the white and yellow
application forms to the public in relation to the Hong Kong Public Offering. The proposed
waiver from the requirements to make available printed copies of the Prospectus is in line with
recent amendments to the Listing Rules relating to environmental, social and governance
(“ESG”) matters. As the Hong Kong Stock Exchange noted on page 1 of its Consultation
Conclusions on Review of the Environmental, Social and Governance Reporting Guide and
Related Listing Rules dated December 2019, such amendments relating to ESG matters “echo
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the increasing international focus on climate change and its impact on business.” Electronic,
in lieu of printed, prospectuses and application forms will help mitigate the environmental
impact of printing, including the exploitation of precious natural resources such as trees and
water, the handling and disposal of hazardous materials, air pollution, among others. In July
2020, the Stock Exchange also published a consultation paper in relation to a paperless listing
and subscription regime.

We also note that in light of the severity of the ongoing COVID-19 pandemic, the
provision of printed prospectuses and printed white and yellow application forms will elevate
the risk of contagion of the virus through printed materials. As of the Latest Practicable Date,
the government of Hong Kong has put in place strict social distancing measures to restrict
public gatherings. It is possible that stricter social distancing measures may be necessary later
if the number of cases of infection in the territory dramatically increases or maintains at a high
level. In any event, it is impossible to accurately predict the development of the COVID-19
pandemic as of the Latest Practicable Date. In this uncertain environment, an electronic
application process with a paperless prospectus will reduce the need for prospective investors
to gather in public, including branches of the receiving banks and other designated points of
collection, in connection with the Hong Kong Public Offering.

We have adopted a fully electronic application process for the Hong Kong Public Offering
and we will not provide printed copies of this prospectus or printed copies of any application
forms to the public in relation to the Hong Kong Public Offering. Our Hong Kong Share
Registrar has implemented enhanced measures to support White Form eIPO Service,
including increasing its server capacity and making available a telephone hotline to answer
investors’ queries in connection with the fully electronic application process. For details of the
telephone hotline and the application process, see “How to Apply for Hong Kong Offer
Shares.”

We will publish a formal notice of the Global Offering on the official websites of the
Hong Kong Stock Exchange and our Company and in selected English and Chinese local
newspapers describing the fully electronic application process including the available channels
for share subscription and the enhanced support provided by our Hong Kong Share Registrar
in relation to the Hong Kong Public Offering and reminding investors that no printed
prospectuses or application forms will be provided. We will also issue a press release to
highlight the available electronic channels for share subscription, and advertise through the
White Form eIPO Service Provider the electronic method for subscription of the Hong Kong
Offer Shares.

We have applied for, and the Hong Kong Stock Exchange has granted us, a waiver from
strict compliance with the requirements under Rule 12.04(3), Rule 12.07 and Rule 12.11 of the
Listing Rules in respect of the availability of copies of the prospectus in printed form based
on our specific and prevailing circumstances.

MONTHLY RETURN
Rule 13.25B of the Listing Rules requires a listed issuer to publish a monthly return in

relation to movements in its equity securities, debt securities and any other securitized
instruments, as applicable, during the period to which the monthly return relates.
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Under the Joint Policy Statement, a waiver from strict compliance with Rule 13.25B of
the Listing Rules is subject to the condition that the issuer can meet one of the following three
conditions:

(a) it has received a relevant partial exemption from Part XV of the SFO; or

(b) it publishes a “next day disclosure return” in strict compliance with Rule 13.25A of
the Listing Rules, regardless of the waiver of general effect from this Rule for
secondary listed issuers; or

(c) itis subject to overseas laws or regulations that have a similar effect to Rule 13.25B
of the Listing Rules and any differences are not material to shareholder protection.

As we have obtained a partial exemption from strict compliance with Part XV of the SFO
from the SFC, we have applied for, and the Hong Kong Stock Exchange has granted, a waiver
from strict compliance with the continuing obligations under Rule 13.25B of the Listing Rules.
We will disclose information about share repurchases, if material, in our quarterly or interim
earnings releases and annual reports on Form 20-F which are furnished or filed with the SEC
in accordance with applicable U.S. rules and regulations.

SHAREHOLDER PROTECTION REQUIREMENTS

For an overseas issuer seeking a secondary listing on the Hong Kong Stock Exchange,
Rule 19.30(1)(b) of the Listing Rules requires the overseas issuer’s primary listing is or is to
be on an exchange where the standards of shareholder protection are at least equivalent to those
provided in Hong Kong. Rule 19C.06 of the Listing Rules provides that Appendix 3 and
Appendix 13 of the Listing Rules do not apply to an overseas issuer that is a Non-Greater China
Issuer (as defined in the Listing Rules) or a Grandfathered Greater China Issuer seeking a
secondary listing under Chapter 19C of the Listing Rules. Rule 19C.07 of the Listing Rules
provides that the Hong Kong Stock Exchange will consider that a Non-Greater China Issuer or
a Grandfathered Greater China Issuer seeking a secondary listing has met the requirements of
Rule 19.30(1)(b) of the Listing Rules if it has met the shareholder protection standards by
reference to eight criteria set out in Rule 19C.07 of the Listing Rules. We are a Grandfathered
Greater China Issuer under Chapter 19C of the Listing Rules.

