
An investment in our Shares involves various risks. You should carefully consider all of

the information set forth in this prospectus, including the risks and uncertainties described

below, before making an investment in our Shares. Specifically, we are a cell-therapy

company which supports the R&D and services of CAR-T therapies. CAR-T therapies are

considered to be significantly high-risk in nature, as they represent emerging approaches to

cancer treatment that face significant challenges and hurdles. 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 and results of operations. In any such

case, the market price of our Shares could decline, and you may lose all or part of your

investment.

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 at the Latest Practicable Date unless otherwise stated, will not be updated after the date

hereof, and is subject to the cautionary statements in “Forward-looking Statements” in this

prospectus.

RISKS RELATING TO OUR LIMITED OPERATING HISTORY, OUR FINANCIAL

POSITION AND OUR NEED FOR ADDITIONAL CAPITAL

We are a clinical-stage biopharmaceutical company and have a limited operating history, which

may make it difficult to evaluate the success of our business to date and to assess our future

viability. The risks involved in our business may cause potential investors to lose substantially

all of their investment in us.

We are a clinical-stage biopharmaceutical company that started operations in February 2016.

As of the Latest Practicable Date, we have no cell-therapy products approved for commercial sale,

and we had not generated any revenue from such products. We are focused on developing products

that use human cells as therapeutic entities, and although there have been significant advances in

cell-based immunotherapy, our T-cell technologies are new and have not been approved by the

NMPA. Our limited operating history, particularly in light of the rapidly evolving cancer

immunotherapy field, may make it difficult to evaluate our current business and predict our future

performance. Our short history as an operating company makes any assessment of our future

success or viability subject to significant uncertainty. We will encounter risks and difficulties

frequently experienced by early-stage companies in rapidly evolving fields. If we do not address

these risks successfully, our business will suffer, and accordingly these risks may cause potential

investors to lose substantially all of their investment in our business.
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We have never generated any revenue from sales of cell-therapy products, and our ability to

generate revenue from sales of cell-therapy products and become profitable depends

significantly on our success in a number of factors.

We have no cell-therapy products approved for commercial sale, have not generated any

revenue from cell-therapy product sales, and do not anticipate generating any revenue from

cell-therapy product sales until sometime after we have received regulatory approval for the

commercial sale of relma-cel, our Core Product Candidate. Our ability to generate revenue and

achieve profitability depends significantly on our success in many factors, including:

• completing research regarding, and nonclinical and clinical development of, our product

candidates;

• obtaining regulatory approvals and marketing authorizations for product candidates for

which we complete clinical studies;

• developing a sustainable and scalable manufacturing process for our product candidates,

including establishing and maintaining commercially viable supply relationships with

third parties and establishing our own manufacturing capabilities and infrastructure;

• launching and commercializing product candidates for which we obtain regulatory

approvals and marketing authorizations;

• obtaining market acceptance of our product candidates as viable treatment options to be

paid as an out-of-pocket expense, and availability of adequate coverage, reimbursement,

pricing by third-party payors and integrated delivery networks;

• addressing any competing technological and market developments;

• identifying, assessing, acquiring and/or developing new product candidates, intellectual

property and technologies;

• negotiating favorable terms in any collaboration, licensing, or other arrangements into

which we may enter;

• maintaining, protecting, expanding and enforcing our portfolio of intellectual property

rights, including patents, trademarks, trade secrets, and know-how; and

• attracting, hiring, and retaining qualified personnel.
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Even if one or more of the product candidates that we develop is approved for commercial

sale, we anticipate incurring significant costs associated with commercializing any approved

product candidate. Our expenses could increase beyond expectations if we are required by the

NMPA or other regulatory authorities to change our manufacturing processes or assays, or to

perform clinical, nonclinical, or other types of studies in addition to those we currently anticipate.

If we are successful in obtaining regulatory approvals to market one or more of our product

candidates, our revenue will be dependent, in part, upon the size of the market for the relevant

product in China or the relevant jurisdictions, the accepted price for the product to be paid with

out-of-pocket expenses and the ability to get reimbursement for any amount. If the number of

patients with our addressable disease is not as significant as we estimate, the indication approved

by regulatory authorities is narrower than we expect, or the reasonably accepted population for

treatment is narrowed by competition, physician choice or treatment guidelines, we may not

generate significant revenue from sales of such products, even if approved. If we are not able to

generate revenue from the sale of any approved products, we may never become profitable.

Our near-term ability to generate revenue is dependent on the success of our product candidates

that are in clinical development, each of which requires additional clinical testing before we can

seek regulatory approval and begin commercial sales.

As of the Latest Practicable Date, we do not have any products that have gained regulatory

approval for marketing. Our near-term ability to generate product revenue is highly dependent on

our ability to obtain regulatory approval of and successfully commercialize our Core Product

Candidate, relma-cel, as well as other product candidates in our pipeline. Each of our product

candidates has been tested in a relatively small number of patients and will require additional

clinical and nonclinical development, regulatory review and approval, substantial investment,

access to sufficient commercial manufacturing capacity, and significant marketing efforts before

we can generate any revenue from product sales. We cannot commercialize product candidates in

China without obtaining regulatory approval from the NMPA. Before obtaining marketing approval

from the NMPA or other regulatory authorities for the sale of our product candidates, we must

conduct extensive clinical studies to demonstrate the safety, purity, and potency of the product

candidates in humans. We cannot be certain that any of our product candidates will be successful

in clinical studies and, even if they are successful in clinical studies, they may not receive

regulatory approval.

In addition, because our product candidates are based on similar technology, if any of our

product candidates encounter safety or efficacy problems, developmental delays, regulatory issues,

reagent supply issues, or other problems, our development plans for the affected product candidate

and some or all of our other product candidates could be significantly harmed, which would have a

material adverse effect on our business. Because relma-cel is our Core Product Candidate and the

backbone of our current development strategy, a setback for relma-cel would likely have a
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relatively large impact on our cash flows and business. Further, competitors who are developing

products with similar technology may experience problems with their products that could identify

problems that would potentially harm our business.

We have incurred significant losses since our inception, and we expect to continue to incur

losses for the foreseeable future and may never achieve or maintain profitability.

Investment in cell therapy and innovative biopharmaceuticals is highly speculative. It entails

substantial upfront capital expenditures and significant risk that a product candidate will fail to

gain regulatory approval or become commercially viable. We are not profitable and have incurred

losses and net operating cash outflows in each period since our inception. For the years ended

December 31, 2018 and 2019 and the six months ended June 30, 2020, we reported losses of

RMB272.6 million, RMB633.3 million and RMB650.0 million, respectively. As of December 31,

2018 and 2019 and June 30, 2020, we had an accumulated deficit attributable to owners of the

Company of RMB313.2 million, RMB942.3 million and RMB925.0 million, respectively.

Substantially all of our operating losses have resulted from costs incurred in connection with our

research and development programs and from administrative expenses associated with our

operations. We expect to continue to incur losses for the foreseeable future, and we expect these

losses to increase as we continue to incur significant research and development and other expenses

related to our ongoing operations, seek regulatory approvals for our product candidates, scale-up

manufacturing capabilities and hire additional personnel to support the development and

commercialization of our product candidates and to enhance our operational, financial and

information management systems.

A critical aspect of our strategy is to invest significantly in our technology platform to

improve the efficacy and safety of our product candidates. Even if we succeed in commercializing

one or more of these product candidates, we will continue to incur losses for the foreseeable future

relating to our substantial research and development expenditures to develop our technologies. 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. Our prior losses and

expected future losses have had and will continue to have an adverse effect on our shareholders’

equity and working capital. Further, the net losses we incur may fluctuate significantly from year

to year, such that a period to period comparison of our results of operations may not be a good

indication of our future performance.

To become and remain profitable, we must succeed in developing and eventually

commercializing products that generate significant revenue. This will require us to be successful in

a range of challenging activities, including completing preclinical studies and clinical trials of our

product candidates, obtaining regulatory approval, manufacturing, marketing and selling any
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products for which we may obtain regulatory approval, as well as discovering and developing

additional product candidates. We may never succeed in these activities and, even if we do, may

never generate revenue that is significant enough to achieve profitability. In addition, we will incur

costs associated with operating as a public company and in support of our growth from a

development-stage to a commercial-stage biopharmaceutical company.

Because of the numerous risks and uncertainties associated with the development, delivery

and commercialization of complex cell therapies, we are unable to accurately predict the timing or

amount of expenses or when, or if, we will be able to achieve profitability.

Even if we achieve profitability, we may not be able to sustain or increase profitability on an

ongoing basis. Our failure to become and remain profitable would depress the value of our Shares

and could impair our ability to raise capital, expand our business, maintain our research and

development efforts or continue our operations. A decline in the value of our Shares could also

cause you to lose all or part of your investment.

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

We had net cash used in operating activities of RMB106.2 million, RMB188.9 million and

RMB106.9 million for the years ended December 31, 2018 and 2019 and the six months ended

June 30, 2020, respectively. While we believe we have sufficient working capital to fund our

current operations for the next few years, we expect that we will continue to experience net cash

outflows from our operating activities for the foreseeable future. If we are unable to maintain

adequate working capital, we may default on our payment obligations and may not be able to meet

our operating cash and capital expenditure requirements, which may have a material adverse effect

on our business, financial condition, results of operations, and prospects.

We may need to obtain substantial additional financing to fund our operations and meet our

operating cash and capital expenditure requirements, and if we are unable to obtain such

financing when needed on acceptable terms, or at all, we may be forced to delay, reduce or

eliminate some or all of our research programs, development activities and commercialization

efforts relating to our product candidates.

We believe our current cash and cash equivalents and the estimated net proceeds from the

Global Offering will be sufficient to meet our anticipated cash needs for the next 12 months.

However, our product candidates will require the completion of clinical development, regulatory

review, significant marketing efforts and substantial investment before they can provide us with

product sales revenue. Our operations have consumed substantial amounts of cash since inception.

Our operating activities used RMB106.2 million, RMB188.9 million and RMB106.9 million of net

cash during the years ended December 31, 2018 and 2019 and the six months ended June 30, 2020,
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respectively. We expect to continue to spend substantial amounts on product discovery, meeting the

payment obligations of our in-license agreements with Juno, advancing the clinical development of

our product candidates, and launching and commercializing any product candidates for which we

receive regulatory approval. Our existing capital resources may not be sufficient to enable us to

complete all development or commercially launch all of our current product candidates for the

currently anticipated indications and to invest in additional clinical development programs.

Accordingly, we will likely require further funding through public or private offerings, debt

financing, collaboration, and licensing arrangements or other sources. Our future funding

requirements will depend on many factors, including:

• the progress, timing, scope, results and costs of our clinical trials, including the ability

to timely enroll patients in our planned and potential future clinical trials;

• the progress of third-party clinical trials relating to products with respect to which we

have rights of first refusal, options or other rights to acquire;

• the outcome, timing and cost of regulatory approvals of our product candidates;

• the cost and timing of development and completion of commercial-scale manufacturing

activities;

• the number and characteristics of product candidates that we may develop;

• the cost of filing, prosecuting, defending and enforcing any patent claims or other

intellectual property rights;

• selling and marketing costs associated with any future product candidates that may be

approved, including the cost and timing of expanding our marketing and sales

capabilities;

• the terms and timing of any potential future collaborations, licensing or other

arrangements that we may establish;

• general cash requirements for maintaining our R&D platform and process development;

and

• our headcount growth and associated costs.
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Adequate additional funding may not be available to us on acceptable terms, or at all. If we

are unable to raise capital when needed or on attractive terms, we would be forced to delay, reduce

or eliminate our research and development programs or future commercialization efforts. Any

inability to obtain additional funding when we need it could result in a material and adverse effect

on our business.

Raising additional capital may cause dilution to our shareholders, restrict our operations or

require us to relinquish rights to our technologies or product candidates.

We may seek additional funding through a combination of equity offerings, debt financings,

collaborations and licensing arrangements. To the extent that we raise additional capital through

the sale of equity or convertible debt securities, your ownership interest will be diluted, and the

terms may include liquidation or other preferences that adversely affect your rights as a holder of

our Shares. 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 to decline. In the event that we enter into collaborations or licensing

arrangements in order 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

product 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.

We incurred net liabilities during the Track Record Period, and may continue to have net

liabilities going forward, which can expose us to liquidity risk.

We had net liabilities (or total deficit) of RMB313.2 million, RMB942.3 million and

RMB925.0 million as of December 31, 2018 and 2019 and June 30, 2020, respectively. The

increase in our total deficit from RMB313.2 million as of December 31, 2018 to RMB925.0

million as of June 30, 2020 was primarily attributable to research and development and general

and administrative expenses and capital expenditures and fair value losses of warrants and

preferred shares.

We had net current assets of RMB138.5 million as at December 31, 2019, as compared to net

current liabilities of RMB54.0 million as at December 31, 2018. The change was primarily due to

the funds raised from our issuance of Series A2 Preferred Shares for cash in May 2019 and Juno’s

exercise of warrants under the License and Strategic Alliance Agreement.
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A net current liabilities or net liabilities (total deficit) position can expose us to the risk of

shortfalls in liquidity. This in turn would require us to seek adequate financing from sources such

as external debt, which may not be available on terms favorable or commercially reasonable to us

or at all. Any difficulty or failure to meet our liquidity needs as and when needed can have a

material adverse effect on our prospects.

A large balance of indebtedness, whether from banks or related parties, may require that we

devote our financial resources to servicing such debt rather than funding our operating activities

and investments in research and development, which constrains our capital flexibility and may in

turn adversely affect our product development timetable. It may also be a challenge for us to

service our interest and principal repayments in a timely manner or at all, which could trigger

cross-defaults with other debt, as applicable, as well as limit our ability to obtain further debt

financing. Given our historical reliance on external financing, such developments could have a

material adverse effect on our business, financial condition and results of operations. We also

cannot guarantee that we will not incur net liabilities in the future. If we are to record net

liabilities in the future, our liquidity, as well as our ability to raise funds, obtain bank loans, pay

debts when they become due and declare and pay dividends may be adversely affected.

Share-based payment may cause shareholding dilution to our existing Shareholders and have a

material and adverse effect on our financial performance.

We adopted the Share Incentivization Schemes for the benefit of our employees to incentivize

and reward the eligible persons who have contributed to the success of our Group. For further

details, please see the section headed “Appendix V — Statutory and General Information — D.

Share Incentivization Schemes” to this prospectus. In the year ended December 31, 2019 and the

six months ended June 30, 2020, we incurred RMB15.4 million and RMB57.5 million,

respectively, in share-based payment expenses. To further incentivize our employees to contribute

to us, we may grant additional share-based compensation in the future. Issuance of additional

Shares with respect to such share-based payment may dilute the shareholding percentage of our

existing Shareholders. Expenses incurred with respect to such share-based payment may also

increase our operating expenses and therefore have a material and adverse effect on our financial

performance.

Our results of operations, financial condition and prospects may be adversely affected by fair

value changes and credit risk associated with our financial assets and intangible assets at fair

value through profit or loss.

The financial instruments issued to investors during the Track Record Period included

preferred shares and warrants for the purchase of preferred shares. The financial instruments issued

to investors were not traded in an active market, and the respective fair values are determined by
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using valuation techniques. The discounted cash flow method was used to determine the total

equity value of our Company and the equity allocation model was adopted to determine the fair

value of the financial instruments. Key valuation assumptions used to determine the fair value of

the preferred shares and the warrants for the purchase of Preferred Shares included discount rate,

risk-free interest rate and volatility. For further details on the Preferred Shares, please see the

section headed “Financial Information — Description of Selected Components of Statements of

Comprehensive Loss — Fair Value Loss of Preferred Shares” and Note 28 to “Appendix I —

Accountants’ Report” to this prospectus; and for further details on the warrants for the purchased

of Preferred Shares, please see the section headed “Financial Information — Description of

Selected Components of Statements of Comprehensive Loss — Fair Value Loss of Warrants” and

Note 29 to “Appendix I — Accountants’ Report” to this prospectus.

Any change in the assumptions may lead to different valuation results and, in turn, changes in

the fair value of these financial instruments issued to investors. Further, our preferred shares will

be automatically converted to Shares upon the closing of the Global Offering. To the extent we

need to revalue the Preferred Shares prior to the closing of the Global Offering, any change in fair

value of these preferred shares and related valuation uncertainty could materially affect our

financial position and performance. As at December 31, 2018, December 31, 2019 and June 30,

2020, we recorded preferred shares issued to investors as our non-current liabilities of RMB413.2

million, RMB1,420.5 million and RMB2,637.4 million, respectively. As at December 31, 2018,

December 31, 2019 and June 30, 2020, we recorded warrants for the purchase of Preferred Shares

as our current liabilities of RMB133.7 million, RMB19.3 million and RMB26.8 million,

respectively. We also recorded fair value loss of Preferred Shares issued to investors of RMB46.0

million, RMB128.8 million and RMB484.4 million in 2018, 2019 and the six months ended June

30, 2020 respectively; and we recorded fair value loss of warrants issued to investors of

RMB112.5 million, RMB300.3 million and RMB7.1 million in 2018, 2019 and the six months

ended June 30, 2020 respectively.