Change to Class Rights

Rule 19C.07(1) of the Listing Rules requires that a super-majority vote of the Qualifying
Issuer’s members in general meeting is required to approve changes to the rights attached to
any class of shares of the Qualifying Issuer. However, Article 23 of our Articles of Association
provides that the rights attaching to any class or series of shares (unless otherwise provided by
the terms of issue of the shares of that class or series) may be varied or abrogated with the
written consent of the holders of a majority of the issued shares of that class or series, or with
the sanction of a special resolution passed at a general meeting of the holders of the shares of
that class or series. Accordingly, under our Articles of Association, a super majority vote of our
Company’s members in general meeting is not required to approve changes to the rights
attached to any class of shares of the Company.
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We have applied for, and the Hong Kong Stock Exchange has granted us, a waiver from

strict compliance with Rule 19C.07(1) of the Listing Rules for the following reasons and

conditions:

(a)

(b)

(c)

as of the date of this prospectus, we only have one class of shares and we will adopt
transitional arrangements such that, after the Global Offering and until the following
proposed amendment to our Articles of Association is passed, we will not seek to
vary or abrogate any class right, and any request by shareholders to vary or abrogate
any class right will require the written consent of the holders of two-thirds of the
issued shares of that class or series, or with the sanction of a special resolution
passed at a general meeting of the holders of the shares of that class or series;

we will convene our next annual general meeting in the second quarter of 2021 and
put forth a resolution at such annual general meeting, to revise our Articles of
Association, so that the rights attaching to any class or series of shares (unless
otherwise provided by the terms of issue of the shares of that class or series) may
be varied or abrogated with the written consent of the holders of two-thirds of the
issued shares of that class or series, or with the sanction of a special resolution
passed at a general meeting of the holders of the shares of that class or series. In the
event that the proposed amendment is not approved by our shareholders at the next
annual general meeting, we will continue to put forth a resolution for the proposed
amendment at each of the following annual general meetings until such resolution
is passed; and

we have been advised by our legal advisers as to Cayman Islands law that there is
no legal impediment on the adoption of the above-mentioned transitional
arrangements, and that the adoption of such transitional arrangements is not in
breach of our Articles of Association or any rules and regulations in the Cayman
Islands.

Approval, removal and remuneration of auditors

Rule 19C.07(3) of the Listing Rules requires the appointment, removal and remuneration

of auditors to be approved by a majority of the Qualifying Issuer’s members or other body that

is independent of the issuer’s board of directors (the “Auditors Provision”). However, our

Articles of Association do not contain an equivalent Auditors Provision. We have applied for,

and the Hong Kong Stock Exchange has granted us, a waiver from strict compliance with Rule
19C.07(3) of the Listing Rules for the following reasons:

(a)

although our Company has not held any annual general meeting after our listing on
Nasdaq, and has therefore not put forth any resolution at any annual general meeting
ratifying the appointment of auditors, our Company’s shareholders have multiple
channels through which they can express their views in relation to the appointment,
removal or remuneration of auditors, including: (i) the shareholders are able to raise
any questions or issues in relation to auditors at the annual general meeting of our
Company which will be held every year after the Global Offering; and (ii) our
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(b)

(c)

(d)

(e)

Company holds regular investor meetings after the publication of our annual/interim
financials and shareholders will also be able to raise any issues in relation to
auditors at such meetings. We will also make available on our website
(http://www.zailaboratory.com) various channels of communication for

shareholders, such as investor relations hotlines and enquiry email addresses,
through which shareholders can raise any issue in relation to our auditors;

while our Articles of Associations do not contain an equivalent Auditors Provision,
the board of our Company formally delegated its power to appoint, remove and
remunerate auditors to our Company’s audit committee on August 7, 2017, prior to
our listing on Nasdaq. The charter of our audit committee, as determined by the
Board, provides that it is responsible for appointing an auditor, determining its
compensation and overseeing its work. Our audit committee is akin to an
independent body of the Board on the basis of the independence requirements set out
in applicable U.S. laws and Nasdaq rules. Our audit committee comprises of three
members, all of whom are independent directors as required by the U.S. Exchange
Act and applicable Nasdaq rules;

the nomination and appointment of our directors are governed by the rules of Nasdaq
and the laws of our place of incorporation, which is the Cayman Islands. Pursuant
to Nasdaq Stock Market Rule 5605(e) (“Nasdaq Rule 5605(e)”), director nominees,
including independent director nominees, must be selected, or recommended for the
board’s selection, either by: (i) a majority of the independent directors or (ii) a
nominations committee comprised solely of independent directors. While Nasdaq
Rule 5605(e) is not mandatory for a foreign private issuer incorporated in the
Cayman Islands, such as us, we had chosen to follow this rule on a voluntary basis;

to ensure that auditors are independent of their audit clients, Rule 10A-3
promulgated under the U.S. Exchange Act mandates that the audit committee, whose
voting members must consist entirely of independent directors, be directly
responsible for the appointment, compensation, retention and oversight of the work
of any registered public accounting firm engaged (including resolution of
disagreements between management and the auditor regarding financial reporting).
We believe that this legislative mandate effectively prohibits the Board from
revoking the power delegated to our audit committee relating to the operation of the
Auditors Provision; and

we are seeking a listing on the Hong Kong Stock Exchange under Chapter 19C and
18A of the Listing Rules.

Annual general meeting

Rule 19C.07(4) of the Listing Rules requires that the Qualifying Issuer must hold a
general meeting each year as its annual general meeting and that generally not more than 15
months should elapse between the date of one annual general meeting of the Qualifying Issuer

and the next, while there is no such requirement to hold annual general meeting in our Articles

of Association.
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We have applied for, and the Stock Exchange has granted us, a waiver from strict
compliance with Rule 19C.07(4) of the Listing Rules on the condition that we undertake to
convene the next annual general meeting in the second quarter of 2021 after the Global
Offering to amend our Articles of Association in accordance with the requirement under Rule
19C.07(4) of the Listing Rules such that our Articles of Association will require our Company
to hold an annual general meeting each year and not more than 15 months should elapse

between the date of one annual general meeting of our Company and the next.

Following the Listing, we will continue to hold our annual general meeting each year. In
the event that the proposed amendment of our Articles of Association as described above is not
approved by our shareholders at the next annual general meeting, we will continue to put forth
a resolution for the proposed amendment at each of the following annual general meetings until
such resolution is passed.

Requisition of extraordinary general meeting by shareholders

Rule 19C.07(7) of the Listing Rules requires that members holding a minority
shareholding in an issuer’s total number of issued shares must be able to requisition an
extraordinary general meeting and add resolutions to a meeting agenda. The minimum stake
required to do so must not be higher than 10% of the voting rights, on a one vote per share
basis, in the share capital of the issuer, while the minimum stake as currently set out in our
Articles of Association is not less than one-third of the share capital of the Company. In
addition, our Articles of Association provides that one or more members holding not less than
an aggregate of one-third of all voting share capital of our Company in issue present in person
or by proxy and entitled to vote shall be a quorum for general meetings.

We have applied for, and the Stock Exchange has granted us, a waiver from strict
compliance with Rule 19C.07(7) of the Listing Rules for the following reasons and conditions:

(a) we will undertake to convene the next annual general meeting in the second quarter
of 2021 after the Global Offering to amend the Articles of Association in accordance
with the requirement under Rule 19C.07(7) of the Listing Rules, such that (i)
members holding not less than 10% of the total number of issued shares of our
Company shall be able to convene an extraordinary general meeting and add
resolutions to a meeting agenda, and (ii) the quorum for holding general meetings
shall be members holding not less than 10% of our Company’s total number of
issued shares. In the event that the proposed amendment is not approved by our
shareholders at the next annual general meeting, we will continue to put forth a
resolution for the proposed amendment at each of the following annual general
meetings until such resolution is passed; and

(b) we will adopt transitional arrangements to ensure that (i) where after the Global
Offering and before the above-mentioned proposed amendment to our Articles of
Association is passed, if one or more members holding not less than 10% of the total
number of issued shares of our Company raise requisition for an extraordinary
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general meeting or requests to add resolutions to a meeting agenda, such members
will be permitted to do so, and (ii) one or more members holding not less than 10%
of our Company’s total number of issued shares will also be able to form a quorum
at any general meeting which is held after the Global Offering and before our next
annual general meeting (the “LR19C.07(7) Transitional Arrangements”). We have
been advised by our legal advisers as to Cayman Islands law that there is no legal
impediment on the adoption of such transitional arrangements, and that the adoption
of such transactional arrangements is not in breach of our Articles of Association or
any rules and regulations in the Cayman Islands.

The Company will seek irrevocable undertakings from its existing shareholders holding
in aggregate over 50% of the total issued shares of the Company as of the Latest Practicable
Date to vote in favor of the resolutions in relation to compliance with Rules 19C.07(1),
19C.07(4) and 19C.07(7) as mentioned above and Rule 19C.07(5) as mentioned in the section
headed “Appendix III — General Meetings of Shareholders” and will continue to seek such
irrevocable undertakings until our Articles of Association has been amended accordingly, with
a view to ensuring that there will be adequate votes in favor of such resolutions.

DISCLOSURE REQUIREMENTS OF OPTIONS

Paragraph 27 of Part A of Appendix 1 to the Listing Rules requires us to set out in the
listing document particulars of any capital of any members of our Group which is under option,
or agreed conditionally or unconditionally to be put under option, including the consideration
for which the option was or will be granted and the price and duration of the option, and the
name and address of the grantee.

Paragraph 10 of the Third Schedule to the Companies (WUMP) Ordinance further
requires us to set out in the listing document, among other things, details of the number,
description and amount of any of our shares or debentures which any person has, or is entitled
to be given, an option to subscribe for, together with certain particulars of the option, namely
the period during which it is exercisable, the price to be paid for shares or debentures
subscribed for under it, the consideration given or to be given (if any) and the names and
addresses of the persons to whom it was given.

The only options over the capital of any member of our Group are those issued under the
Equity Plans, which are not subject to Chapter 17 of the Listing Rules pursuant to Rule 19C.11
of the Listing Rules. The 2015 Equity Plan provides for the granting of share options, stock
appreciation rights, restricted stock, or restricted stock units. The 2017 Equity Plan provides
for the granting of share options, stock appreciation rights, restricted and unrestricted shares
and share units, performance awards and other awards that are convertible into or otherwise
based on our Shares. The waiver and exemption only relate to the options that are granted or
may be granted under the Equity Plans. As of June 30, 2020, the outstanding options under the
Equity Plans accounted for approximately 13.06% of our total outstanding Shares. As of June
30, 2020, the options held by our directors and executive officers and their affiliates under the
Equity Plans represented approximately 9.37% of our total outstanding Shares.
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Details of the 2017 Equity Plan and a brief summary of the 2015 Equity Plan are disclosed
in “Appendix IV — Statutory and General Information — D. Share Incentive Plans and Other
Compensation Programs.” These disclosures are substantially the same as those in our 20-F
filings and comply with applicable U.S. laws and regulations. Accordingly, the current
disclosure in this prospectus is not in strict compliance with the requirements under Paragraph
27 of Part A of Appendix 1 to the Listing Rules and Paragraph 10 of the Third Schedule to the
Companies (WUMP) Ordinance.

For the reasons stated above, we believe that strict compliance with the above
requirements would be unduly burdensome, unnecessary and/or inappropriate for us, and
would not be material or meaningful to potential investors.

We have applied for, and the Hong Kong Stock Exchange has granted, a waiver from strict
compliance with the requirements under Paragraph 27 of Part A of Appendix 1 to the Listing
Rules. We have applied for, and the SFC has granted, an exemption from the requirements
under Paragraph 10 of the Third Schedule of the Companies (WUMP) Ordinance. The SFC has
granted an exemption referred to above on the conditions that: (i) the particulars of such
exemption are set out in this prospectus; and (ii) this prospectus will be issued on or before
September 17, 2020.

TIMING REQUIREMENT OF LIQUIDITY DISCLOSURE

Paragraph 32 of Part A of Appendix 1 to the Listing Rules requires a listing document to
include a statement (or an appropriate negative statement) of a new applicant’s indebtedness
as at a specified most recent practicable date (the “Most Recent Practicable Date”), and a
commentary on its liquidity, financial resources and capital structure (together, the “Liquidity
Disclosure”).

In accordance with the Hong Kong Stock Exchange’s Guidance Letter HKEX-GL37-12
(“GL37-127), the Hong Kong Stock Exchange normally expects that the Most Recent
Practicable Date for the Liquidity Disclosure, including, among other things, commentary on
liquidity and financial resources such as net current assets (liabilities) position and
management discussion on this position, in a listing document to be dated no more than two

calendar months before the final date of the listing document.