The Preferred Shares are designated as financial liabilities at fair value through profit or loss

on our consolidated balance sheets; they were initially recognized at fair value, and the increases

in the fair value of such financial instruments were recognized as fair value loss on our

consolidated statements of comprehensive loss. The fair value of the warrants for cash-settled

transaction is re-measured at each reporting date and at the date of settlement. Any changes in fair

value of warrants are recognized in profit or loss. Upon exercise of the warrants, the share-based

payments are settled with Preferred Shares and accounted for as financial liabilities measured at

fair value.

The fair value loss of Preferred Shares is a non-cash item that will not recur in financial

years after the closing of the Global Offering, but we expect that we will recognize significant

additional losses on the fair value changes of the Preferred Shares and warrants for the purchase of
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Preferred Shares from June 30, 2020 to the Listing Date because of the significant increase in the

fair value of such financial instruments during such period. After the automatic conversion of all

preferred shares into Shares upon the closing of the Global Offering, we do not expect to

recognize any further gains or losses on fair value changes from these Preferred Shares in the

future. However, as of the Latest Practicable Date, a warrant has not been exercised, and may

material affect our financial condition and results of operations after the closing of the Global

Offering.

An impairment in the carrying value of intangible assets could have a material adverse effect on

our financial condition and results of operations.

We had intangible assets on our balance sheet and as of June 30, 2020, which amounted to

RMB835.9 million. Our intangible assets mostly consist of licenses and manufacturing software

and system not ready for use and will not be amortized but tested for impairment annually either

individually or at the cash-generating unit level. The impairment test would compare the

recoverable amount of each of the cash-generating units to its carrying value. Determination of fair

values require considerable judgment and is sensitive to inherent uncertainties and changes in

estimates and assumptions. Declines in market conditions, weak trends in anticipated financial

performance of reporting units or declines in revenue projections are examples of indicators that

carrying values of intangible assets, may not be recoverable.

RISKS RELATING TO OUR BUSINESS

Changes in international trade or investment policies and barriers to trade or investment, the

ongoing conflict and trade tension war between the U.S. and China may have an adverse effect

on our business and expansion plans.

International market conditions and the international regulatory environment have historically

been affected by competition among countries and geopolitical frictions. Changes to trade policies,

treaties and tariffs, or the perception that these changes could occur, could adversely affect the

financial and economic conditions in the jurisdictions in which we operate, as well as our overseas

expansion, our financial condition and results of operations. The U.S. administration under

President Donald J. Trump has advocated greater restrictions on international trade generally and

significant increases on tariffs on certain goods imported into the U.S., particularly from China,

and has taken steps toward restricting trade in certain goods. For example, in 2018, the United

States announced three finalized tariffs that applied exclusively to products imported from China,

totaling approximately US$250 billion, and in May 2019, the U.S. increased the rate of certain

tariffs previously levied on Chinese products from 10% to 25%. In addition, in August 2019,

President Donald J. Trump threatened to impose additional tariffs on remaining Chinese products,

totaling approximately US$300 billion. Although on January 15, 2020, the U.S. and China signed
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an agreement on the phase one trade deal, under which both parties made certain concessions and

agreed not to proceed with additional tariffs against one another, the 25% tariffs on US$250 billion

of Chinese imports are still in place. These concerns and threats to impose new tariffs or sanctions

on China, have resulted in increased tensions in China’s international relations. Moreover, the

bilateral relationship is an ongoing matter, evolving sometimes from day to day, and we cannot

predict how the relationship will further evolve or what impact any subsequent developments in

the relationship may have on our business.

In addition, China and other countries have retaliated, and may further retaliate, in response

to new trade policies, treaties and tariffs implemented by the U.S. government. Such retaliation

measures may further escalate the tensions between the countries or even lead to a trade war. Any

escalation in trade tensions or a trade war, or the perception that such escalation or trade war could

occur, may have negative impact on the economies of not merely the two countries concerned, but

the global economy as a whole. In addition, if China were to increase the tariff on any of the items

imported by our suppliers and contract manufacturers from the U.S., we might not be able to find

substitutes with the same quality and price in China or from other countries. For example, we

entered into vector supply agreements with Juno in June 2020 to procure viral vectors from them

in connection with the clinical development of relma-cel and JWCAR129, as well as the

commercialization of relma-cel.

Furthermore, during the Track Record Period, we formed collaboration and licensing

agreements with entities in foreign countries and regions, such as Juno, our largest shareholder,

based in the United States. Our business is therefore subject to constantly changing international

economic, regulatory, social and political conditions, and local conditions in those foreign

countries and regions. As a result, China’s political relationships with those foreign countries and

regions may affect the prospects of maintaining existing or establishing new collaboration

partnerships and licensing agreements, and the communication and transfer of know-how.

There can be no assurance that such collaborators or licensing partners or potential

collaborators or licensing partners in the future will not alter their perception of us or their

preferences as a result of adverse changes to the state of political relationships between China and

the relevant foreign countries or regions. Any tensions and political concerns between China and

the relevant foreign countries or regions may adversely affect our business, financial condition,

results of operations, cash flows and prospects. It also remains unclear what actions, if any, the

U.S. government will take with respect to other existing international trade agreements. As a result

of the above and if the U.S. were to withdraw from or materially modify certain international trade

agreements to which it is a party, especially with respect to intellectual properties transfer, our

business, financial condition and results of operations could be negatively impacted. For further

details, please see the section headed “Business — Collaboration and License Agreements” in this

prospectus.
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Risks Relating to Discovery, Pre-Clinical Development and Clinical Development of Our

Product Candidates

We depend substantially on the success of our product candidates, particularly our Core Product

Candidate, relma-cel, all of which are in pre-clinical or clinical development. If we are unable

to successfully complete clinical development, obtain regulatory approval and commercialize our

product candidates, or experience significant delays in doing so, our business will be materially

harmed.

Our business will depend on the successful development, regulatory approval and

commercialization of our product candidates for the treatment of patients with cancer or

autoimmune diseases, all of which are still in pre-clinical or clinical development, and other

product candidates we may develop. We have invested a significant portion of our efforts and

financial resources in the development of our existing product candidates. The success of our

product candidates will depend on several factors, including:

• successful enrollment of patients in, and completion of, clinical trials, as well as

completion of pre-clinical studies;

• ensuring the integrity and security of our clinical and trial data, including personal

health information of patients in keeping with global standards of Good Clinical

Practice, International Committee on Harmonization and the regulations and laws of the

PRC;

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

• receipt of regulatory approval, or receipt of regulatory agreement on development plans

or manufacturing standards to conduct trials for approval;

• establishing commercial manufacturing capabilities, either by building facilities

ourselves or making arrangements with third-party manufacturers;

• the ability to continue clinical studies without regulatory hold orders on our INDs based

on severe or fatal adverse events with T-cell therapy in our trials or in trials of other

sponsors considered relevant to our products;

• the performance by contract research organizations, or CROs, or other third parties we

may retain to conduct clinical trials, of their duties to us in a manner that complies with

our protocols and applicable laws and that protects the integrity of the resulting data;
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• obtaining, maintaining and enforcing patent, trademark, trade secret, know-how and

other intellectual property protection and regulatory exclusivity for our product

candidates and our development process;

• ensuring we do not infringe, misappropriate or otherwise violate the patent, trademark,

trade secret or other intellectual property rights of third parties;

• successfully establishing our marketing network and launching our product candidates

for commercial sales, if and when approved;

• obtaining favorable governmental and private medical reimbursement for our product

candidates, if and when approved;

• appropriately pricing our product candidates and timely collecting payments;

• competition with other products; and

• continued acceptable safety profile of our product candidates following regulatory

approval.

If we do not achieve one or more of these factors in a timely manner or at all, we could

experience significant delays in our ability or be unable to obtain approval for and/or to

successfully commercialize our product candidates, which would materially harm our business, and

we may not be able to generate sufficient revenues and cash flows to continue our operations.

These factors present uncertainty and material risks to our commercial success and may cause

potential investors to lose a substantial amount or substantially all of their investment in our

business.

We operate in a rapidly changing industry and we face substantial competition, which may

result in others discovering, developing or commercializing competing products before or more

successfully than we do, or developing product candidates or treatments that are safer, more

effective, more effectively marketed or cost less than ours, or receive regulatory approval or

reach the market earlier. As a result, our product candidates may not achieve the sales we

anticipate and could be rendered noncompetitive or obsolete.

The development and commercialization of new biopharmaceutical products is highly

competitive and subject to rapid and significant technological advancements. We face competition

from major multi-national pharmaceutical companies, biotechnology companies and specialty

pharmaceutical companies with respect to our current and future product candidates that we may

develop and commercialize in the future. There are a number of large pharmaceutical and
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biotechnology companies that currently market and sell products or are pursuing the development

of product candidates for the treatment of cancer, including hematological cancers and solid

tumors. Smaller or early-stage companies may also prove to be significant competitors, particularly

through collaborative arrangements with large, established companies. Potential competitors also

include academic institutions, government agencies and other public and private research

organizations. Due to their promising clinical therapeutic effect in clinical exploratory trials,

engineered T-cell therapies, redirected T-cell therapies in general and antibody-drug conjugates are

being pursued by multiple biotechnology and pharmaceutical companies. Our competitors may

succeed in developing, acquiring or licensing technologies and products that are more effective,

more effectively marketed and sold or less costly than any product candidates that we may

develop, which could render our product candidates noncompetitive and obsolete. For further

details concerning potential competitors, please see the section headed “Business — Competition”

in this prospectus.

Our competitors with development-stage programs may obtain or have already obtained

marketing approval from the NMPA or other comparable regulatory authorities for their product

candidates more rapidly than we do, and they could establish a strong market position before we

are able to enter the market, which may make it more difficult for us to gain market acceptance

and adversely affect our ability to generate revenues.

Some of our competitors, either alone or with their strategic collaborators, may have

substantially greater financial, technical and human resources than we do. Accordingly, our

competitors may be more successful than we are in obtaining approval for treatments and

achieving widespread market acceptance, which may render our treatments obsolete or

noncompetitive. Mergers and acquisitions in the biotechnology and pharmaceutical industries may

result in even more resources being concentrated among a smaller number of our competitors.

These competitors also compete with us in recruiting and retaining qualified scientific and

management personnel and establishing clinical study sites and patient registration for clinical

studies, as well as in acquiring technologies complementary to, or necessary for, our programs.

Our commercial opportunity could be reduced or eliminated if our competitors develop and

commercialize products that are safer or more effective, have fewer or less severe side effects, are

more convenient or are less expensive or better reimbursed than any products that we may

commercialize.
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Our proprietary CAR-T preparation technologies and the manufacturing platform for our

CAR-T product candidates represent emerging approaches to cancer treatment that face

significant challenges and hurdles.

We have concentrated our primary research and development efforts on our CAR-T therapies

using our expertise in oncology and cell programming, and our future success is highly dependent

on the successful development and manufacture of our CAR-T product candidates. We do not

currently have any approved or commercialized products. As with other targeted therapies,

off-tumor or off-target activity could delay development or require us to reengineer or abandon a

particular product candidate. Because CAR-T therapies represent a relatively new field of cellular

immunotherapy and cancer treatment generally, developing and commercializing our product

candidates subjects us to a number of risks and challenges, including:

• obtaining regulatory approval for our product candidates, as the NMPA and other

regulatory authorities have limited experience with CAR-T therapies for cancer;

• developing and deploying consistent and reliable processes for engineering a patient’s

T-cells ex vivo and infusing the engineered T-cells back into the patient;

• conditioning patients with chemotherapy in conjunction with delivering each of our

products, which may increase the risk of adverse side effects of our product candidates;

• sourcing clinical and, if approved, commercial supplies of the materials used to

manufacture our product candidates;

• developing programming modules with the desired properties, while avoiding adverse

reactions;

• creating viral vectors capable of delivering multiple programming modules;

• developing a reliable and consistent vector and cell manufacturing process;

• establishing manufacturing capacity suitable for the manufacture of our product

candidates in line with expanding enrollment in our clinical studies and our projected

commercial requirements;

• achieving cost efficiencies in the scale-up of our manufacturing capacity;

• developing protocols for the safe administration of our product candidates;
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• educating medical personnel regarding our CAR-T technologies and the potential side

effect profile of each of our product candidates, such as potential adverse side effects

related to CRS, neurotoxicity, T-cell aplasia, fatigue, neutropenia, and anemia;

• establishing end-to-end integrated capabilities and solutions in collaboration with

specialty treatment centers in order to manage the operations and complex logistics

commonly associated with the administration of T-cell therapies in an effective and

efficient manner;

• establishing sales and marketing capabilities to successfully launch and commercialize

our product candidates if and when we obtain any required regulatory approvals, and

risks associated with gaining market acceptance of a novel therapy if we receive

approval;

• the ability and willingness of patients to pay for our personalized therapies in

connection with commercialization of any approved product candidates through

out-of-pocket expenses; and

• the availability of coverage and adequate reimbursement from third-party payors for our

novel and personalized therapies in connection with commercialization of any approved

product candidates.

We may not be able to successfully develop our CAR-T product candidates, our technology

or our other product candidates in a manner that will yield products that are safe, effective,

scalable or profitable.

Additionally, because our technology involves the genetic modification of patient cells ex

vivo, we are subject to additional regulatory challenges and risks, including:

• regulatory requirements governing gene and cell therapy products have changed

frequently and may continue to change in the future. According to F&S, to date, only

three CAR-T therapy products that involve the genetic modification of patient cells have

been approved in the United States and the European Union, and none have been

approved in China;

• genetically modified products in the event of improper insertion of a gene sequence into

a patient’s chromosome could lead to lymphoma, leukemia or other cancers, or other

aberrantly functioning cells; and
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• although our viral vectors are not able to replicate, there is a risk with the use of

retroviral or lentiviral vectors that they could lead to new or reactivated pathogenic

strains of virus or other infectious diseases, or can lead to transformation of the CAR-T

or cause new malignancies.

Moreover, public perception and awareness of cell therapy safety issues may adversely

influence the willingness of subjects to participate in clinical trials of our product candidates, or if

approved, of physicians to prescribe our products. Physicians, hospitals and third-party payors

often are slow to adopt new products, technologies and treatment practices that require additional

upfront costs and training. Treatment centers may not be willing or able to devote the personnel

and establish other infrastructure required for the administration of CAR-T therapies. Physicians

may not be willing to undergo training to adopt this novel and personalized therapy, may decide

the therapy is too complex to adopt without appropriate training and may choose not to administer

the therapy. Based on these and other factors, hospitals and payors may decide that the benefits of

this new therapy do not or will not outweigh its costs.

Clinical development of biopharmaceutical products involves a lengthy and expensive process

with an uncertain outcome, and results of earlier studies and trials may not be predictive of

future trial results.

Clinical testing is expensive and can take many years to complete, and its outcome is

inherently uncertain. Failure can occur at any time during the clinical trial process. The results of

pre-clinical studies and early clinical trials of our product candidates may not be predictive of the

results of later-stage clinical trials, and initial or interim results of a trial may not be predictive of

the final results. Product candidates in later stages of clinical trials may fail to show the desired

safety and efficacy traits despite having progressed through pre-clinical studies and initial clinical

trials. In some instances, there can be significant variability in safety and/or efficacy results

between different trials of the same product candidate due to numerous factors, including changes

in trial procedures set forth in protocols, differences in the size and type of the patient populations,

including genetic differences, other trial protocol elements and the rate of dropout among clinical

trial participants. In the case of any trials we conduct, results may differ from earlier trials due to

the larger number of clinical trial sites and additional countries and languages involved in such

trials. A number of companies in the biopharmaceutical industry have suffered significant setbacks

in advanced clinical trials due to lack of efficacy or adverse safety profiles, notwithstanding

positive results in earlier trials. Our future clinical trial results may not be favorable, regardless of

earlier results. If so, we would have expended a significant amount of capital to progress the

relevant product candidates to that stage, and would not realize any revenue on such product

candidate if it then ultimately failed to receive regulatory approval due to poor clinical trial

results. Such an uncompensated expenditure could materially adversely affect our business,

financial condition, results of operations and prospects. Even if our future clinical trial results
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show favorable efficacy and impressive durability of anti-tumor responses, not all patients may

benefit. For certain therapies, not all patients will respond, some responders may also relapse after

a period of response.

We depend on enrollment of patients in our clinical trials for our product candidates. If we

encounter difficulties enrolling patients in our clinical trials, our clinical development activities

could be delayed or otherwise adversely affected.