As this prospectus is expected to be published on September 17, 2020, we would
otherwise be required to make the relevant indebtedness and liquidity disclosures no earlier
than July 2020 pursuant to GL37-12. Given that we included in this prospectus our audited
consolidated financial statements for the six months ended June 30, 2020, it would be unduly
burdensome for us to re-arrange information for similar liquidity disclosures on a consolidated
basis shortly after the end of the first half of our current financial year.

Strict compliance with the Liquidity Disclosure requirements would constitute an
additional one-off disclosure by us of our liquidity position on a date that would fall within the
third quarter of our financial year, which would otherwise not be required to be disclosed to
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investors in the U.S. under applicable U.S. regulations and Nasdaq listing rules, because we are
required to announce quarterly results at the end and not in the middle of each quarter of our
financial year. Such a one-off disclosure would likely confuse our existing investors and
deviate from our customary practice and that of other Nasdaq listed companies.

In any event, if there are any material changes to such disclosures, we would be required
to make an announcement pursuant to U.S. regulations and Nasdaq rules and disclose relevant
material facts in this prospectus pursuant to the Listing Rules.

In the event that there is no material change to such disclosures, any similar disclosures
made pursuant to GL37-12 would not give additional meaningful information to investors.

We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted, a waiver from strict compliance with the timing requirement for
Liquidity Disclosure in the listing document under GL37-12, such that the reported date of
indebtedness and liquidity information in the listing document will not exceed the requirement
under GL37-12 by one calendar month (i.e., the time gap between the reported date of our
Company’s indebtedness and liquidity information and the date of the listing document would
be no more than three calendar months).

DISCLOSURE REQUIREMENTS OF THE REMUNERATION OF DIRECTORS AND
FIVE INDIVIDUALS WHOSE EMOLUMENTS WERE HIGHEST

Paragraph 33(2) of Part A of Appendix 1 to the Listing Rules requires the listing
document to include information in respect of directors’ emoluments during the three financial
years ended December 31, 2017, 2018 and 2019. Paragraph 46(2) of Part A of Appendix 1 to
the Listing Rules requires the listing document to include the aggregate of the remuneration
paid and benefits in kind granted to our directors in respect of the last completed financial year,
and Paragraph 46(3) of Part A of Appendix 1 to the Listing Rules requires information in
relation to an estimate of the aggregate remuneration and benefits in kind payable to directors
in respect of the current financial year to be set out in the listing document.

Paragraph 33(3) of Part A of Appendix 1 to the Listing Rules requires the listing
document to include information with respect to the five individuals whose emoluments were
highest in our Group for the year if one or more individuals whose emoluments were the
highest have not been included under Paragraph 33(2) of Part A of Appendix 1 to the Listing
Rules.

The aggregate fees, salaries and benefits paid and accrued to our directors and executive
officers as a group are disclosed in “Directors and Senior Management — B. Compensation.”
We confirm that the current disclosure complies with U.S. annual reporting requirements and
is in line with our disclosure in our annual reports on Form 20-F.
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We believe that additional disclosure required by Paragraphs 33(2), 33(3), 46(2) and
46(3) of Part A of Appendix 1 to the Listing Rules would be unduly burdensome and would not
provide additional meaningful disclosure for potential Hong Kong investors.

We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted, a waiver from strict compliance with the requirements under Paragraphs
33(2), 33(3), 46(2) and 46(3) of Part A of Appendix 1 to the Listing Rules.

NOT A PUBLIC COMPANY IN HONG KONG

Section 4.1 of the Introduction to the Takeovers Code provides that the Takeovers Code
apply to takeovers, mergers and share buy-backs affecting, among others, public companies in
Hong Kong and companies with a primary listing in Hong Kong. According to the Note to
Section 4.2 of the Introduction to the Takeovers Code, a Grandfathered Greater China Issuer
within the meaning of Rule 19C.01 of the Listing Rules with a secondary listing on the Hong
Kong Stock Exchange will not normally be regarded as a public company in Hong Kong under
Section 4.2 of the Introduction to the Takeovers Code. We have applied for, and the SFC has
granted, a ruling that we are not a “public company in Hong Kong” for the purposes of the
Takeovers Code. Therefore, the Takeovers Code do not apply to us. In the event that the bulk
of trading in our Shares migrates to Hong Kong on a permanent basis such that we would be
treated as having a dual-primary listing pursuant to Rule 19C.13 of the Listing Rules, the
Takeovers Code will apply to us.

DISCLOSURE OF INTERESTS UNDER PART XV OF SFO

Part XV of the SFO imposes duties of disclosure of interests in Shares. Under the U.S.
Exchange Act, which we are subject to, any person (including directors and officers of the
company concerned) who acquires beneficial ownership, as determined in accordance with the
rules and regulations of the SEC and which includes the power to direct the voting or the
disposition of the securities, of more than 5% of a class of equity securities registered under
Section 12 of the U.S. Exchange Act must file beneficial owner reports with the SEC, and such
person must promptly report any material change in the information provided (including any
acquisition or disposition of 1% or more of the class of equity securities concerned), unless
exceptions apply. Therefore, compliance with Part XV of the SFO would subject our corporate
insiders to a second level of reporting, which would be unduly burdensome to them, would
result in additional costs and would not be meaningful, since the statutory disclosure of interest
obligations under the U.S. Exchange Act that apply to us and our corporate insiders would
provide our investors with sufficient information relating to the shareholding interests of our
significant shareholders.

We have applied for, and the SFC has granted, a partial exemption under section 309(2)
of the SFO to us, our substantial shareholders, our Directors and chief executive from strict
compliance with the provisions of Part XV of the SFO (other than Divisions 5, 11 and 12 of
Part XV of the SFO) in respect of the duties of disclosure of interests in securities of the
Company, on the conditions that (i) the bulk of trading in the Shares is not considered to have
migrated to Hong Kong on a permanent basis in accordance with Rule 19C.13 of the Listing
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Rules; (i1) all disclosures of interest filed with the SEC are also filed with the Hong Kong Stock
Exchange as soon as practicable, which will then publish such disclosures in the same manner
as disclosures made under Part XV of the SFO; and (iii) we will advise the SFC if there is any
material change to any of the information which has been provided to the SFC, including any
significant changes to the disclosure requirements in the U.S. and any significant changes in
the volume of our worldwide share turnover that takes place on the Hong Kong Stock
Exchange. This exemption may be reconsidered by the SFC in the event there is a material
change in information provided to the SFC.

DISCLOSURE OF INTERESTS INFORMATION

Part XV of the SFO imposes duties of disclosure of interests in shares. Practice Note 5
and Paragraphs 41(4) and 45 of Part A of Appendix 1 to the Listing Rules require the disclosure
of interests information in respect of shareholders’ and directors’ interests in the listing
document.

We have applied for, and the SFC has granted, a partial exemption from strict compliance
with Part XV of the SFO as set out above under sub-section headed “Disclosure of Interest
under Part XV of SFO.”

The U.S. Exchange Act and the rules and regulations promulgated thereunder require
disclosure of interests by shareholders that are broadly equivalent to Part XV of the SFO.
Relevant disclosure in respect of the substantial shareholder’s interests can be found in the
section headed “Major Shareholders” of this prospectus.

We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted, a waiver from strict compliance with Practice Note 5 and Paragraphs
41(4) and 45 of Part A of Appendix 1 to the Listing Rules on the following conditions:

(a) the SFC granting us and our shareholders a partial exemption from strict compliance
with Part XV of the SFO;

(b) our undertaking to file with the Hong Kong Stock Exchange, as soon as practicable,
any declaration of shareholding and securities transactions filed with the SEC; and

(c) our undertaking to disclose in present and future listing documents any shareholding
interests as disclosed in an SEC filing and the relationship between our directors,
officers, members of committees and their relationship to any controlling
shareholders (as defined under the Listing Rules).

DISCLOSURE OF OFFER PRICE

Paragraph 15(2)(c) of Part A of Appendix 1 to the Listing Rules provides that the issue
price or offer price of each security must be disclosed in the prospectus. Pursuant to Paragraph
3.1 of the Guidance Letter HKEx-GL-90-18, the Hong Kong Stock Exchange also allows an
indicative offer price range to be included in the prospectus, as an alternative to the disclosure
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of a fixed offer price. Paragraph 9 of Part 1 of the Third Schedule to the Companies (WUMP)
Ordinance further provides that the amount payable on application and allotment on each share
must be specified in the prospectus.

Our ADSs have been listed and traded on Nasdaq since September 2017. The Public Offer
Price will be determined by reference to, among other factors, the closing price of the ADSs
on Nasdaq on the last trading day on or before the Price Determination Date. We have no
control over the market price of our ADSs traded on Nasdag.

As our ADSs will continue to be traded on Nasdaq, setting a fixed price or a price range
with a low end of International Offer Price or Public Offer Price may adversely affect the
market price of the ADSs and the Hong Kong Offer Shares.

For the information of the potential investors, we will disclose the historical prices of our
ADSs and trading volume on Nasdaq for the period from January 1, 2020 up to the Latest
Practicable Date in “Structure of the Global Offering — Pricing and allocation — Determining
the Offer Price.”

It is further submitted that the disclosure of the maximum Public Offer Price in this
prospectus shall constitute sufficient disclosure of the “amount payable” on application and
allotment on the Offer Shares and hence, shall be in compliance with the disclosure
requirement under the Companies (WUMP) Ordinance.

We have applied for, and the Hong Kong Stock Exchange has granted us, a waiver from
strict compliance with Paragraph 15(2)(c) of Part A of Appendix 1 to the Listing Rules so that
we will only disclose the maximum Public Offer Price for the Hong Kong Offer Shares in this
prospectus.

We will set the pricing for the Offer Shares by agreement with the Joint Representatives
(for themselves and on behalf of the Underwriters). The Public Offer Price will be determined
by reference to, among other factors, the closing price of our ADSs on Nasdaq on the last
trading day on or before the Price Determination Date.
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We may set the International Offer Price at a level higher than the maximum Public Offer
Price if (a) the Hong Kong dollar equivalent of the closing trading price of our ADSs on
Nasdaq on the last trading day on or before the Price Determination Date (on a per-Share
converted basis) were to exceed the maximum Public Offer Price as stated in this prospectus
and/or (b) we believe that it is in our best interests as a listed company to set the International
Offer Price at a level higher than the maximum Public Offer Price based on the level of interest
expressed by professional and institutional investors during the book-building process.

If the International Offer Price is set at or lower than the maximum Public Offer Price,
the Public Offer Price must be set at such price which is equal to the International Offer Price.
In no circumstances will we set the Public Offer Price above the maximum Public Offer Price
as stated in this prospectus or the International Offer Price.

See the section headed “Structure of the Global Offering — Pricing and allocation —
Determining the Offer Price” in this prospectus for the historical prices of our ADS and trading
volume on Nasdagq.