Identifying and qualifying patients to participate in clinical trials of our product candidates is

critical to our success. We may experience difficulties in patient enrollment in our clinical trials

for a variety of reasons. The timely completion of clinical trials in accordance with the protocols

depends, among other things, on our ability to enroll a sufficient number of patients who remain in

the study until its conclusion. The enrollment of patients depends on many factors, including:

• the patient eligibility criteria defined in the protocol and the size and nature of the

patient population who meet such criteria;

• the number of patients with the disease or condition being studied;

• the patients understanding the risks and benefits of the product candidate in the trial;

• clinicians’ and patients’ perceptions as to the potential advantages of the product

candidate being studied in relation to other available therapies, including any new drugs

or other treatments that may be approved for the indications we are investigating or

drugs that may be used off-label for these indications;

• the proximity of patients to study sites;

• the design of the clinical trial;

• our ability to recruit clinical trial investigators with the appropriate competencies and

experience;

• competing clinical trials for similar therapies or other new therapeutics not involving

T-cell-based immunotherapy;

• our ability to obtain and maintain patient consents; and

• the risk that patients enrolled in clinical trials will drop out before completion of their

treatment.
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In addition, since the number of qualified clinical investigators is limited, we expect to

conduct some of our clinical trials at the same clinical trial sites that some of our competitors use,

which could further reduce the number of patients who are available for our clinical trials in these

clinical trial sites. Moreover, because our product candidates represent a departure from more

commonly used methods for cancer treatment, potential patients and their doctors may be inclined

to use conventional therapies, such as chemotherapy and antibody therapy, rather than participate

in our clinical trials. Furthermore, our clinical trials will also likely compete with other clinical

trials for product candidates that are in the same therapeutic areas as our product candidates, and

this competition will reduce the number and types of patients available to us, because some

patients who might have opted to enroll in our trials may instead opt to enroll in a trial being

conducted by one of our competitors.

Delays in patient enrollment may result in increased costs or may affect the timing or

outcome of the planned clinical trials, which could prevent completion of these clinical trials and

adversely affect our ability to advance the development of our product candidates. In addition,

many of the factors that may lead to a delay in the commencement or completion of clinical trials

may also ultimately lead to the denial of regulatory approval of our product candidates.

If clinical trials of our product candidates fail to demonstrate safety and efficacy to the

satisfaction of regulatory authorities or do not otherwise produce positive results, we may incur

additional costs or experience delays in completing, or ultimately be unable to complete, the

development and commercialization of our product candidates.

We may not commercialize, market, promote or sell any product candidate in China without

obtaining marketing approval from the NMPA and other regulatory authorities, and we may never

receive such approvals. We cannot predict accurately when or if any of our product candidates will

prove effective or safe in humans and will receive regulatory approval. Before obtaining marketing

approval from regulatory authorities for the commercial sale of any of our product candidates, we

must demonstrate through lengthy, complex and expensive preclinical studies and clinical trials

that our product candidates are both safe and effective for use in each proposed indication. Clinical

trials are expensive, difficult to design and implement, can take many years to complete and are

uncertain as to outcome. A failure of one or more clinical trials can occur at any stage of clinical

development.
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We may experience numerous unforeseen events prior to, during or as a result of clinical

trials that could delay or prevent our ability to receive marketing approval or commercialize any of

our product candidates, including:

• the NMPA or other regulatory authorities may disagree as to the number, design or

implementation of our clinical trials, or may not interpret the results from clinical trials

as we do;

• regulators or institutional review boards may not authorize us or our investigators to

commence a clinical trial or conduct a clinical trial at a prospective trial site;

• we may not reach agreement on acceptable terms with prospective clinical trial sites, the

terms of which can be subject to extensive negotiation and may vary significantly

among different clinical trial sites;

• clinical trials of our product candidates may produce negative or inconclusive results;

• we may decide, or regulators may require us, to conduct additional clinical trials or

abandon product development programs;

• the number of patients required for clinical trials of our product candidates may be

larger than we anticipate, enrollment in these clinical trials may be slower than we

anticipate, participants may drop out of these clinical trials at a higher rate than we

anticipate or we may fail to recruit eligible patients to participate in a trial;

• our third-party contractors may fail to comply with regulatory requirements or meet

their contractual obligations to us in a timely manner, or at all;

• regulators may issue a clinical hold, or regulators or institutional review boards may

require that we or our investigators suspend or terminate clinical research for various

reasons, including noncompliance with regulatory requirements or a finding that the

participants are being exposed to unacceptable health risks;

• the cost of clinical trials of our product candidates may be greater than we anticipate;

• the NMPA or other regulatory authorities may fail to approve our manufacturing

processes or facilities;

• the supply or quality of our product candidates or other materials necessary to conduct

clinical trials of our product candidates may be insufficient or inadequate;
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• our product candidates may have undesirable side effects or other unexpected

characteristics, particularly given their novel, first-in-human application, such as

potential adverse side effects related to CRS, neurotoxicity, T-cell aplasia, fatigue,

neutropenia, and anemia, causing us or our investigators, regulators or institutional

review boards to suspend or terminate the clinical trials; and

• the approval policies or regulations of the NMPA or other regulatory authorities may

significantly change in a manner rendering our clinical data insufficient for approval.

To the extent that the results of the trials are not satisfactory for the NMPA or other

regulatory authorities to approve our NDAs or other comparable applications, the

commercialization of our product candidates may be significantly delayed, or we may be required

to expend significant additional resources, which may not be available to us, to conduct additional

trials in support of potential approval of our product candidates. If we are required to conduct

additional clinical trials or other testing of our product candidates beyond those that we currently

contemplate, if we are unable to successfully complete clinical trials of our product candidates or

other testing, if the results of these trials are not positive or if they raise safety concerns, we may

(i) be delayed in obtaining regulatory approval for our product candidates; (ii) not obtain

regulatory approval at all; (iii) obtain approval for indications that are not as broad as intended;

(iv) have the product removed from the market after obtaining regulatory approval; (v) be subject

to additional post-marketing testing requirements; (vi) be subject to restrictions on how the product

is distributed or used; or (vii) be unable to obtain reimbursement for use of the product.

Delays in testing or approvals may result in increases in our development costs. We do not

know whether any clinical trials will begin as planned, will need to be restructured or will be

completed on schedule, or at all. Significant clinical trial delays could also shorten any periods

during which we have the exclusive right to commercialize our product candidates in China or

allow our competitors to bring their products to market before we do and impair our ability to

commercialize our product candidates and may have an adverse effect on our business and results

of operations.

Our product candidates may cause undesirable side effects or have other properties that could

halt their clinical development, prevent their regulatory approval, limit their commercial

potential, or result in significant negative consequences.

In clinical trials conducted by other companies involving CAR-T, the most prominent acute

toxicities included symptoms thought to be associated with CRS, such as fever, low blood

pressure, nausea, difficulty breathing, and oxygen deficiency. Some patients also experienced

toxicity of the central nervous system, or neurotoxicity, such as confusion, tremor, cranial nerve

dysfunction, seizures and speech impairment. Adverse events with the worst grades and attributed
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to CAR-T were severe and life threatening in some patients. Some of these events have been fatal.

The life threatening events were related to kidney dysfunction, severe infections and neurotoxicity.

Severe and life threatening toxicities occurred mostly in the first two weeks after cell infusion and

generally resolved within three weeks. In addition, like other clinical trials involving CAR-T, fatal

adverse events have occurred in our clinical trials.

To date we have focused on developing last-line treatments for various cancers, meaning that

our clinical trials include cancer patients who are very sick and whose health is deteriorating, and

we expect that additional clinical trials of our other product candidates will include similar

patients with deteriorating health. It is possible that some of these patients may experience similar

adverse side effects as were observed in clinical trials conducted by other companies and academic

institutions involving CAR-T, and that patients may die during our clinical trials for various

reasons, including as a result of receiving our product candidates, because the patient’s disease is

too advanced, or because the patient experiences medical problems that may not be related to our

product candidate. Even if the deaths are not related to our product candidate, the deaths could

affect perceptions regarding the safety of our product candidate.

Patient deaths and severe side effects caused by our product candidates, or by products or

product candidates of other companies that are thought to have similarities with our product

candidates, could result in the delay, suspension, clinical hold or termination of clinical trials by

us, ethics committee, the NMPA or other regulatory authorities for a number of reasons. If we elect

or are required to delay, suspend or terminate any clinical trial of any product candidates that we

develop, the commercial prospects of such product candidates will be harmed and our ability to

generate product revenue from any of these product candidates would be delayed or eliminated.

Serious adverse events observed in clinical trials could hinder or prevent market acceptance of the

product candidate at issue. Any of these occurrences may harm our business, prospects, financial

condition and results of operations significantly.

Additionally, if one or more of our product candidates receives marketing approval, and we

or others later identify undesirable side effects caused by such products, including during any

long-term follow-up observation period recommended or required for patients who receive

treatment using our products, a number of potentially significant negative consequences could

result, including:

• regulatory authorities may withdraw approvals of such product and we may be required

to suspend marketing or remove relevant products from the marketplace;

• regulatory authorities may require additional warnings on the label;

• we may be subject to regulatory investigations and government enforcement actions;
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• we may experience a severe decrease in the demand for, and sales of, the relevant

products;

• we could be sued and held liable for harm caused to patients; and

• our reputation may suffer.

Any of the foregoing could prevent us from achieving or maintaining market acceptance of

the particular product candidate, if approved, and could significantly harm our business, results of

operations and prospects.

The process for treating cancer patients using T-cell therapy is subject to human error and

systemic risks.

The cycle for treating cancer patients using T-cell therapy typically takes approximately four

to six weeks and involves a large number of steps and human participants. First, the patient’s

lymphocytes are isolated by apheresis at the clinical site and shipped to the manufacturing site.

Under current good manufacturing practices, or cGMP, conditions at the manufacturing site, the

patient’s lymphocytes are thawed and washed, and then enriched for CD3-positive T-cells using

specialized reagents. After overnight culture and T-cell activation, the T-cells are transduced using

lentiviral vector transduction technology to introduce the CAR genetic construct into the enriched

T-cell population. At the completion of T-cell transduction, the T-cells are expanded for several

days, harvested, formulated into the final product and then cryopreserved for delivery to patients.

In China, samples of the final product are subjected to several release tests which must fulfill

specified criteria for the product to be released for infusion. These include sterility, identity, purity,

potency and other tests. We are subject to stringent regulatory and quality standards in the course

of a T-cell therapy treatment process. We cannot assure you that our quality control and assurance

efforts will be successful or that the risk of human or systemic errors in these processes can be

eliminated, or that these efforts will eliminate the risk of our human errors or systematic risk given

the complex nature of the processes and the use of significant numbers of people at different levels

of training in the processes listed above.

Prior treatments can alter certain cancers and negatively impact the probability of successful

manufacture of, treatment of patients with, or achieving clinical benefit from our CAR-T

Patients with hematological cancers typically receive highly toxic chemotherapy as their

initial treatments, which can impact the viability of the T-cells collected from the patient and may

contribute to highly variable responses to CAR-T therapies. Patients could also have received prior

therapies that target the same target antigen on the cancer cells as our intended programmed

CAR-T product candidate, which can reduce the expression of the target antigen on those cancer
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cells. As a result, our CAR-T product candidates may not recognize the cancer cell and may fail to

achieve clinical activity. Our Core Product Candidate, relma-cel, and other product candidates

could face this challenge. If any of our product candidates do not achieve a sufficient level of

clinical activity, we may discontinue the development of that product candidate, which could have

an adverse effect on the value of our Shares.

We may not be successful in developing, acquiring, enhancing or adapting to new technologies

and methodologies.

We must keep pace with new technologies and methodologies to maintain our competitive

position. For the years ended December 31, 2018 and 2019 and the six months ended June 30,

2020, our research and development expenses were RMB76.0 million, RMB136.1 million and

RMB82.3 million, respectively. We must continue to invest significant amounts of human and

capital resources to develop or acquire technologies that will allow us to enhance the scope and

quality of our clinical trials. We also intend to continue to enhance our technical capabilities in

product discovery, development and manufacturing, which are capital and time-intensive. We

cannot assure you that we will be able to develop, enhance or adapt to new technologies and

methodologies, successfully identify new technological opportunities, develop and bring new or

enhanced products to market, obtain sufficient or any patent or other intellectual property

protection for such new or enhanced products, or obtain the necessary regulatory approvals in a

timely and cost-effective manner, or, if such products are introduced, that those products will

achieve market acceptance. Any failure to do so may make our techniques obsolete, which could

harm our business and prospects.

We may not be successful in our efforts to build or in-license a pipeline of new product

candidates. If we fail to do so, our commercial opportunity will be limited.

A key element of our strategy is to leverage our proprietary cell therapy platform and

expertise in oncology and cell programming to expand into solid tumors, other cellular targets and

other CAR therapies. Our initial focus is on the development of a pipeline of product candidates

for the treatment of hematological cancers and the progression of these product candidates through

clinical development. We also intend to grow our business through in-licensing opportunities,

partnerships and selective acquisitions, as well as in-house research and development. However,

we may not be able to develop or acquire product candidates that are safe and effective, or which

compare favorably with other commercially available alternatives. Even if we are successful in

continuing to build our pipeline and developing next-generation product candidates or expanding

into solid tumor indications, the potential product candidates that we identify may not be suitable

for clinical development, including as a result of lack of safety, lack of tolerability, lack of

anti-tumor activity, or other characteristics that indicate that they are unlikely to be products that

will receive marketing approval, achieve market acceptance or obtain reimbursements from
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third-party payors. We cannot provide you any assurance that we will be able to successfully

advance any of these additional product candidates through the development process. Our research

programs may initially show promise in identifying potential product candidates, yet fail to yield

product candidates for clinical development or commercialization for many reasons, including the

following:

• our platform may not be successful in identifying additional product candidates;

• we may not be able or willing to assemble sufficient resources to acquire or discover

additional product candidates;

• our product candidates may not succeed in preclinical or clinical testing;

• a product candidate may on further study be shown to have harmful side effects or other

characteristics that indicate it is unlikely to be effective or otherwise does not meet

applicable regulatory criteria;

• competitors may develop alternatives that render our product candidates obsolete or less

attractive;

• product candidates we develop may nevertheless be covered by third parties’ patents or

other exclusive rights;

• the market for a product candidate may change during our development program so that

the continued development of that product candidate is no longer reasonable;

• a product candidate may not be capable of being produced in commercial quantities at

an acceptable cost, or at all; and

• a product candidate may not be accepted as safe and effective by patients, the medical

community or third-party payors, if applicable.

If any of these events occur, we may be forced to abandon our development efforts for a

program or programs, or we may not be able to identify, discover, develop or commercialize

additional product candidates, which would have a material adverse effect on our business and

could potentially cause us to cease operations.
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Even if we receive NMPA or other regulatory approval to market our product candidates, we

cannot assure you that any such product candidates will be successfully commercialized, widely

accepted in the marketplace or more effective than other commercially available alternatives.

Further, because of our limited financial and managerial resources, we are required to focus our

research programs on certain product candidates and on specific diseases.

If we do not successfully develop and commercialize product candidates or collaborate with

others to do so, we will not be able to obtain product revenue in future periods, which could

significantly harm our financial position and adversely affect the trading price of our Shares.

We may expend our limited resources to pursue a particular product candidate or indication and

fail to capitalize on product candidates or indications that may be more profitable or have a

greater likelihood of success.

Because we have limited financial and management resources, we focus on research programs

and product candidates that we identify for specific indications. As a result, we may forego or

delay pursuit of opportunities with other product 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 products or profitable market opportunities. Our spending on

current and future research and development programs and product candidates for specific

indications may not yield any commercially viable products. If we do not accurately evaluate the

commercial potential or target market for a particular product candidate, we may relinquish

valuable rights to that product candidate through collaboration, licensing or other royalty

arrangements in cases in which it would have been more advantageous for us to retain sole

development and commercialization rights to such product candidate.

Our preclinical programs may experience delays or may never advance to clinical trials, which

would adversely affect our ability to obtain regulatory approvals or commercialize these product

candidates on a timely basis or at all, which would have an adverse effect on our business.

Some of our product candidates are still in the preclinical development stage, and the risk of

failure of preclinical programs is high. Before we can commence clinical trials for a product

candidate, we must complete extensive preclinical testing and studies to obtain regulatory

clearance to initiate human clinical trials, including based on IND applications and clinical trial

applications, or CTAs, in China. We cannot be certain of the timely completion or outcome of our

preclinical testing and studies and cannot predict if the NMPA or other regulatory authorities will

accept our proposed clinical programs or if the outcome of our preclinical testing and studies will

ultimately support the further development of our programs. As a result, we cannot be sure that we
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will be able to submit IND applications or similar applications for our preclinical programs on the

timelines we expect, if at all, and we cannot be sure that submission of IND applications or similar

applications will result in the NMPA or other regulatory authorities allowing clinical trials to

begin.