CLAWBACK MECHANISM

Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a clawback mechanism to
be put in place, which would have the effect of increasing the number of Hong Kong Offer
Shares to certain percentages of the total number of Offer Shares offered in the Global Offering
if certain prescribed total demand levels are reached. Subject to the Hong Kong Stock
Exchange granting the waiver described as below, the Hong Kong Public Offering and the
International Offering will initially account for 7.3% and 92.7% of the Global Offering,
respectively, subject to the clawback mechanism described below. We have applied to the Hong
Kong Stock Exchange for, and the Hong Kong Stock Exchange has granted to us, a waiver from
strict compliance with the requirements of Paragraph 4.2 of Practice Note 18 to the Listing
Rules such that the allocation of the Offer Shares in the Hong Kong Public Offering will be
adjusted as follows:

. if the number of the Offer Shares validly applied for under the Hong Kong Public
Offering represents 14 times or more but less than 45 times the number of the Offer
Shares initially available for subscription under the Hong Kong Public Offering,
then Offer Shares will be reallocated to the Hong Kong Public Offering from the
International Offering, so that the total number of Offer Shares available under the
Hong Kong Public Offering will be 1,373,350 Offer Shares, representing
approximately 13% of the Offer Shares initially available under the Global Offering;

. if the number of the Offer Shares validly applied for under the Hong Kong Public
Offering represents 45 times or more but less than 85 times the number of the Offer
Shares initially available for subscription under the Hong Kong Public Offering,
then the number of Offer Shares to be reallocated to the Hong Kong Public Offering

- 161 -



WAIVERS AND EXEMPTIONS

from the International Offering will be increased so that the total number of the
Offer Shares available under the Hong Kong Public Offering will be 1,901,550 Offer
Shares, representing approximately 18% of the Offer Shares initially available under
the Global Offering; and

. if the number of the Offer Shares validly applied for under the Hong Kong Public
Offering represents 85 times or more the number of the Offer Shares initially
available for subscription under the Hong Kong Public Offering, then the number of
Offer Shares to be reallocated to the Hong Kong Public Offering from the
International Offering will be increased, so that the total number of the Offer Shares
available under the Hong Kong Public Offering will be 3,591,800 Offer Shares,
representing approximately 34% of the Offer Shares initially available under the
Global Offering.

In each case, the additional Offer Shares reallocated to the Hong Kong Public Offering
will be allocated between pool A and pool B and the number of Offer Shares allocated to the
International Offering will be correspondingly reduced in such manner as the Joint
Representatives deem appropriate. In addition, the Joint Representatives would have discretion
to allocate Offer Shares from the International Offering to the Hong Kong Public Offering to
satisfy valid applications under the Hong Kong Public Offering. On the other hand, if the Hong
Kong Public Offering is not fully subscribed, the unsubscribed Offer Shares under the Hong
Kong Public Offering may be reallocated to the International Offering.

See “Structure of the Global Offering — The Hong Kong Public Offering — Reallocation”
for further details.

PUBLICATION OF INTERIM REPORT

Rule 13.48(1) of the Listing Rules requires an issuer to send an interim report or a
summary interim report in respect of the first six months of the financial year within three
months after the end of that period. Practice Note 10 of the Listing Rules requires newly listed
issuers to prepare and publish interim reports in respect of the first six month period where the
deadline for publishing the reports falls after the date on which dealings in the securities of the
issuer commenced.

We have applied for, and the Hong Kong Stock Exchange has granted us, a waiver from
strict compliance with the requirements of Rule 13.48(1) of the Listing Rules in relation to the
six months ended June 30, 2020 on, among others, the following grounds:

(a) as we have included in this prospectus the audited financial information in respect
of the six months ended June 30, 2020, strict compliance with such requirements
would not provide our shareholders and potential investors with additional material
information not already contained in this prospectus; and
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(b) to require us to prepare, publish and send to our shareholders an interim report over
a short period of time after the publication of this prospectus would incur
unnecessary administrative cost and time on the part of our management and be
unduly burdensome for us.

We confirm that we would not be in breach of our constitutional documents or laws or
regulations of the Cayman Islands or any other regulatory requirements for not preparing,
publishing and sending an interim report under the Listing Rules to our shareholders for the six
months ended June 30, 2020.
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DIRECTORS’ RESPONSIBILITY STATEMENT

This prospectus, for which our directors 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, 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.

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. For applicants under the Hong Kong Public Offering,
this prospectus set out the terms and conditions of the Hong Kong Public Offering.

The Hong Kong 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 authorized 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
authorized by our Company, the Joint Sponsors, the Joint Representatives, the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers and any of the Underwriters, any
of their respective directors, agents, employees or advisers or any other party involved in the
Global Offering.

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the
Joint Representatives. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters under the terms and conditions of the Hong Kong Underwriting Agreement and
is subject to us and the Joint Representatives (for themselves and on behalf of the
Underwriters) agreeing on the pricing of the Hong Kong Offer Shares. The International
Offering is expected to be fully underwritten by the International Underwriters subject to the
terms and conditions of the International Underwriting Agreement, which is expected to be
entered into on or around the Price Determination Date.

Neither the delivery of this prospectus nor any offering, sale or delivery made in
connection with the Shares should, under any circumstances, constitute a representation that
there has been no change or development reasonably likely to involve a change in our affairs
since the date of this prospectus or imply that the information contained in this prospectus is
correct as of any date subsequent to the date of this prospectus.
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PROCEDURES FOR APPLICATION FOR THE HONG KONG OFFER SHARES

The procedures for applying for the Hong Kong Offer Shares are set forth 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 forth in
the section headed “Structure of the Global Offering” in this prospectus.

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set
forth in the section headed “Structure of the Global Offering” in this prospectus.

RESTRICTIONS ON OFFERS AND SALES OF 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 offers of the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares (except for a
registration of Shares on a registration statement on Form F-3ASR filed with the SEC) or the
general distribution of this prospectus in any jurisdiction other than in Hong Kong or the
United States. Accordingly, this prospectus may not be used for the purposes 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 authorized or to any person to whom it is unlawful to make such an
offer or invitation. The distribution of this prospectus and the offering 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 and pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption therefrom.

COMMENCEMENT OF DEALINGS IN OUR SHARES

We expect that dealings in our Shares on the Hong Kong Stock Exchange will commence
on September 28, 2020. The Shares will be traded in board lots of 50 Shares each. The stock
code of our Shares will be 9688.
SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Hong Kong Stock Exchange grants the listing of, and permission to deal in, the

Shares and we comply with the stock admission requirements of HKSCC, our Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with
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effect from the Listing Date or any other date as determined by HKSCC. Settlement of
transactions between participants of the Hong Kong Stock Exchange is required to take place
in CCASS on the second business 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.

Investors should seek the advice of their stockbroker or other professional advisers for
details of the settlement arrangement as such arrangements may affect their rights and interests.

All necessary arrangements have been made to enable our Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisers if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding or disposing of, or dealing in, our Shares
or ADSs or exercising any rights attaching to our Shares. We emphasize that none of our
Company, the Joint Sponsors, the Joint Representatives, the Joint Global Coordinators, the
Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of our or their respective
directors, officers or representatives or any other person involved in the Global Offering
accepts responsibility for any tax effects or liabilities resulting from your subscription,
purchase, holding or disposing of, or dealing in, our Shares or ADSs or your exercise of any
rights attaching to our Shares.

REGISTER OF MEMBERS AND STAMP DUTY

Our principal register of members will be maintained by our principal share registrar in
the Cayman Islands, and our Hong Kong register of members will be maintained by the Hong
Kong Share Registrar, Computershare Hong Kong Investor Services Limited, in Hong Kong.

Dealings in our Shares registered on our Hong Kong share register will be subject to Hong
Kong stamp duty. The stamp duty is charged to each of the seller and purchaser at the ad
valorem rate of 0.1% of the consideration for, or (if greater) the value of, our Shares
transferred. In other words, a total of 0.2% is currently payable on a typical sale and purchase
transaction of our Shares. In addition, a fixed duty of HK$5.00 is charged on each instrument
of transfer (if required).

To facilitate deposits of Shares to and withdrawals of Shares from the ADS facility, we
also intend to move a portion of our issued Shares, including all of the Shares deposited in our
ADS program, from our Cayman share register to our Hong Kong share register. It is unclear
whether, as a matter of Hong Kong law, the trading of ADSs representing Shares constitutes
a sale or purchase of the underlying Hong Kong-registered Shares that is subject to Hong Kong

stamp duty. We advise investors to consult their own tax advisors on this matter. See “Risk

- 166 —



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

Factors — Risks related to our Shares, the ADSs, the Listing and the Global Offering — There
is uncertainty as to whether Hong Kong stamp duty will apply to the trading or conversion of
our ADSs following our initial public offering in Hong Kong and Listing of our Shares on the
Hong Kong Stock Exchange.”

EXCHANGE RATE CONVERSION

Our reporting currency is U.S. dollars. This prospectus contains translations of financial
data in Renminbi and Hong Kong dollar amounts into U.S. dollars at specific rates solely for
the convenience of the reader. Unless otherwise stated, all translations of financial data in
Renminbi and Hong Kong dollars into U.S. dollars and from U.S. dollars into Renminbi in this
prospectus were made at a rate of RMB7.0651 to US$1.00 and HK$7.7501 to US$1.00, the
respective exchange rate on June 30, 2020 set forth in the H.10 statistical release of the Federal
Reserve Board.

No representation is made that any amounts in RMB or US$ were or could have been or
could be converted into Hong Kong dollars at such rates or any other exchange rates on such

date or any other date.

ROUNDING

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.

LANGUAGE

If there is any inconsistency between the English prospectus and its Chinese translation,
the English prospectus shall prevail, provided that if there is any inconsistency between the
Chinese names of the entities or enterprises established in the PRC mentioned in this
prospectus and their English translations, the Chinese names shall prevail. The English
translations of the Chinese names of such PRC entities or enterprises are provided for
identification purposes only. Chinese names of entities incorporated outside of China, if

provided, are actual registered names.

OTHER

Unless otherwise specified, all references to any shareholdings in our Company following
the completion of the Global Offering assume that the Over-allotment Option is not exercised.

THE LISTING

We have applied for a listing of our Shares on the Main Board under Chapter 19C
(Secondary Listings of Qualifying Issuers).
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We have a track record of good regulatory compliance of at least two full financial years
on Nasdaq as required by Rule 19C.04 of the Listing Rules for the purposes of our Listing.

We have applied to the Hong Kong Stock Exchange for the listing of, and permission to
deal in, the Shares in issue, the Shares to be issued pursuant to the Global Offering (including
the additional Shares that may be issued pursuant to the exercise of the Over-allotment Option),
and the Shares to be issued pursuant to the Equity Plans, including pursuant to the exercise of
options or other awards that have been or may be granted from time to time.

Our ADSs are currently listed and traded on Nasdaq. Other than the foregoing, no part of
our Shares or loan capital is listed on or traded on any other stock exchange and no such listing
or permission to list is being or proposed to be sought. All Offer Shares will be registered on
the Hong Kong share register in order to enable them to be traded on the Hong Kong Stock
Exchange.

Under section 44B(1) of the Companies (WUMP) Ordinance, any allotment made in
respect of any application will be invalid if the listing of, and permission to deal in, our Shares
on the Hong Kong Stock Exchange is refused before the expiration of three weeks from the
date of the closing of the application lists, or such longer period (not exceeding six weeks) as
may, within the said three weeks, be notified to us by or on behalf of the Hong Kong Stock
Exchange.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF SHARES

Our register of members holding unlisted Shares not represented by the ADSs will be
maintained by our Principal Share Registrar in the Cayman Islands, and our register of
members holding Shares listed on the Hong Kong Stock Exchange and our Shares represented
by the ADSs will be maintained by our Hong Kong Share Registrar in Hong Kong.

OWNERSHIP OF ADSs

An owner of ADSs may hold his/her ADSs either by means of an ADR (evidencing
certificated ADSs) registered in his/her name, through a brokerage or safekeeping account, or
through an account established by the depositary bank in his/her name reflecting the
registration of uncertificated ADSs directly on the books of the depositary bank, commonly
referred to as the “direct registration system,” or DRS. The direct registration system reflects
the uncertificated (book-entry) registration of ownership of ADSs by the depositary bank.
Under the direct registration system, ownership of ADSs is evidenced by periodic statements
issued by the depositary bank to the holders of the ADSs. The direct registration system
includes automated transfers between the depositary bank and DTC. If an owner of ADSs
decides to hold his/her ADSs through his/her brokerage or safekeeping account, he/she must
rely on the procedures of his/her broker or bank to assert his/her rights as an ADS owner. Banks
and brokers typically hold securities such as the ADSs through clearing and settlement systems
such as DTC. All ADSs held through DTC will be registered in the name of a nominee of DTC.
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DEALINGS AND SETTLEMENT OF SHARES IN HONG KONG

Our Shares will trade on the Hong Kong Stock Exchange in board lots of 50 Shares.