Risks Relating to Extensive Government Regulation

All material aspects of the research, development, manufacturing and commercialization of

biopharmaceutical products are heavily regulated. Any failure to comply with existing

regulations and industry standards, or any adverse actions by the NMPA or other comparable

regulatory authorities against us, could negatively impact our reputation and our business,

financial condition, results of operations and prospects.

The PRC strictly regulates the biopharmaceutical industry, employing regulatory strategies

that include regulation of product development and approval, manufacturing, and marketing, sales

and distribution of products.

The process of obtaining regulatory approvals and compliance with appropriate laws and

regulations requires the expenditure of substantial time and financial resources. Failure to comply

with the applicable requirements at any time during the product development or approval process,

or after approval, may subject an applicant to administrative or judicial sanctions. These sanctions

could include the regulator’s refusal to approve pending applications, withdrawal of an approval,

license revocation, a clinical hold, or total or partial suspension of production or distribution.

Failure to comply with these regulations could have a material adverse effect on our business.

In China, the NMPA and other regulatory authorities impose high standards on the efficacy

and safety of biopharmaceutical products, as well as strict rules, regulations and industry standards

on how we develop such products. For example, we may need to obtain clearance from NMPA or

other regulatory authorities as part of an IND application to seek authorization to begin clinical

trials, or file results of clinical trials as part of an NDA to seek marketing approval. These

regulatory authorities may conduct scheduled or unscheduled periodic inspections of our facilities

to monitor our regulatory compliance. Although we have passed all relevant inspections and

obtained clearance in relation to discovery and development from the NMPA and other regulatory

authorities in all material respects during the Track Record Period, we cannot assure you that we

will be able to do so going forward. Any failure to comply with existing regulations and industry

standards could result in fines or other punitive actions against us, and the disqualification of data

for submission to regulatory authorities, each of which could have a material adverse impact on

our reputation, business, financial condition, results of operations and prospects. In addition, any

action against us for violation of the relevant regulations or industry standards, even if we
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successfully defend against it, could cause us to incur significant legal expenses, divert our

management’s attention from the operation of our business, and adversely affect our reputation and

financial results.

The regulatory approval processes of the NMPA and other comparable regulatory authorities are

lengthy, time-consuming and inherently unpredictable. If we are ultimately unable to obtain, or

experience delays in obtaining, regulatory approval for our product candidates, our business will

be substantially harmed.

The time required to obtain approval by the NMPA and other comparable regulatory

authorities is unpredictable, particularly with respect to novel products such as cell-based cancer

therapies, and it depends on numerous factors, including the substantial discretion of the regulatory

authorities.

Our product candidates could fail to receive regulatory approval for many reasons, including:

• failure to begin or complete clinical trials due to disagreements with regulatory

authorities;

• failure to demonstrate that a product candidate is safe, pure and potent for its proposed

indication;

• failure of clinical trial results to meet the level of statistical significance required for

approval;

• failure to demonstrate that the clinical and other benefits of a product candidate

outweigh its safety risks;

• data integrity issues related to our clinical trials;

• insufficiency of data from clinical trials of our product candidates to support the filing

of the NDA or other submission or to obtain regulatory approval;

• disagreement with our interpretation of data from pre-clinical studies or clinical trials;

• our failure to conduct a clinical trial in accordance with regulatory requirements or our

clinical trial protocols;
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• clinical sites, investigators or other participants in our clinical trials deviating from a

trial protocol, failing to conduct the trial in accordance with regulatory requirements, or

dropping out of a trial; and

• deficiencies identified by the regulatory authorities in relation to CMC, manufacturing

processes or facilities.

The NMPA or a comparable regulatory authority may require more information, including

additional pre-clinical or clinical data, to support approval, which may delay or prevent approval

and our commercialization plans, or we may decide to abandon the development program.

Changes in regulatory requirements and guidance may also occur, and we may need to amend

clinical trial protocols submitted to applicable regulatory authorities to reflect these changes.

Resubmission may impact the costs, timing or successful completion of a clinical trial. In addition,

changes in government regulations or in practices relating to the biopharmaceutical industry, such

as a relaxation in regulatory requirements, or the introduction of simplified approval procedures,

which would lower the entry barrier for potential competitors, or an increase in regulatory

requirements, which may increase the difficulty for us to satisfy such requirements, and may have

a material adverse impact on our business, financial condition, results of operations, and prospects.

If we experience delays in the completion of, or the termination of, a clinical trial of any of

our product candidates, the commercial prospects of that product candidate will be harmed, and

our ability to generate product sales revenues from that product candidate will be delayed. In

addition, any delays in completing our clinical trials will increase our costs, slow down our

product candidate development and approval process, and jeopardize our ability to commence

product sales and generate related revenues for that candidate. Any of these occurrences may harm

our business, financial condition and prospects significantly. In addition, many of the factors that

cause, or lead to, a delay in the commencement or completion of clinical trials may also ultimately

lead to the denial of regulatory approval of our product candidates.

Our and/or others’ failure to obtain or renew certain approvals, licenses, permits and certificates

required for our business may materially and adversely affect our business, financial condition

and results of operations.

Pursuant to the relevant laws, regulations and relevant regulatory practice by governmental

agencies, we and/or other parties related to our operations, such as landlords or managers of

premises on or local science parks in which we operate, are required to obtain and maintain

various approvals, licenses, permits and certificates from relevant authorities to operate our

business. Some of these approvals, permits, licenses and certificates are subject to periodic

renewal and/or reassessment by the relevant authorities, and the standards of such renewal and/or
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reassessment may change from time to time. Any failure to obtain or renew any approvals,

licenses, permits and certificates necessary for our operations may result in enforcement actions

thereunder, including orders issued by the relevant regulatory authorities causing operations to

cease, and may include corrective measures requiring capital expenditure or remedial actions,

which in the future could materially and adversely affect our business, financial condition and

results of operations. There is also no assurance that the relevant authorities would not take any

enforcement action against us. In the event that such enforcement action is taken, our business

operations could be materially and adversely disrupted.

Furthermore, if the interpretation or implementation of existing laws and regulations changes,

or new regulations come into effect requiring us and/or other such related parties to obtain any

additional approvals, permits, licenses or certificates that were previously not required to operate

our existing businesses, we cannot assure you that we and/or other such related parties will

successfully obtain such approvals, permits, licenses or certificates. Our or these parties’ failure to

obtain the additional approvals, permits, licenses or certificates may restrict the conduct of our

business, decrease our revenues and/or increase our costs, which could materially reduce our

profitability and prospects.

Changes in government regulations or in practices relating to the pharmaceutical and

biopharmaceutical industries, including healthcare reform in China, and compliance with new

regulations may result in additional costs.

The healthcare industry in China is heavily regulated. Changes in government regulations or

in practices relating to the healthcare industry, such as a relaxation in regulatory requirements, or

the introduction of simplified approval procedures which lower entry barriers for potential

competitors, or an increase in regulatory requirements that may increase the difficulty for us to

satisfy such requirements, may have a material adverse impact on our business, financial

condition, results of operations and prospects. For example, a Draft Somatic Cell Therapy Clinical

Research and the Transformation Application Management Measures (Trial) (體細胞治療臨床研究
和轉化應用管理辦法(試行) (徵求意見稿)) was released by NHC in March 2019, which stipulated,

among others, that after filing with NHC, hospitals may use cell therapy treatment and charge

patients. If adopted, the entry barriers for potential competitors will be significantly lower.

In addition, recently enacted and future legislation may increase the difficulty and cost for us

to obtain regulatory approval and commercialize our product candidates and affect the prices we

may fix. In China, a number of legislative and regulatory changes and proposed changes regarding

healthcare could prevent or delay regulatory approval of our product candidates, restrict or

regulate post-approval activities and affect our ability to profitably sell our products and any

product candidates for which we obtain regulatory approval. In recent years, there have been and

will likely continue to be efforts to enact administrative or legislative changes to healthcare laws
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and policies, including measures which may result in more rigorous coverage criteria and

downward pressure on the price that we fix for any approved product. Any reduction in

reimbursement from government programs may result in a similar reduction in payments from

private payors. The implementation of cost containment measures or other healthcare reforms may

prevent us from being able to generate revenue, attain profitability, or commercialize our products.

Recently, the Chinese government announced that they would further promote the reform of the

drug purchase system and expand the centralized drug purchase program, which may result in a

material adverse effect on drug prices.

Even if we obtain marketing approvals for our product candidates, the terms of approvals and

ongoing regulation of our products may limit how we manufacture and market our products,

and compliance with such requirements may involve substantial resources, which could

materially impair our ability to generate revenue.

Even if marketing approval of a product candidate is granted, an approved product and its

manufacturer and marketer are subject to ongoing review and extensive regulatory requirements

for manufacturing processes, labeling, packaging, distribution, adverse event reporting, storage,

advertising, promotion, sampling, and recordkeeping, or to conduct costly post-marketing studies

or clinical trials and surveillance to monitor the safety or efficacy of the product. We must also

comply with requirements concerning advertising and promotion for any of our product candidates

for which we obtain marketing approval. Promotional communications with respect to prescription

drugs are subject to a variety of legal and regulatory restrictions and must be consistent with the

information in the product’s approved labeling. Thus, we will not be able to promote any products

we develop for indications or uses for which they are not approved. In addition, manufacturers of

approved products and those manufacturers’ facilities are required to comply with extensive

regulatory requirements of the NMPA and other regulatory authorities, including ensuring that

quality control and manufacturing procedures conform to cGMP and other comparable regulations

and standards, which include requirements relating to quality control and quality assurance as well

as the corresponding maintenance of records and documentation and reporting requirements. We or

our suppliers could be subject to periodic unannounced inspections by the NMPA or other

regulatory authorities to monitor and ensure compliance with cGMP.

Accordingly, assuming we receive marketing approval for one or more of our product

candidates, we and our suppliers will continue to expend time, money and effort in all areas of

regulatory compliance, including manufacturing, production, product surveillance and quality

control. If we are not able to comply with post-approval regulatory requirements, we could have

the marketing approvals for our products withdrawn by regulatory authorities and our ability to

market any future products could be limited, which could adversely affect our ability to achieve or

sustain profitability. Accordingly, the cost of compliance with post-approval regulations may have

a negative effect on our operating results and financial condition.
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Even if we are able to commercialize any approved product candidates, the products may become

subject to unfavorable pricing regulations, or to unfavorable changes in national or third-party

reimbursement practices, which could harm our business.

The regulations that govern regulatory approvals, pricing and reimbursement for new

therapeutic products vary widely from country to country. Pricing for one or more of our products

could become subject to governmental control even after initial approval to market the relevant

product is granted, which could delay our commercial launch of the product and negatively impact

our revenues.

Our ability to commercialize any approved product candidates successfully also will depend

in part on the extent to which reimbursement for these products and related treatments will be

available from government health administration authorities, private health insurers and other

organizations.

A primary trend in the global healthcare industry is cost containment. Government authorities

and third-party payors have attempted to control costs by limiting coverage and the amount of

reimbursement for particular medications.

In China, the Ministry of Human Resources and Social Security of China or provincial or

local human resources and social security authorities, together with other government authorities,

review the inclusion or removal of drugs from China’s National Drug Catalog for Basic Medical

Insurance, Work-Related Injury Insurance and Maternity Insurance, or the National Reimbursement

Drug List, the NRDL, or provincial or local medical insurance catalogues for the Provincial

Reimbursable Drug List, the PRDL, regularly, and the tier under which a drug will be classified,

both of which affect the amounts reimbursable to program participants for their purchases of those

drugs. There can be no assurance that any of our future approved product candidates will be

included in the NRDL or the PRDL. Products included in the NRDL or the PRDL are typically

generic and essential drugs. Innovative drugs similar to our product candidates have historically

been more limited on their inclusion in the NRDL or the PRDL due to the affordability of the

government’s Basic Medical Insurance.

If we were to successfully launch commercial sales of our products but fail in our efforts to

have our products included in the NRDL or the PRDL, our revenue from commercial sales would

be highly dependent on patient self-payment, which can make our products less competitive.

Additionally, even if the Ministry of Human Resources and Social Security of the PRC or any of

its local counterparts were to accept our application for the inclusion of products in the NRDL or

the PRDL, our potential revenue from the sales of these products could still decrease as a result of

the significantly lowered prices we may be required to charge for our products to be included in

the NRDL or the PRDL.
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Increasingly, third-party payors are requiring that companies provide them with

predetermined discounts from list prices and are challenging the prices charged for medical

products. We cannot be sure that reimbursement will be available for any approved product

candidate that we commercialize and, if reimbursement is available, what the level of

reimbursement will be. Reimbursement may impact the demand for, or the price of, any approved

product candidate that we commercialize. Obtaining or maintaining reimbursement for approved

product candidates may be particularly difficult because of the higher prices often associated with

drugs administered under the supervision of a physician. If reimbursement is not available or is

available only to limited levels, we may not be able to successfully commercialize any product

candidate that we in-license or successfully develop.

There may be significant delays in obtaining reimbursement for approved product candidates,

and coverage may be more limited than the purposes for which the product candidates are

approved by the NMPA or other regulatory authorities. Moreover, eligibility for reimbursement

does not imply that any drug will be paid for in all cases or at a rate that covers our costs,

including research, development, manufacture, sale and distribution. Interim payments for new

drugs, if applicable, may also not be sufficient to cover our costs and may not be made permanent.

Payment rates may vary according to the use of the drug and the clinical setting in which it is

used, may be based on payments allowed for lower-cost drugs that are already reimbursed, and

may be incorporated into existing payments for other services. Net prices for drugs may be

reduced by mandatory discounts or rebates required by government healthcare programs or private

payors and by any future weakening of laws that presently restrict imports of drugs from countries

where they may be sold at lower prices than in China. Our inability to promptly obtain coverage

and profitable payment rates from both government-funded and private payors for any future

approved product candidates and any new drugs that we develop could have a material adverse

effect on our business, our operating results, and our overall financial condition.

We intend to seek approval to market our product candidates in China. In China, the pricing

of certain drugs is subject to governmental control, which can take considerable time even after

obtaining regulatory approval. Market acceptance and sales of any of our future approved product

candidates will depend significantly on the availability of adequate coverage and reimbursement

from third-party payors for our products, and may be affected by existing and future health care

reform measures.
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If safety, efficacy or other issues arise with any drug or medical product that is used to manage

side effects of our product candidates, we may be unable to develop or market such product

candidate or may experience significant regulatory delays.

In clinical trials of our product candidates, anti-cytokine therapies, corticosteroids,

anti-epileptic medications, antibiotics, anti-viral agents, anti-fungal agents, vasopressors,

ventilators or ventilator equipment, mannitol, barbiturates, plasma, pack RBC units, platelet packs,

dialysis machines or their associated equipment or electrolyte exchange solutions, electrolyte

binding agents or supplement solutions are administered to manage side effects when they appear

or are indicated by our AE management algorithms. If the NMPA or another comparable regulatory

authority revokes or denies its approval of any such drug or medical product, we will be forced to

terminate or redesign the clinical trials, experience significant regulatory delays or stop our

commercialization efforts. In addition, we may fail our commercialization effort because products

that facilitate the use of our product candidates can incur separate safety, efficacy or availability

issues, such as the medical products listed above and other common items such as syringes,

needles, IV tubing and IV access devices or placement and availability of hospital beds and space.

Risks Relating to Manufacturing of Our Product Candidates

Our product candidates are cell therapies. The manufacture of our product candidates is

complex, and we may encounter difficulties in production, particularly with respect to

development or scaling-out of our manufacturing capabilities. If we encounter such difficulties,

our ability to provide supply of our product candidates for clinical trials or our products for

patients, if approved, could be delayed or stopped, or we may be unable to maintain a

commercially viable cost structure.

Our product candidates are cell therapies, and the process of manufacturing such products is

complex, highly-regulated and subject to multiple risks. The manufacture of our product candidates

involves complex processes, including harvesting T-cells from patients, genetically modifying the

T-cells ex vivo, multiplying the T-cells to obtain the desired dose, and ultimately infusing the

T-cells back into a patient’s body. As a result of the complexities, the cost to manufacture

biologics in general, and our genetically modified cell product candidates in particular, is generally

higher than traditional small molecule chemical compounds, and the manufacturing process is less

reliable and is more difficult to reproduce. Our manufacturing process will be susceptible to

product loss or failure, or product variation that may adversely impact patient outcomes, due to

logistical issues associated with the collection of white blood cells, or starting material, from the

patient, shipping such material to the manufacturing site, shipping the final product back to the

patient, and infusing the patient with the product, manufacturing issues or different product

characteristics resulting from the differences in patient starting materials, variations between

reagent lots, interruptions in the manufacturing process, contamination, equipment or reagent
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failure, improper installation or operation of equipment, vendor or operator error, inconsistency in

cell growth, and variability in product characteristics. Even minor deviations from normal

manufacturing processes could result in reduced production yields, product defects, and other

supply disruptions. If for any reason we lose a patient’s starting material or later-developed

product at any point in the process, the manufacturing process for that patient will need to be

restarted and the resulting delay may adversely affect that patient’s outcome. If microbial, viral, or

other contaminations are discovered in our product candidates or in the manufacturing facilities in

which our product candidates are made, such manufacturing facilities may need to be closed for an

extended period of time to investigate and remedy the contamination.