Dealings in our Shares on the Hong Kong Stock Exchange will be conducted in Hong Kong

dollars.

The transaction costs of dealings in our Shares on the Hong Kong Stock Exchange

include:

(a)

(b)

(©

(d)

(e)

()

(2)

(h)

Hong Kong Stock Exchange trading fee of 0.005% of the consideration of the
transaction, charged to each of the buyer and seller;

SEC transaction levy of 0.0027% of the consideration of the transaction, charged to
each of the buyer and seller;

trading tariff of HK$0.50 on each and every purchase or sale transaction. The
decision on whether or not to pass the trading tariff onto investors is at the discretion

of brokers;

transfer deed stamp duty of HK$5.00 per transfer deed (if applicable), payable by

the seller;

ad valorem stamp duty at a total rate of 0.2% of the value of the transaction, with
0.1% payable by each of the buyer and the seller;

stock settlement fee, which is currently 0.002% of the gross transaction value,
subject to a minimum fee of HK$2.00 and a maximum fee of HK$100.00 per side
per trade;

brokerage commission, which is freely negotiable with the broker (other than
brokerage commissions for IPO transactions which are currently set at 1% of the
subscription or purchase price and will be payable by the person subscribing for or

purchasing the securities); and

the Hong Kong share registrar will charge between HK$2.50 to HK$20, depending
on the speed of service (or such higher fee as may from time to time be permitted
under the Listing Rules), for each transfer of Shares from one registered owner to
another, each share certificate canceled or issued by it and any applicable fee as
stated in the share transfer forms used in Hong Kong.
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Investors must settle their trades executed on the Hong Kong Stock Exchange through
their brokers directly or through custodians. For an investor who has deposited his/her Shares
in his/her stock account or in his/her designated CCASS participant’s stock account maintained
with CCASS, settlement will be effected in CCASS in accordance with the General Rules of
CCASS and CCASS Operational Procedures in effect from time to time. For an investor who
holds the physical certificates, settlement certificates and the duly executed transfer forms
must be delivered to his/her broker or custodian before the settlement date.

EXCHANGES BETWEEN SHARES TRADING IN HONG KONG AND ADSs

In connection with the initial public offering of our Shares in Hong Kong, or the Hong
Kong Public Offering, we have established a branch register of members in Hong Kong, or the
Hong Kong share register, which will be maintained by our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited. Our principal register of members, or
the Cayman share register, will continue to be maintained by our Principal Share Registrar,
International Corporation Services Ltd.

All Shares offered in the Hong Kong Public Offering will be registered on the Hong Kong
share register in order to be listed and traded on the Hong Kong Stock Exchange. As described
in further detail below, holders of Shares registered on the Hong Kong share register will be
able to exchange those Shares for ADSs and vice versa.

Our ADSs

Our ADSs representing our Shares are currently traded on Nasdaq. Dealings in our ADSs

on Nasdaq are conducted in U.S. Dollars.

ADSs may be held either:

(a) directly: (i) by having an American Depositary Receipt, also referred to as an ADR,
which is a certificate evidencing a specific number of ADSs registered in the
holder’s name; or (ii) by having uncertificated ADSs registered in the holder’s name;
or

(b) indirectly, by holding a security entitlement in ADSs through a broker or other
financial institution that is a direct or indirect participant in The Depository Trust

Company, also called DTC.

The depositary for our ADSs is Citibank N.A., whose office is located at 388 Greenwich
Street, New York, New York 10013, United States.
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Depositing Shares trading in Hong Kong for delivery of ADSs

An investor who holds the Shares registered in Hong Kong and wishes to receive delivery
of ADSs that trade on the Nasdaq must deposit or have his/her broker deposit the Shares with
the depositary’s Hong Kong custodian, Citibank, N.A., Hong Kong, or the custodian, in
exchange for ADSs.

A deposit of Shares trading in Hong Kong in exchange for ADSs involves the following
procedures:

(a) If the Shares have been deposited with CCASS, the investor must transfer the Shares
to the depositary’s account with the custodian within CCASS by following the
CCASS procedures for transfer and submit and deliver a duly completed and signed
ADS delivery form to the custodian via his/her broker.

(b) If the Shares are held outside CCASS, the investor must arrange for the registration
of a transfer of his/her Shares into the depositary’s name and delivery of evidence
of that registration to the custodian, and must sign and deliver an ADS delivery form
to the depositary.

(c) Upon payment of its fees and expenses and of any taxes or charges, such as stamp
taxes or stock transfer taxes or fees, if applicable, the depositary will register the
corresponding number of ADSs in the name(s) requested by an investor and will
deliver the ADSs as instructed in the ADS delivery form.

For Shares deposited in CCASS, under normal circumstances, the above steps generally
require two business days, provided that the investor has provided timely and complete
instructions. For Shares held outside CCASS in physical form, the above steps may take 14
business days, or more, to complete. Temporary delays may arise. For example, the transfer
books of the depositary may from time to time be closed to ADS issuances. The investor will
be unable to trade the ADSs until the procedures are completed.

Surrender of ADSs for delivery of Shares trading in Hong Kong

An investor who holds ADSs and wishes to receive Shares that trade on the Hong Kong
Stock Exchange must cancel the ADSs the investor holds and withdraw the Shares from our
ADS program and cause his/her broker or other financial institution to trade such Shares on the
Hong Kong Stock Exchange.

An investor that holds ADSs indirectly through a broker or other financial institution
should follow the procedures of the broker or financial institution and instruct the broker to
arrange for cancellation of the ADSs, and transfer of the underlying Shares from the
depositary’s account with the custodian within the CCASS system to the investor’s Hong Kong
stock account.

- 171 -



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

For investors holding ADSs directly,