Although we are working to develop commercially viable manufacturing processes, including

for relma-cel, doing so is a difficult and uncertain task, and there are risks associated with scaling

to the level required for advanced clinical trials or commercialization, including, among others,

cost overruns, potential problems with process scale-out, process reproducibility, stability issues,

lot consistency, timely availability of reagents or raw materials, and the timing of bringing

facilities online or otherwise expanding capacity. We will also need to build out and implement

electronic systems to support scale and reduce human error, which may be difficult to do in a

timely manner. As a result of these challenges, we may experience delays in our clinical

development and/or commercialization plans. We may ultimately be unable to reduce the cost of

goods for our product candidates to levels that will allow for an attractive return on investment if

and when those product candidates are commercialized.

We may also make changes to our manufacturing process at various points during

development, and even after commercialization, for various reasons, such as controlling costs,

achieving scale, decreasing processing time, increasing manufacturing success rate, or other

reasons. Changes to our manufacturing process carry the risk that they will not achieve their

intended objectives, and any of these changes could cause our product candidates to perform

differently and affect the results of our ongoing clinical trials, future clinical trials, or the

performance of the product once commercialized. In some circumstances, changes in the

manufacturing process may require us to perform ex vivo comparability studies and to collect

additional data from patients prior to undertaking more advanced clinical trials. For instance,

changes in our process during the course of clinical development may require us to show the

comparability of the product used in earlier clinical phases or at earlier portions of a trial to the

product used in later clinical phases or later portions of the trial. We may also make further

changes to our manufacturing process before or after commercialization, and such changes may

require us to show the comparability of the resulting product to the product used in the clinical

trials using earlier processes. We may be required to collect additional clinical data from any

modified process prior to obtaining marketing approval for the product candidate produced with

such modified process. If clinical data are not ultimately comparable to those seen in the earlier

trials or earlier in the same trial in terms of safety or efficacy, we may be required to make further
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changes to our process and/or undertake additional clinical testing, either of which could

significantly delay the clinical development or commercialization of the associated product

candidate.

We may never be successful in manufacturing product candidates or reagents in sufficient

quantities or with sufficient quality for clinical or commercial use. We may establish multiple

manufacturing facilities as we expand our commercial footprint to multiple geographies, which

may lead to regulatory delays or prove costly.

The establishment of a cell-therapy manufacturing facility is a complex endeavor requiring

knowledgeable individuals. Expanding our internal manufacturing infrastructure will rely upon

finding personnel with an appropriate background and training to staff and operate the facility.

Should we be unable to find these individuals, we may need to rely on external contractors or train

additional personnel to fill the needed roles. There are a small number of individuals with

experience in cell therapy and the competition for these individuals is high.

Even if we are successful in developing our manufacturing capabilities sufficient for clinical

and commercial supply, our manufacturing capabilities could be affected by cost-overruns,

unexpected delays, equipment failures, labor shortages, operator error, natural disasters,

availability of qualified personnel, difficulties with logistics and shipping, problems regarding

yields or stability of product, contamination or other quality control issues, power failures, and

numerous other factors that could prevent us from realizing the intended benefits of our

manufacturing strategy and have a material adverse effect on our business.

Furthermore, if contaminants are discovered in our supply of our product candidates or in our

manufacturing facilities, or any future potential CMOs, such manufacturing facilities may need to

be closed for an extended period of time to investigate and remedy the contamination. We cannot

assure you that any stability failures or other issues relating to the manufacture of our product

candidates will not occur in the future. Additionally, we and any future CMOs may experience

manufacturing difficulties due to resource constraints or as a result of labor disputes or unstable

political environments. If we or any such CMOs were to encounter any of these difficulties, our

ability to provide our product candidate to patients in clinical trials, or to provide product for

treatment of patients once approved, would be jeopardized.

In addition, the manufacturing process for any products that we may develop is subject to

NMPA or other regulatory authority approval, and we will need to meet, and any future CMOs will

need to meet, all applicable NMPA and other regulatory authority requirements on an ongoing

basis. If we or such CMOs are unable to reliably produce products to specifications acceptable to

the NMPA or other regulatory authorities, we may not obtain or maintain the approvals we need to

commercialize such products. Even if we obtain regulatory approval for any of our product
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candidates, there is no assurance that either we or such CMOs will be able to manufacture the

approved product to specifications acceptable to the NMPA or other regulatory authorities, to

produce it in sufficient quantities to meet the requirements for the potential launch of the product,

or to meet potential future demand. Any of these challenges could delay completion of clinical

trials, require bridging clinical trials or the repetition of one or more clinical trials, increase

clinical trial costs, delay approval of our product candidate, impair commercialization efforts,

increase our cost of goods, and have an adverse effect on our business, financial condition, results

of operations and growth prospects.

Cell-based therapies rely on the availability of reagents, specialized equipment, and other

specialty materials, which may not be available to us on acceptable terms or at all. For some of

these reagents, equipment, and materials, we rely or may rely on sole source vendors or a

limited number of vendors, which could impair our ability to manufacture and supply our

products.

Manufacturing our product candidates requires many reagents, which are substances used in

our manufacturing processes to bring about chemical or biological reactions, and other specialty

materials and equipment, some of which are manufactured or supplied by small companies with

limited resources and experience to support commercial biologics production. We currently depend

on a limited number of vendors for certain materials and equipment used in the manufacture of our

product candidates. Some of these suppliers may not have the capacity to support commercial

products manufactured under cGMP by biopharmaceutical firms or may otherwise be ill-equipped

to support our needs. Reagents and other key materials from these suppliers may have inconsistent

attributes and introduce variability into our manufactured product candidates, which may

contribute to variable patient outcomes and possible adverse events. We also do not have supply

contracts with many of these suppliers and may not be able to obtain supply contracts with them

on acceptable terms or at all. Accordingly, we may experience delays in receiving key materials

and equipment to support clinical or commercial manufacturing.

For some of these reagents, equipment, and materials, we rely and may in the future rely on

sole source vendors or a limited number of vendors. An inability to continue to source product

from any of these suppliers, which could be due to regulatory actions or requirements affecting the

supplier, adverse financial or other strategic developments experienced by a supplier, labor

disputes or shortages, unexpected demands, or quality issues, could adversely affect our ability to

satisfy demand for our product candidates, which could adversely and materially affect our product

sales and operating results or our ability to conduct clinical trials, either of which could

significantly harm our business.
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As we continue to develop and scale our manufacturing process, we expect that we will need

to obtain rights to and supplies of certain materials and equipment to be used as part of that

process. We may not be able to obtain rights to such materials on commercially reasonable terms,

or at all, and if we are unable to alter our process in a commercially viable manner to avoid the

use of such materials or find a suitable substitute, it would have a material adverse effect on our

business. Even if we are able to alter our process so as to use other materials or equipment, such a

change may lead to a delay in our clinical development and/or commercialization plans. If such a

change occurs for product candidate that is already in clinical testing, the change may require us to

perform both ex vivo comparability studies and to collect additional data from patients prior to

undertaking more advanced clinical trials.

Failure to obtain and maintain regulatory approvals for our manufacturing facilities and any

disruption or suspension of manufacturing activities may affect our business and results of

operations.

We generally plan to manufacture our products at our own facilities in the future. Our leased

and owned manufacturing facilities will be required to obtain and maintain regulatory approvals,

including being subject to ongoing, periodic inspection by the NMPA or other comparable

regulatory authorities to ensure compliance with GMP regulations. We cannot guarantee that we

will be able to adequately follow and document our adherence to such GMP regulations or other

regulatory requirements as required by the NMPA. To obtain NMPA approval for our products in

China, we would need to undergo strict pre-approval inspections of our manufacturing facilities.

Remediating deficiencies can be laborious, time consuming and costly. Moreover, the NMPA will

generally re-inspect the facility to determine whether the deficiency was remediated to its

satisfaction, and may note further deficiencies during re-inspection. Failure to obtain and maintain

such regulatory approvals may seriously delay the clinical trials and commercialization of our

product candidates.

We may also encounter problems with achieving adequate or clinical-grade products that meet

NMPA or other comparable regulatory agency standards or specifications, maintaining consistent

and acceptable production costs, experiencing shortages of qualified personnel, raw materials or

key contractors, or experiencing unexpected damage to our facilities or the equipment in them. In

these cases, we may be required to delay or suspend our manufacturing activities. We may be

unable to secure temporary, alternative manufacturers for our products with the terms, quality and

costs acceptable to us, or at all. Such an event could delay our clinical trials and/or the availability

of our products for commercial sale. Moreover, we may spend significant time and costs to remedy

these deficiencies before we can continue production at our manufacturing facilities. We may also

be subject to sanctions for failure to comply with applicable regulations, including fines,

injunctions, penalties, suspension of clinical trials, failure of regulatory authorities to grant
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marketing approval of our product candidates, delay, suspension or withdrawal of approvals,

supply disruptions, seizures or recalls of our product candidates, operating restrictions and

criminal prosecutions, any of which may have an adverse effect on our business.

We may fail to maintain a robust chain of identity associated with our patients.

Because our product candidates are manufactured for each particular patient, we will be

required to maintain a chain of identity with respect to materials as they move from the patient to

the manufacturing facility, through the manufacturing process, and back to the patient. Maintaining

a chain of identity is difficult and complex. Although we try to ensure the robustness of such

chains of identity by using a computerized manufacturing execution system, we cannot assure you

that this system will not malfunction, be manipulated and interrupted by any third-party intrusions,

viruses or hacker attacks, or subject to any information or data theft or other similar activities.

Any such occurrences could cause failure in maintaining a chain of identity, which could result in

adverse patient outcomes, loss of product or regulatory action, including withdrawal of our

products from the market, if licensed. Any failure in the foregoing processes could render a batch

of product unusable, could affect the regulatory approval of such product candidate, could cause us

to incur fines or penalties or could harm our reputation and that of our product candidates.

Risks Relating to Commercialization of Our Product Candidates

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

will not be able to commercialize our product candidates, and our ability to generate revenue

will be materially impaired.

Our NDA seeking approval of relma-cel as a third-line treatment for DLBCL was submitted

and accepted for review by the NMPA in June 2020. To obtain regulatory approvals for the

commercial sale of any product candidate for a target indication, we must demonstrate in

pre-clinical studies and well-controlled clinical trials, and to the satisfaction of the NMPA, that the

product candidate is safe and effective for use for that target indication and that the manufacturing

facilities, processes and controls are adequate. In addition to pre-clinical and clinical data, the

NDA must include significant information regarding the chemistry, manufacturing and controls for

the product candidate. Obtaining approval of an NDA is a lengthy, expensive and uncertain

process, and approval may not be obtained. If we submit an NDA to the NMPA, the NMPA decides

whether to accept or reject the submission for filing. We cannot be certain that any submissions

will be accepted for filing and review by the NMPA.
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We have limited experience in filing for regulatory approval for our product candidates, and

we have not yet demonstrated the ability to receive regulatory approval for our product candidates.

As a result, our ability to successfully obtain regulatory approval for our product candidates may

involve more inherent risk, take longer, and cost more than it would if we were a company with

experience in obtaining regulatory approvals.

The process to develop, obtain regulatory approval for and commercialize product candidates

is long, complex and costly, and approval is never guaranteed. Following any approval for

commercial sale of our product candidates, certain changes to the product, such as changes in

manufacturing processes and additional labeling claims, may be subject to additional review and

approval by the NMPA and comparable regulatory authorities. Also, regulatory approval for any of

our product candidates may be withdrawn. If we are unable to obtain regulatory approval for our

product candidates in one or more jurisdictions, or any approval contains significant limitations,

our target market will be reduced and our ability to realize the full market potential of our product

candidates will be harmed. Furthermore, we may not be able to obtain sufficient funding or

generate sufficient revenue and cash flows to continue the development of any other product

candidate in the future.

The market opportunities for our product candidates may be limited to those patients who are

ineligible for or have failed prior treatments and may be small, and our projections regarding

the size of the addressable market may be incorrect.

The field of cancer treatment has advanced rapidly in recent decades, progressing from

surgery and radiotherapy, to chemotherapy and, more recently, to targeted drugs and

immune-oncology therapies. Medication treatment with chemotherapy, targeted drugs and

immune-oncology therapies can be characterized as first-line, second-line or third-line based on

the timing of the treatment. First-line treatment or therapy simply refers to the initial, or first

treatment recommended for the cancer. First-line treatment is the one that, for most people, is

expected to provide the best results with the fewest number of side effects. In contrast, second-line

treatments are used when the first-line treatment failed to improve a cancer, or if the first-line

worked initially before and then the cancer progressed. Third-line treatment may be adopted if

previous treatments failed. We expect to initially seek approval of our product candidates as a third

line therapy for patients who have failed other approved treatments.

Subsequently, for those products that prove to be sufficiently beneficial, if any, we would

expect to seek approval as a second line therapy and potentially as a first line therapy, but there is

no guarantee that our product candidates, even if approved, would be approved for second line or

first line therapy. In addition, we may have to conduct additional clinical trials prior to gaining

approval for second line or first line therapy.
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Our projections of both the number of people who have the cancers we are targeting, as well

as the subset of people with these cancers in a position to receive third line therapy and who have

the potential to benefit from treatment with our product candidates, are based on our beliefs and

estimates. These estimates have been derived from a variety of sources, such as scientific

literature, surveys of clinics, patient foundations, or market research (including the research

conducted by Frost & Sullivan), and they may prove to be incorrect. Regulatory authorities also

may establish narrower definitions around when a patient is ineligible for other treatments than we

have used in our projections, and that would reduce the size of the patient population eligible for

our product candidates. Further, new studies may change the estimated incidence or prevalence of

these cancers. The number of patients may turn out to be lower than expected. Additionally, the

potentially addressable patient population for our product candidates may be limited or may not be

amenable to treatment with our product candidates. For instance, with relma-cel we expect to

initially target a small patient population that suffers from certain subtypes of NHL. Even if we

obtain significant market share for our product candidates, because the potential target populations

are small, we may never achieve profitability without obtaining regulatory approval for additional

indications, including use as a first or second line therapy.

Our market opportunities may also be limited by competitor treatments that may enter the

market. See the risk factor above “Risks Relating to Our Business — Risks Relating to Discovery,

Pre-Clinical Development and Clinical Development of Our Product Candidates — We operate in a

rapidly changing industry and we face substantial competition, which may result in others

discovering, developing or commercializing competing products before or more successfully than

we do, or developing product candidates or treatments that are safer, more effective, more

effectively marketed or cost less than ours, or receive regulatory approval or reach the market

earlier. As a result, our product candidates may not achieve the sales we anticipate and could be

rendered noncompetitive or obsolete.”

Even if any of our product candidates achieve marketing approval, it may fail to achieve the

degree of market acceptance and access by physicians, patients, third-party payors and others in

the medical community necessary for commercial success.

Even if we obtain approvals from the NMPA or other comparable regulatory agencies and are

able to initiate commercialization of our clinical-stage product candidates or any other product

candidates we develop, the product candidate may not achieve market acceptance among

physicians, patients, hospitals, including pharmacy directors, and third-party payors and,

ultimately, may not be commercially successful. The degree of market acceptance of our product

candidates, if approved for commercial sale, will depend on a number of factors, including:

• the clinical indications for which our product candidates are approved;
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• physicians, hospitals, cancer treatment centers, and patients considering our product

candidates as a safe and effective treatment;

• the effectiveness of the training for physicians, hospitals and cancer treatment centers;

• hospitals and cancer treatment centers establishing and expanding the infrastructure

required for the administration of redirected CAR-T therapies;

• the potential and perceived advantages of our product candidates over alternative

treatments;

• the prevalence and severity of any side effects;

• product labeling or product insert requirements of the NMPA or other comparable

regulatory authorities;

• limitations or warnings contained in the labeling approved by the NMPA or other

comparable regulatory authorities;

• the timing of market introduction of our product candidates as well as competitive

products;

• the affordability of our product candidates and the cost of treatment in relation to

alternative treatments;

• the amount of upfront costs or training required for physicians to administer our product

candidates;

• the availability of coverage, adequate reimbursement, and pricing by third-party payors

and government authorities;

• the willingness of patients to pay out-of-pocket in the absence of comprehensive

coverage and reimbursement by third-party payors and government authorities;

• relative convenience and ease of administration, including as compared to alternative

treatments and competitive therapies; and

• the effectiveness of our sales and marketing efforts and distribution support.
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Our efforts to educate physicians, patients, third-party payors and others in the medical

community on the benefits of our products, if approved, may require significant resources and may

be ineffective or incomplete and may never be successful. Such efforts may require more resources

than are typically required due to the complexity and uniqueness of our product candidates.

Because we expect sales of our product candidates, if approved, to generate substantially all of our

product revenue for the foreseeable future, the failure of our product candidates to find market

acceptance would harm our business and could require us to seek additional financing.

In addition, although we are not utilizing embryonic stem cells or replication competent

vectors, adverse publicity due to the ethical and social controversies surrounding the therapeutic

use of such technologies, and reported side effects from any clinical trials using these technologies

or the failure of such trials to demonstrate that these therapies are safe and effective, may limit

market acceptance of our product candidates. Furthermore, while the genetic modifications we use

in our products and the raw materials we use in making our products have not been associated

with any transformational event in human trials, the potential that our product(s) could produce or

develop autonomous or unregulated growth is possible. If our product candidates are approved but

fail to achieve market acceptance among physicians, patients, hospitals, cancer treatment centers or

others in the medical community, we will not be able to generate significant revenue.

Even if our products achieve market acceptance, we may not be able to maintain that market

acceptance over time if new products or technologies are introduced that are more favorably

received than our products, are more cost effective or render our products obsolete.

We currently have a limited marketing and sales organization and have no experience as a

company in launching and marketing products. If we are unable to establish marketing and

sales capabilities to market and sell our product candidates, we may not be able to generate

product revenue or commercialize future product candidates. We may not be able to effectively

build and manage our sales network.

Although we have begun to assemble a marketing and sales organization, the team is still

limited and we have no commercial product distribution capabilities and have no experience as a

company in marketing products. We intend to develop an in-house marketing organization and

sales force, which will require significant capital expenditures, management resources, and time.

We will have to compete with other pharmaceutical and biotechnology companies to recruit, hire,

train, and retain marketing and sales personnel.

If we are unable to or decide not to establish internal sales, marketing and commercial

distribution capabilities for any or all products we develop, we will likely pursue further

collaborative arrangements regarding the sales and marketing of our products. However, there can

be no assurance that we will be able to establish or maintain such collaborative arrangements, or if
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we are able to do so, that they will have effective sales forces. Any revenue we receive will

depend upon the efforts of such third parties, which may not be successful. We may have little or

no control over the marketing and sales efforts of such third parties, and our revenue from product

sales may be lower than if we had commercialized our product candidates ourselves. We also face

competition in our search for third parties to assist us with the sales and marketing efforts of our

product candidates.

There can be no assurance that we will be able to develop in-house sales and commercial

distribution capabilities or establish or maintain relationships with third-party collaborators to

successfully commercialize any product in China, and as a result, we may not be able to generate

product revenue.

We may not be successful in achieving cost of goods at commercial scale that provide for an

attractive margin.

We believe that our current, robust manufacturing processes are fit for commercial scale and

we anticipate they will enable commercial supply at an economical cost. However, we have not yet

established manufacturing capacity at sufficient commercial scale and may underestimate the cost

and time required to do so, or overestimate cost reductions from economies of scale that can be

realized with our manufacturing processes. We may ultimately be unable to manage the cost of

goods for our product candidates to levels that will allow for a margin in line with our

expectations and return on investment if and when those product candidates are commercialized.

Guidelines, recommendations and studies published by various organizations could disfavor our

product candidates.

Government agencies, professional societies, practice management groups, private health and

science foundations and organizations focused on various diseases may publish guidelines,

recommendations or studies that affect our or our competitors’ product candidates. Any such

guidelines, recommendations or studies that reflect negatively on our product candidates, either

directly or relative to our competitive product candidates, could result in current or potential

decreased use, sales of, and revenues from one or more of our product candidates. Furthermore,

our success depends in part on our and our partners’ ability to educate healthcare providers and

patients about our product candidates, and these education efforts could be rendered ineffective by,

among other things, third-parties’ guidelines, recommendations or studies.
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The increasing use of social media platforms presents new risks and challenges.

Social media are increasingly being used to communicate about the diseases that our products

are designed to treat. Social media practices in the biopharmaceutical industry continue to evolve

and regulations relating to such use are not always clear. This evolution creates uncertainty and

risk of noncompliance with regulations applicable to our business. For example, patients may use

social media channels to comment on the effectiveness of a product or to report an alleged AE.

When such disclosures occur, there is a risk that we fail to monitor and comply with applicable AE

reporting obligations or we may not be able to defend our own or the public’s legitimate interests

in the face of the political and market pressures generated by social media due to restrictions on

what we may say about our product candidates. There is also a risk of inappropriate disclosure of

sensitive information or negative or inaccurate posts or comments about us on any social

networking website. If any of these events occur or we otherwise fail to comply with applicable

regulations, we may incur liability, face overly restrictive regulatory actions or incur other harm to

our business.

Risks Relating to Our Intellectual Property Rights

We depend on intellectual property licensed from third parties, and termination of any of these

licenses or disruption to our business relationship with our licensors could result in monetary

damages or the loss of significant rights, which would harm our business.

We are dependent on patents, know-how, and proprietary technology, both our own and

licensed from others. We are currently party to and may in the future enter into license agreements

with third parties providing us with rights to various third-party intellectual property, including

rights in patents and patent applications. In particular, we have in-licensed significant intellectual

property rights from Juno, Eureka, Lyell, and we have an option to in-license certain rights from

Acepodia. For further details regarding our license agreements, please see the section headed

“Business — Collaboration and License Agreements” in this prospectus. Any termination of these

licenses could result in the loss of significant rights and could adversely affect our ability to

commercialize our product candidates. These license agreements may impose diligence,

development or commercialization timelines and milestone payment, royalty, insurance and other

obligations on us. If we fail to comply with our obligations under any of our current or future

license agreements, our counterparties may have the right to terminate these agreements, in which

event we might not be able to develop, manufacture or market any product or product candidate

that is covered by the licenses provided for under these agreements or we may face claims for

monetary damages or other penalties under these agreements. Such an occurrence could diminish

the value of these products and our business.
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Termination of these agreements or reduction or elimination of our rights under these

agreements may result in our having to negotiate new or reinstated agreements with less favorable

terms, or cause us to lose our rights under these agreements, including our rights to important

intellectual property or technology. Furthermore, under certain of our in-licensing agreements,

including certain of our agreements with Juno and with Lyell, as a sublicensee of certain rights to

intellectual property, including such rights from U.S. academic institutions and research centers,

we may be obligated to comply with applicable requirements, limitations or obligations of our

sublicensors to other third parties. We are also dependent on our licensor to maintain the license.

For further details regarding our license agreements and certain rights to intellectual property that

we have sublicensed from third parties, please see the section headed “Business — Collaboration

and License Agreements” in this prospectus. In addition, as the sublicensee under certain of our

in-licensing agreements, we are reliant on our sublicensors’ continued compliance with the terms

of the license agreements under which our sublicenses have been granted. Any termination of such

license agreements may result in the termination of our sublicense rights, which could cause us to

not be able to develop, manufacture, market, sell or otherwise commercialize the products and

product candidates that are covered by such sublicenses. In addition, such an event may cause us

to experience significant delays in development and commercialization of our product candidates

or incur liability for damages. If any such license is terminated, we may be required to cease our

development and commercialization of certain of our product candidates, and if our competitors or

other third parties obtain such license, they would be able to seek regulatory approval of, and to

market such products and technologies. Some of our licensed patents are co-owned by our licensor

and a third party, or licensors of our sublicensor. Our exclusive license or sublicense under such

co-owned patents are exclusive only under the interest of our licensor as a co-owner, or to the

extent of the exclusive nature of the license granted to our sublicensor. Additionally, we may be

required to out-license part of our improvements in an agreed manner in our licensed territory to a

third party with which our licensor has such obligations.

We may need to obtain additional licenses to advance our research or allow

commercialization of product candidates we may develop. Our current license from Juno with

respect to diagnostic products is for diagnosis of cancer or autoimmune disorders in connection

with the related licensed product. If, in the future, we develop diagnostic products for additional

uses, we may need to obtain additional licenses. For further details, please see the section headed

“Business — Collaboration and License Agreements — License Agreements with Juno” in this

prospectus. In connection with obtaining such licenses, we may agree to amend our existing

licenses in a manner that may be more favorable to the licensors. It is possible that we may be

unable to obtain any additional licenses at a reasonable cost or on reasonable terms, if at all. In

that event, we may be required to expend significant time and resources to redesign our product

candidates or the methods for manufacturing them, or to develop or license replacement
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technology, all of which may not be feasible on a technical or commercial basis. If we are unable

to do so, we may be unable to develop or commercialize the affected product candidates, which

could harm our business, financial condition, results of operations, and prospects significantly.

Disputes may also arise between us and our licensors regarding intellectual property subject

to a license agreement, including those relating to:

• the scope of rights granted under the license agreement and other interpretation-related

issues;

• our or our licensors’ obligation to obtain, maintain and defend intellectual property and

to enforce intellectual property rights against third parties;

• whether and the extent to which our technology, product candidates and processes

infringe, misappropriate or otherwise violate the intellectual property of the licensor that

is not subject to the license agreement;

• our right to sublicense patents and other rights to third parties under collaborative

development relationships;

• whether we are complying with our diligence obligations with respect to the use of the

licensed technology in relation to our development and commercialization of our

product candidates;

• the amount and timing of payments owed under license agreements;

• the priority of invention of patented technology patents; and

• the allocation of ownership of inventions and know-how resulting from the joint

creation or use of intellectual property by our licensors and by us and our partners.

In addition, the agreements under which we license intellectual property or technology from

third parties are, and such future license agreements are likely to be 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 prevent or impair our ability

to maintain our current licensing arrangements on commercially acceptable terms, we may be
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unable to successfully develop and commercialize the affected product candidates. Any of the

foregoing could have a material adverse effect on our business, financial conditions, results of

operations, and prospects.

We depend, in part, on our licensors to file, prosecute, maintain, defend, and enforce patents

and patent applications that are material to our business.

Patents relating to our product candidates are controlled by certain of our licensors. Each of

our licensors generally has rights to file, prosecute, maintain, and defend the patents we have

licensed from such licensor. We generally have the first right to enforce our patent rights, although

our ability to settle such claims often requires the consent of the licensor. If our licensors or any

future licensees having rights to file, prosecute, maintain, and defend our patent rights fail to

conduct these activities for patents or patent applications covering any of our product candidates,

our ability to develop and commercialize those product candidates may be adversely affected and

we may not be able to prevent competitors from making, using, or selling competing products. For

example, Hong Kong patent applications have not been filed for some of our licensed patents for

JWCAR129, JWACE002, and JWACE055. While our licensors may be able to file Hong Kong

patent application based on future Chinese patent applications, we may still be adversely affected

for not filing in Hong Kong earlier. In addition, Chinese patent applications, Taiwan patent

applications or Hong Kong patent applications have not been filed for some of our licensed patents

from Eureka, as a result, we may be adversely affected for having less available licensed patents

from which we can develop future products. We cannot be certain that such activities by our

licensors have been or will be conducted in compliance with applicable laws and regulations or

will result in valid and enforceable patents or other intellectual property rights. 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 of

these patents and, even if we are permitted to pursue such enforcement or defense, we cannot

ensure the cooperation of our licensors. 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. In addition, even when we have the

right to control patent prosecution of licensed patents and patent applications, enforcement of

licensed patents, or defense of claims asserting the invalidity of those patents, we may still be

adversely affected or prejudiced by actions or inactions of our licensors and their counsel that took

place prior to or after our assuming control.
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If we or our licensors are unable to obtain and maintain adequate patent and other intellectual

property protection for our product candidates and other intellectual property, or if the scope of

such intellectual property rights obtained is not sufficiently broad, third parties could develop

and commercialize products and technologies similar or identical to ours and compete directly

against us, and our ability to successfully develop and commercialize any of our product

candidates or technologies may be adversely affected.

Our success depends in large part on our or our licensors’ ability to protect our proprietary

technologies and product candidates from competition by obtaining, maintaining, defending and

enforcing our intellectual property rights, including patent rights. We seek to protect the product

candidates and technology that we consider commercially important by filing patent applications,

relying on trade secrets or pharmaceutical regulatory protection or employing a combination of

these methods. For further details on our in-licensed patent portfolio, please see the sections

headed “Business — Collaboration and License Agreements” and “Business — Intellectual

Property” in this prospectus. If we are unable to obtain and maintain patent and other intellectual

property protection with respect to our product candidates and technologies, our business, financial

condition, results of operations and prospects could be materially harmed.

The scope of patent protection in various jurisdictions is also uncertain. Changes in either the

patent laws or their interpretation in China or other countries may diminish our or our licensors’

ability to protect our inventions, obtain, maintain, defend, and enforce our intellectual property

rights, and, more generally, could affect the value of our intellectual property or narrow the scope

of our patent rights. We cannot predict whether the patent applications we are currently pursuing

and may pursue in the future will issue as patents in any particular jurisdiction or whether the

claims of any future issued patents will provide sufficient protection from competitors or other

third parties.

The patent prosecution process is expensive, time-consuming and complex, and we may not

be able to file, prosecute, maintain, defend, enforce or license all necessary or desirable patents

and patent applications at a reasonable cost or in a timely manner in all desirable territories. As a

result, we may not be able to prevent competitors or other third parties from developing and

commercializing competitive products in all such fields and jurisdictions. Patents may be

invalidated and patent applications 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.

The requirements for patentability differ in certain jurisdictions, particularly developing

countries. For example, China has a heightened requirement for patentability and, specifically,

requires a detailed description of medical uses of a claimed drug. Many jurisdictions have

compulsory licensing laws under which a patent owner may be compelled to grant licenses to third

parties. In addition, many jurisdictions limit the enforceability of patents against government
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agencies or government contractors. In these jurisdictions, the patent owner may have limited

remedies, which could materially diminish the value of such patents. 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 materially impaired and our business, financial condition, results

of operations, and prospects may be adversely affected.

It is also possible that we will fail to identify patentable aspects of our research and

development output in time to obtain patent protection. 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 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 obtain patent protection. In addition, publications of

discoveries in the scientific literature often lag behind the actual discoveries, and patent

applications in China 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 patents or pending patent applications, or that we or

our licensors were the first to file for patent protection of such inventions. Furthermore, China

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, if

a third party can establish that we or our licensors were not the first to file for patent protection of

such inventions, our owned and licensed patent applications may not issue as patents and even if

issued, may be challenged or invalidated or ruled unenforceable, and third parties may be granted

a patent relating to a technology which we invented.

In addition, under the 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 National Intellectual Property Administration, or NIPA, for confidentiality examination.

Otherwise, if an application is later filed in China, the patent right will not be granted. Any of the

foregoing could have a material adverse effect on our competitive position, business, financial

conditions, result of operations and prospects.

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 own or

license currently or in the future issue as patents, they may not issue in a form or with a scope of

claims 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. Any

patents that we hold or license may be challenged, narrowed, circumvented, or invalidated by third

parties. In addition, the patent position of biopharmaceutical and pharmaceutical companies
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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 patent rights may be challenged in the courts or patent offices in China and

other jurisdictions. We may be subject to a third-party pre-issuance submission of prior art to the

patent office in a jurisdiction, or challenging the validity of one or more claims of our owned or

licensed patents. Such submissions may also be made prior to a patent’s issuance, precluding the

granting of a patent based on one of our owned or licensed pending patent applications. We may

become involved in opposition, derivation, invalidation, revocation, re-examination, post-grant

review, inter partes review, or interference proceedings or similar proceedings in foreign

jurisdictions challenging our patent rights or the patent rights of others. In addition, a third party

may claim that our owned or licensed patent rights are invalid or unenforceable in a litigation. The

outcome following legal assertions of invalidity and unenforceability is unpredictable. An adverse

determination in any such submission, proceeding or litigation could reduce the scope of, rule

unenforceable or invalidate, certain of our or our licensors’ patent rights, which could allow third

parties to commercialize our technology or product candidates, and compete directly with us

without payment to us, or result in our inability to manufacture or commercialize product

candidates without infringing, misappropriating or otherwise violating third-party patent rights.

Moreover, we may have to participate in interference proceedings declared by the patent office of

a jurisdiction 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 invention or other features

of patentability of our or our licensors’ patents and patent applications. Such challenges and

proceedings may result in loss of patent rights or freedom to operate, loss of exclusivity or patent

claims being narrowed, invalidated or held unenforceable, any of which could limit our ability to

stop others from using or commercializing similar or identical technology and products, or could

limit the duration of the patent protection of our technology and product 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 or product candidates will be protectable or remain protected by

valid and enforceable patents. Our competitors or other third parties may be able to circumvent our

patents by developing similar or alternative technologies or products in a non-infringing manner.

Furthermore, although various adjustments and extensions may be available, the term of a

patent and the protection it affords is limited. Even if we or our licensors successfully obtain

patent protection for an approved product candidate, it may face competition from generic or

biosimilar medications once the patent has expired. Manufacturers of generic or biosimilar drugs

may challenge the scope, validity or enforceability of our patents in court or before a patent office,

and we may not be successful in enforcing or defending those intellectual property rights and, as a

result, may not be able to develop or market the relevant product exclusively, which would have a
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material adverse effect on any potential sales of that product. Our in-licensed patents for our

product candidates are expected to expire on various dates as described in “Business —

Intellectual Property.” Upon the expiration of these patents, we or our licensors will not be able to

assert such patent rights against potential competitors and our business and results of operations

may be adversely affected.

Given the amount of time required for the development, testing and regulatory review of new

product candidates, patents protecting such product candidates might expire before or shortly after

such product candidates are commercialized. As a result, our or our licensors’ 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 or our licensors’ patents and patent

applications are and may in the future be co-owned by third parties. If we or our licensors 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 technologies.

In addition, we or our licensors may need the cooperation of any such co-owners of our licensors’

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. Additionally, patent

rights we own currently or in the future or may license in the future may be subject to a

reservation of rights by one or more third parties.

Our intellectual property rights (including rights in-licensed from third parties) may be subject

to further priority disputes or inventorship disputes and similar proceedings. If we or our

licensors are unsuccessful in any of these proceedings, we or they may be required to obtain

licenses from third parties, which may not be available on commercially reasonable terms or at

all, or we may be required to cease the development, manufacture and commercialization of one

or more of the product candidates we may develop, which could have a material adverse impact

on our business.

We and our licensors may be subject to claims that former employees, collaborators or other

third parties have an interest in our owned or licensed patents or other intellectual property. For

example, we may have inventorship disputes arise from conflicting obligations of employees,

consultants or others who are involved in developing our product candidates or technologies. For

further details, please see the section headed “Business — Collaboration and License Agreements”

in this prospectus. If we are unsuccessful in any interference proceedings or other priority or

validity disputes (including any patent oppositions) to which we are subject, we may lose valuable

intellectual property rights through the loss of one or more patents or our patent claims may be

narrowed, invalidated, or held unenforceable. In addition, if we are unsuccessful in any

inventorship disputes to which we are subject, we may lose valuable intellectual property rights,

such as exclusive ownership of or right to use intellectual property that is important to our product
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candidates. If we are unsuccessful in any interference proceeding or other priority or inventorship

dispute, we may be required to obtain and maintain licenses from third parties, including parties

involved in any such interference proceedings or other priority or inventorship disputes. Such

licenses may not be available on commercially reasonable terms or at all, or may be non-exclusive.

If we are unable to obtain and maintain such licenses, we may need to cease the development,

manufacture and commercialization of one or more of our product candidates. The loss of

exclusivity or the narrowing of our patent claims could limit our ability to stop others from using

or commercializing similar or identical products. Any of the foregoing could result in a material

adverse effect on our business, financial condition, results of operations or prospects. Even if we

are successful in an interference proceeding or other similar priority or inventorship disputes, it

could result in substantial costs and be a distraction to our management and other employees.

We may be involved in lawsuits to protect or enforce our intellectual property or the intellectual
property of our licensors, which could lead our patent rights or other intellectual property to be
found invalid or unenforceable, be expensive, time-consuming, and unsuccessful.

Competitors or other third parties may challenge the validity and enforceability of our patents
or those of our licensing partners or infringe, misappropriate or otherwise violate our or our
licensors’ other intellectual property rights. To counter infringement, misappropriation or any other
unauthorized use, litigation may be necessary to enforce or defend our or our licensors 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. Litigation and other proceedings in
connection with any of the foregoing claims can be expensive and time-consuming, and, even if
resolved in our favor, may cause us to incur significant expenses and could distract management
and our scientific and technical personnel from their normal responsibilities. We or our licensors
may not prevail in any lawsuits that we initiate, and the damages or other remedies award, if any,
may not be commercially meaningful. In addition, in an infringement proceeding or a declaratory
judgment action, a court may decide that one or more of our or our licensors’ patents are not valid
or unenforceable, or may refuse to stop the other party from using the technology at issue on the
grounds that our patents do not cover the technology in question. Any claims that we assert against
perceived infringers and other violators could also provoke these parties to assert counterclaims
against us alleging that we infringe, misappropriate, or otherwise violate their intellectual property
rights.

Moreover, we or our licensors may not be able to detect infringement against our or our
licensors’ patents. Even if we or our licensors detect infringement by a third party of any of our or
our licensed patents, we or our licensors may choose not to pursue litigation against or settlement
with such third party. If we or our licensors later sue such third party for patent infringement, the
third party may have certain legal defenses available to it, which otherwise would not be available
except for the delay between when the infringement was first detected and when the suit was
brought. Such legal defenses may make it impossible for us or our licensors to enforce our or our
licensed patents against such third party.
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Third parties may also raise similar claims before administrative bodies in China or abroad,
even outside the context of litigation. Such mechanisms include re-examination, invalidation, inter

partes review, post-grant review, and equivalent proceedings in foreign jurisdictions, such as
opposition or derivation proceedings. Such proceedings could result in revocation or amendment to
our or our licensors’ patents in such a way that they no longer cover and protect our product
candidates. The outcome following legal assertions of invalidity and unenforceability is
unpredictable. With respect to the validity of our patents, for example, we cannot be certain that
there is no invalidating prior art of which we, our licensors, our patent counsel, and the patent
examiner were unaware during prosecution. If a defendant or another party were to prevail on a
legal assertion of invalidity or unenforceability, we would lose at least part, and perhaps all, of the
patent protection on our product candidates, leave our technology or product candidates without
patent protection, and allow third parties to commercialize our or our licensors’ technology or
product candidates and compete directly with us, without payment to us. We could be required to
obtain license rights from the prevailing party in order to be able to manufacture or commercialize
our product candidates without infringing third party patent rights. Even if a defendant or another
party does not prevail on a legal assertion of invalidity or unenforceability, our or our licensors’
patent claims may be construed in a manner that would limit our or our licensors’ ability to
enforce such claims against the defendant or another party and others. Moreover, if the breadth or
strength of protection provided by our or our licensors’ patents and patent applications is
threatened, it could dissuade companies from collaborating with us to license, develop or
commercialize our product candidates.

Many of our current and potential competitors have the ability to dedicate substantially
greater resources to enforce or defend their intellectual property rights then we can. Accordingly,
despite our efforts, we may not be able to prevent third parties from infringing upon,
misappropriating, or otherwise violating our intellectual property rights. An adverse result in any
litigation or defense proceeding could put one or more of our patents at risk of being invalidated,
held unenforceable, or interpreted narrowly and could put our patent applications at risk of not
issuing. Defense of these claims, regardless of their merit, would involve substantial litigation
expense and would be a substantial diversion of employee resources from our business.

Ownership disputes may be brought by third parties relating to our patents or patent
applications or those of our licensors. An unfavorable outcome could result in a loss of our current
patent rights and could require us to cease using the related technology or to attempt to license
rights to it from the prevailing party. Our business could be harmed if the prevailing party does not
offer us a license on commercially reasonable terms.

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. In addition, there could be public
announcements of the results of hearings, motions or other interim proceedings or developments. If
securities analysts or investors perceive these results to be negative, it could have a substantial
adverse effect on the price of our Shares.
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If we or our licensors are sued for infringing, misappropriating or otherwise violating
intellectual property rights of third parties or engaging in unfair competition, such litigation
could be costly and time-consuming and could hinder or prevent us from developing or
commercializing our product candidates.

Our commercial success depends in part on our and our licensors’ avoiding infringement,
misappropriation and other violations of the patents and other intellectual property rights of third
parties. We are aware of numerous issued patents and pending patent applications belonging to
third parties that exist in fields in which we are developing our product candidates. There may also
be third-party patents or patent applications of which we are currently unaware, and given the
dynamic area in which we operate, additional patents are likely to issue that relate to aspects of
our business. There is a substantial amount of litigation and other claims and proceedings
involving patent and other intellectual property rights in the biopharmaceutical and pharmaceutical
industries generally. As the biopharmaceutical and pharmaceutical industries expand and more
patents are issued, the risk increases that our product candidates may give rise to claims of
infringement of the patent rights of others.

Third parties may assert that we or our licensors are using technology in violation of their
patent or other intellectual and proprietary rights. We may also be subject to allegations by third
parties of unfair competition, defamation or violation of their other rights. Defense of these claims,
regardless of their merit, could involve substantial litigation expense and divert our technical
personnel, management personnel or both from their normal responsibilities. Even in the absence
of litigation, we may seek to obtain licenses from third parties to avoid the risks of litigation, and
if a license is available, it could impose costly royalty and other fees and expenses on us.

Even if we or our licensors 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, and it could materially and adversely affect our ability to develop and
commercialize any of our product candidates and any other product candidates covered by the
asserted third-party patents. The burden of successfully challenging a third-party claim may be
high and require us to present clear and convincing evidence as to the invalidity of any such claim,
there is no assurance that a court of competent jurisdiction would invalidate any such third-party
claim.

If third parties bring successful claims against us or our licensors for infringement,
misappropriation or other violations of their intellectual property rights, we may be subject to
injunctive or other equitable relief, which could prevent us from developing and commercializing
one or more of our product candidates. Defense of these claims, regardless of their merit, would
involve substantial litigation expense and would be a substantial diversion of employee resources
from our business. In the event of a successful claim against us of infringement, misappropriation
or other violation of intellectual property, or a settlement by us of any such claims, we or our
licensors may have to pay substantial damages which we may not be able to be indemnified
against by our licensing partners. In the event of an adverse result in any such litigation, or even
in the absence of litigation, we may need to obtain licenses from third parties to advance our
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research or allow commercialization of our product candidates. Any such license might not be
available on reasonable terms or at all. Even if we were able to obtain a license, it could be
non-exclusive, thereby giving our competitors and other third parties access to the same
technologies licensed to us, and it could require us to make substantial licensing and royalty
payments. In the event that we are unable to obtain such a license, we would be unable to further
develop and commercialize one or more of our product candidates, which could harm our business
significantly. We or our licensors may also elect to enter into license agreements in order to settle
patent and other intellectual property infringement claims or to resolve disputes prior to litigation,
and any such license agreements may require us to pay royalties and other fees that could
significantly harm our business.

Even if litigation or other proceedings are resolved in our favor, 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 market price of our Shares. Such litigations or proceedings could
substantially increase our operating losses and reduce the resources available for development
activities or any future sales, marketing or distribution activities. Any of the foregoing could have
a material adverse effect on our competitive position, business, financial conditions, results of
operations and prospects.

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

Periodic maintenance fees, renewal fees, annuity fees and various other governmental fees on
patents and patent applications are due to be paid to NIPA, and other patent agencies in other
jurisdictions in several stages over the lifetime of a patent. NIPA and various other patent agencies
require compliance with a number of procedural, documentary, fee payment and other similar
provisions during the patent application process. Although an inadvertent lapse can in many cases
be cured by payment of a late fee or by other means in accordance with the applicable rules, there
are situations in which non-compliance can result in abandonment, loss of priority or lapse of the
patent or patent application, resulting in partial or complete loss of patent rights in the relevant
jurisdiction. Non-compliance events that could result in abandonment or lapse of a patent or patent
application include failure to respond to official actions within prescribed time limits, non-payment
of fees and failure to properly legalize and submit formal documents. In any such event, our
competitors or other third parties might be able to enter the market, which would have a material
adverse effect on our competitive position, business, financial condition, result of operations and
prospects.
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Changes in patent law could extend the expected expiry date of third party patents.

In China, intellectual property laws are constantly evolving, with efforts being made to
improve intellectual property protection in China. For example, a Draft Amendment to the PRC
Patent Law (專利法修正案草案) was released in July 2020 and proposed to introduce patent
extensions to patents of new drugs that launched in the PRC. If adopted, patents owned by third
parties may be extended, which may in turn affect our ability to commercialize our products
without facing infringement risks. The adoption of this draft amendment may enable the patent
owner to submit applications for a patent term extension. The length of any such extension is
uncertain. If we are required to delay commercialization for an extended period of time,
technological advances may develop and new products may be launched, which may in turn render
our products non-competitive. We cannot guarantee that any other changes to PRC intellectual
property laws would not have a negative impact on our intellectual property protection.

We rely substantially on our trade secrets and other confidential information, including
unpatented know-how, and if we are unable to successfully protect such trade secrets,
information and know-how, our business and competitive position would be harmed. We may be
subject to claims that our employees, consultants or advisors have wrongfully used or disclosed
alleged trade secrets of their former employers or claims asserting ownership of what we regard
as our own intellectual property.

In addition to our in-licensed patents and pending patent applications, we rely on trade
secrets and confidential information, including unpatented know-how, technology and other
proprietary information, to maintain our competitive position and to protect our product
candidates. We seek to protect our trade secrets and confidential information, in part, by entering
into non-disclosure and confidentiality agreements with parties that have access to them trade
secrets or confidential information, such as our employees, corporate collaborators, outside
scientific collaborators, sponsored researchers, contract manufacturers, consultants, advisors and
other third parties that have access to them. However, we may not be able to prevent the
unauthorized disclosure or use of our trade secrets and confidential information by the parties to
these agreements. Monitoring unauthorized uses and disclosures is difficult and we do not know
whether the steps we have taken to protect our proprietary technologies will be effective. Any of
the parties with whom we enter into confidentiality agreements may breach or violate the terms of
any such agreements and may disclose our proprietary information, and we may not be able to
obtain adequate remedies for such breach or violation. As a result, we could lose our trade secrets
and third parties could use our trade secrets to compete with our product candidates and
technology. Additionally we cannot guarantee that we have entered into such agreements with each
party that may have or has had access to our trade secrets or proprietary technology and processes.
Enforcing a claim that a party illegally disclosed or misappropriated a trade secret can be difficult,
expensive and time-consuming, and the outcome is unpredictable. If any of our trade secrets were
to be lawfully obtained or independently developed by a competitor or other third party, we would
have no right to prevent them from using that technology or information to compete with us and
our competitive position would be harmed.
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Furthermore, many of our employees, consultants and advisors, including our senior
management, may currently be, or were previously employed at other biopharmaceutical or
pharmaceutical companies, including our competitors or potential competitors. Some of these
employees, consultants and advisors, including each member of our senior management, executed
proprietary rights, non-disclosure and non-competition agreements in connection with such
previous employment. Although we try to ensure that our employees, consultants and advisors do
not use the proprietary information or know-how of others in their work for us, we may be subject
to claims that we or these employees have used or disclosed intellectual property, including trade
secrets or other proprietary information, of any such individual’s current or former employer. We
are not aware of any threatened or pending claims related to these matters or concerning the
agreements with our senior management, but there is no assurance that we will not be subject to
such claims or involved in litigations to defend against such claims in the future. If we fail in
defending any such claims, in addition to paying monetary damages, we may lose valuable
intellectual property rights or be required to obtain licenses to such intellectual property rights,
which may not be available on commercially reasonable terms or at all. An inability to incorporate
such intellectual property rights would harm our business and may prevent us from successfully
commercializing our product candidates. In addition, we may lose personnel as a result of such
claims and any such litigation or the threat thereof may adversely affect our ability to hire
employees or contract with independent contractors. A loss of key personnel or their work product
could hamper or prevent our ability to commercialize our product candidates and technology,
which would have a material adverse effect on our business, results of operations, financial
condition and prospects. Even if we are successful in defending against such claims, litigation
could result in substantial costs and be a distraction to our employees and management.

In addition, while we typically require our employees, consultants 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.
Furthermore, even when we obtain agreements assigning intellectual property to us, the assignment
of intellectual property rights may not be self-executing, or the assignment agreements may be
breached, each of which may result in claims by or against us related to the ownership of such
intellectual property to determine the ownership of what we regard as our intellectual property.
Furthermore, individuals executing agreements with us may have pre-existing or competing
obligations to a third party, such as an academic institution, and thus an agreement with us may be
ineffective in perfecting ownership of inventions developed by that individual. If we fail in
prosecuting or defending any such claims, in addition to paying monetary damages, we may lose
valuable intellectual property rights. Even if we are successful in prosecuting or defending against
any of the foregoing claims, litigation could result in substantial costs and be a distraction to our
management and scientific personnel.

Furthermore, we may in the future be subject to claims by former employees, consultants or
other third parties asserting an ownership right in our owned or licensed patents or patent
applications. An adverse determination in any such submission or proceeding may result in loss of
exclusivity or freedom to operate or in patent claims being narrowed, invalidated or held

RISK FACTORS

– 118 –



unenforceable, in whole or in part, which could limit our ability to stop others from using or
commercializing similar product candidates or technology, without payment to us, or could limit
the duration of the patent protection covering our product candidates and technology. Such
challenges may also result in our inability to develop, manufacture or commercialize our product
candidates without infringing third-party patent rights. In addition, if the breadth or strength of
protection provided by our owned or licensed patents and patent applications is threatened, it could
dissuade companies from collaborating with us to license, develop or commercialize current or
future product candidates. Any of the foregoing could have a material adverse effect on our
competitive position, business, financial conditions, results of operations and prospects.

We may not be successful in obtaining or maintaining necessary rights for our development
pipeline through acquisitions and in-licenses.

Our programs may involve product candidates that may require the use of proprietary rights
held by third parties, and we may need to acquire and maintain licenses or other rights to use these
proprietary rights. However, we may be unable to acquire or in-license any compositions, methods
of use or other intellectual property rights from third parties that we identify. The licensing and
acquisition of third-party intellectual property rights is a competitive area, and a number of more
established companies are also pursuing strategies to license or acquire third-party intellectual
property rights 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
development and commercialization capabilities. In addition, companies that perceive us to be a
competitor may be unwilling to assign or license rights to us. We also may be unable to license or
acquire third-party intellectual property rights on terms that would allow us to make an appropriate
return on our investment or at all. If we are unable to successfully obtain rights to required
third-party intellectual property rights, we may have to abandon development of the relevant
program or product candidate, which could have a material adverse effect on our business,
financial condition, results of operations and prospects for growth.

If we determine that our intellectual property rights (including rights in-licensed from third
parties) or other intangible assets are impaired, our results of operations and financial condition
may be adversely affected.

We have intangible assets in the form of licenses, software and research and development. As
of December 31, 2018, 2019 and the six months ended June 30, 2020, the carrying value of our
intangible assets was approximately RMB80.0 million, RMB156.9 million and RMB835.9 million,
respectively. At the end of each reporting period, the Group reviews the carrying amounts of our
intangible assets with finite useful lives to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable amount of
the relevant asset is estimated in order to determine the extent of the impairment loss (if any).
Intangible assets with indefinite useful lives are tested for impairment at least annually, and
whenever there is an indication that they may be impaired. The value of intangible assets is based
on a number of assumptions made by our management. There are inherent uncertainties in the
estimates, judgments and assumptions used in assessing the carrying value of intangible assets.
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Certain factors, including economic, legal, regulatory, competitive, reputational, contractual, and
other factors, might have a negative impact on the carrying value of our intangible assets. If any of
our assumptions does not materialize, or if the performance of our business is not consistent with
such assumptions, we may be required to have a significant write-off of our intangible assets and
record a significant impairment loss. Any significant impairment of intangible assets could have a
material adverse effect on our business, financial condition and results of operations. For further
details regarding our impairment policy in relation to intangible assets, please see Note 2.6, Note
2.7 and Note 4 in “Appendix I — the Accountants’ Report” to this prospectus.

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 products that are similar to any product candidates we may
develop or utilize similar technology that are not covered by the claims of the patents
that we own or license now or in the future;

• we or any of our current or future licensors and collaborators might not have been the
first to make the inventions covered by the issued patent or pending patent application
that we own or may license in the future;

• we or any of our current or future licensors and collaborators might not have been the
first to file patent applications covering certain of our or their inventions;

• others may independently develop similar or alternative technologies or duplicate any of
our technologies without infringing, misappropriating or otherwise violating our
intellectual property rights;

• it is possible that our pending owned or licensed patent applications will not lead to
issued patents;

• patents that we hold rights to or that may be issued from our pending patent applications
may not provide us with a competitive advantage, or may be held invalid or
unenforceable, including as a result of legal challenges by our competitors or third
parties;

• our competitors or other third parties might conduct research and development activities
in jurisdictions 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;
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• we may obtain patents for certain inventions many years before we obtain marketing
approval for products containing such compounds, and because patents have a limited
life, which may begin to run prior to the commercial sale of the related product, the
commercial value of our patents may be limited;

• 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 for certain trade secrets or know-how, and a third
party may 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.

Even if we are able to obtain patent protection for our product candidates, the life of such
protection, if any, is limited, and third parties could be able to circumvent our patents by
developing similar or alternative products and technologies in a non-infringing manner, or
develop and commercialize products and technologies similar or identical to ours and compete
directly against us after the expiration of our patent rights, if any, and our ability to successfully
commercialize any product or technology would be materially adversely affected.

The life of a patent and the protection it affords is limited. For example, in China, if all
maintenance fees are timely paid, the natural expiration of a patent is generally 20 years from its
filing date. Even if we successfully obtain patent protection for an approved product candidate, it
may face competition from generic or biosimilar medications. Manufacturers of generic or
biosimilar drugs may challenge the scope, validity or enforceability of our patents in court or
before a patent office, and we may not be successful in enforcing or defending those intellectual
property rights and, as a result, may not be able to develop or market the relevant product
exclusively, which would materially adversely affect any potential sales of that product.

Patent terms may not be adequate to protect our competitive position on our product
candidates in the absence of patent linkage, patent term extensions and other exclusivities. Given
the amount of time required for the development, testing and regulatory review of new product
candidates, patents protecting such product candidates might expire before or shortly after such
product candidates are commercialized. As a result, our or our licensors’ patents and patent
applications may not provide us with sufficient rights to exclude others from commercializing
products similar or identical to ours. Even if we believe that we are eligible for certain patent term
extensions, there can be no assurance that the applicable authorities will agree with our assessment
of whether such extensions are available, and such authorities may refuse to grant extensions to
our patents, or may grant more limited extensions than we request. The pending patent
applications, if issued, for our product candidates are expected to expire on various dates as
described in “Business — Intellectual Property.” Upon the expiration of our or our licensors’
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patents that may issue from our pending patent applications, we will not be able to assert such
patent rights against potential competitors, which would materially adversely affect our business,
financial condition, results of operations and prospects.

In China, there is no currently effective law or regulation providing patent term extension
protection. Through a Draft Amendment to the PRC Patent Law (專利法修正案草案) released in
July 2020 proposed to introduce patent extensions to patents of new drugs that launched in the
PRC, the current regime could allow a lower-cost generic drug to emerge onto the market much
more quickly. However, this Draft Amendment has not yet been implemented and the current
regulatory framework for the protection of intellectual property rights and trade secret
requirements is still under development and not currently robust. Any of the foregoing could have
a material adverse effect on our competitive position, business, financial conditions, results of
operations and prospects.

If our trademarks and trade names are not adequately protected, then we may not be able to
build name recognition in our markets of interest and our business may be adversely affected.

We own a number of trademarks in China and Hong Kong. Our registered or unregistered
trademarks and trade names may be challenged, infringed, circumvented or declared generic or
determined to be infringing on other marks. We may not be able to protect our rights to these
trademarks and trade names, which we need to build name recognition among potential partners or
customers in our markets of interest. At times, competitors may adopt trade names or trademarks
similar to ours, thereby impeding our ability to build brand identity and possibly leading to market
confusion. In addition, there could be potential trade name or trademark infringement claims
brought by owners of other registered trademarks or trademarks that incorporate variations of our
registered or unregistered trademarks or trade names. If we are unsuccessful in obtaining
trademark protection for our primary brands, we may be required to change our brand names,
which could materially adversely affect our business. Moreover, as our products mature, our
reliance on our trademarks to differentiate us from our competitors will increase, and as a result, if
we are unable to prevent third parties from adopting, registering or using trademarks and trade
dress that infringe, dilute or otherwise violate our trademark rights, or engaging in conduct that
constitutes unfair competition, defamation or other violation of our rights, our business could be
materially adversely affected. Over the long term, if we are unable to establish name recognition
based on our trademarks and trade names, then we may not be able to compete effectively and our
business may be adversely affected. Our efforts to enforce or protect our proprietary rights related
to trademarks, trade secrets, domain names, copyrights or other intellectual property may be
ineffective and could result in substantial costs and diversion of resources. Any of the foregoing
could have a material adverse effect on our competitive position, business, financial condition,
results of operations, and prospects.
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Risks Relating to Our Reliance on Third Parties

We have entered into collaborations and strategic alliances, including our strategic alliance with
Juno, and may enter into additional arrangements like these in the future. We may not realize
the anticipated benefits of such collaborations or alliances, and any harm to the reputation or
business of Juno or any other third party collaborator may adversely affect our reputation,
business and prospects.

We have entered into a strategic alliance with Juno (for further details, see “Business —
Collaboration and License Agreements” in this prospectus), and in the future we may form or seek
strategic alliances, create joint ventures or collaborations, or enter into licensing arrangements with
third parties that we believe will complement or augment our development and commercialization
efforts with respect to our product candidates and any future product candidates that we may
develop. Any of these relationships may require us to incur non-recurring and other charges,
increase our near and long-term expenditures, issue securities that dilute our existing shareholders,
or disrupt our management and business.

We face significant competition in seeking appropriate strategic partners and the negotiation
process is time-consuming and complex. Moreover, we may not be successful in our efforts to
establish a strategic partnership or other alternative arrangements for our product candidates
because they may be deemed to be at too early a stage of development for collaborative effort, and
third parties may not view our product candidates as having the requisite potential to demonstrate
safety and efficacy or commercial viability. If and when we collaborate with a third party for
development and commercialization of a product candidate, we can expect to relinquish some or
all of the control over the future success of that product candidate to the third party. For example,
we are subject to non-compete provisions with some of our existing licensors or partners and may
enter into similar arrangement in the future with other licensors or partners. This may limit our
ability to compete and take on any new opportunities in the event such activities are limited by
any non-compete provisions. For any product candidates that we may seek to in-license from third
parties, we may face significant competition from other pharmaceutical or biopharmaceutical
companies with greater resources or capabilities than us, and any agreement that we do enter into
may not result in the anticipated benefits.

There are other risks associated with strategic collaboration with third party partners.
Disputes may arise between us and a collaborator that cause the delay or termination of the
research, development or commercialization of our product candidates, or that result in costly
litigation or arbitration that diverts management attention and resources. Our collaborations may
be terminated and, if terminated, may have adverse effect on the development or
commercialization of our product candidates.

As a result, we may not be able to realize the benefit of current or future collaborations,
strategic partnerships or potential license of products if we are unable to successfully integrate
such products with our existing operations and company culture, which could delay our timelines
or otherwise adversely affect our business. We also cannot be certain that, following a strategic
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transaction or license, we will achieve the revenue or specific net income that justifies such
transaction. If we are unable to reach agreements with suitable collaborators on a timely basis, on
acceptable terms, or at all, we may have to curtail the development of a product candidate, reduce
or delay its development program or one or more of our other development programs, delay its
potential commercialization, or reduce the scope of any sales or marketing activities, or increase
our expenditures and undertake development or commercialization activities at our own expense. If
we elect to fund and undertake development or commercialization activities on our own, we may
need to obtain additional expertise and additional capital, which may not be available to us on
acceptable terms or at all. If we fail to enter into collaborations and do not have sufficient funds or
expertise to undertake the necessary development and commercialization activities, there may be
material adverse impact on our business prospects, financial condition and results of operations.

We rely on third parties for certain aspects of the manufacture of our clinical product supplies,
and we intend to rely on third parties for a portion of the manufacturing process of our product
candidates, if approved. Our business could be harmed if those third parties fail to provide us
with sufficient quantities of product or fail to do so at acceptable quality levels or prices.

We currently rely on outside vendors for certain aspects of the manufacturing process for our
product candidates. We have not yet caused our product candidates to be manufactured or
processed on a commercial scale and may not be able to do so for any of our product candidates.
Although our manufacturing and processing approach originates with the approach undertaken by
Juno, we have not yet commenced CAR-T manufacturing at commercial scale, and our process
could prove to be more difficult or expensive than the approaches in use by others. We have made
and will continue to make changes as we work to optimize the manufacturing process, and we
cannot be sure that even minor changes in the process will not result in significantly different
T-cells that may not be as safe and effective as any T-cell therapy deployed by Juno.

Although we have brought our own manufacturing facilities online for clinical manufacturing,
we also intend to continue to use third parties as part of our manufacturing process, including for
the manufacturing of critical reagents and materials, such as viral vectors. Our anticipated reliance
on a limited number of third-party manufacturing partners exposes us to the following risks:

• We may be unable to identify manufacturers on acceptable terms or at all because the
number of potential manufacturers is limited and applicable health authorities must
approve any manufacturers. This approval would require new testing and good
manufacturing practices compliance inspections by health authorities. In addition, a new
manufacturer would have to be educated in, or develop substantially equivalent
processes for, production of the reagents and materials used in the manufacturing of our
products.

• Our manufacturers may have little or no experience with autologous cell products,
which are products made from a patient’s own cells, and therefore may require a
significant amount of support from us in order to implement and maintain the
infrastructure and processes required to manufacture our product candidates.
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• Our third-party manufacturing partners might be unable to timely manufacture reagents
and materials used in the manufacture of our product candidates, or produce the quantity
and quality required to meet our clinical and commercial needs, if any.

• Our contract manufacturers may not perform as agreed, may not devote sufficient
resources to us, or may not remain in the contract manufacturing business for the time
required to supply our clinical trials or to successfully produce, store, and distribute the
materials or reagents used in the manufacture of our product candidates.

• Manufacturers are subject to ongoing periodic unannounced inspection by the NMPA
and other regulatory authorities to ensure strict compliance with cGMPs and other
government regulations and corresponding foreign standards. We do not have control
over third-party manufacturing partners’ compliance with these regulations and
standards.

• We may not own, or may have to share, the intellectual property rights to any
improvements made by our third-party manufacturing partners in the manufacturing
process for our products, or in the manufacture of the custom materials or reagents used
in the manufacture thereof.

• Our third-party manufacturing partners could breach or terminate their agreement with
us.

• Raw materials, reagents, and components used in the manufacturing process, particularly
those for which we have no other source or supplier, may not be available or may not be
suitable or acceptable for use due to material or component defects, or may introduce
variability into our final products.

• Our contract manufacturers and critical reagent suppliers may be subject to inclement
weather, as well as natural or man-made disasters.

We engage third parties to conduct certain of our pre-clinical studies and clinical trials. If these
third parties do not successfully carry out their contractual duties, comply with good clinical
practice and ethical standards of clinical trial conduct set forth by regulatory agencies,
institutional review boards and oversight committees, or meet expected deadlines, we may not be
able to obtain regulatory approval for or commercialize our product candidates, and our
business could be substantially harmed.

We have engaged in the past and plan to continue to work with third-party collaborators, such
as CROs to generate, monitor or manage data for our ongoing pre-clinical and clinical programs.
We engage these parties to execute certain aspects of our pre-clinical studies and clinical trials. We
are responsible for ensuring that each of our studies is conducted in accordance with the applicable
protocol, legal and regulatory requirements and scientific standards, and our reliance on the CROs
does not relieve us of our regulatory responsibilities. We, our CROs for our pre-clinical and
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clinical programs and our clinical investigators are required to comply with GCPs, which are
regulations and guidelines enforced by the NMPA and other comparable regulatory authorities for
all of our products in clinical development. If we or any of our CROs or clinical investigators fail
to comply with applicable GCPs, the clinical data generated in our clinical trials may be deemed
unreliable and the NMPA or comparable regulatory authorities may require us to perform
additional clinical trials before approving our marketing applications. In addition, our
registrational clinical trials must be conducted with product produced under cGMP regulations.
Our failure to comply with these regulations may require us to repeat clinical trials, which would
delay the regulatory approval process.

If any of our relationships with these third-party CROs terminate, we may not be able to
enter into arrangements with alternative CROs or to do so on commercially reasonable terms. In
addition, 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 ongoing clinical and nonclinical programs. If CROs do not successfully carry out
their contractual duties or obligations or meet expected deadlines, if they need to be replaced or if
the quality or accuracy of the clinical data they or our clinical investigators obtain is compromised
due to failure to adhere to our clinical protocols, regulatory requirements or for other reasons, our
clinical trials may be extended, delayed or terminated and we may not be able to obtain regulatory
approval for or successfully commercialize our product candidates. As a result, our results of
operations and the commercial prospects for our product candidates would be harmed, our costs
could increase and our ability to generate revenues could be delayed.

Switching or adding CROs involves additional cost and delays, which can materially
influence our ability to meet our desired clinical development timelines. There can be no assurance
that we will not encounter similar challenges or delays in the future or that these delays or
challenges will not have a material adverse effect on our business, financial condition and
prospects.

Our arrangements with collaborators, including CROs, plays an important role to successfully
bringing products to market and commercializing them. We rely on collaborators in various
respects, including to undertake research and development programs and conduct clinical trials,
manage or assist with the regulatory filings and approval process and to assist with our
commercialization efforts. We do not control our collaborators; therefore, we cannot ensure that
these third parties will adequately and timely perform all of their obligations to us. If they fail to
complete the studies we collaborate with them successfully, or at all, it could delay, adversely
affect or prevent regulatory approval. We cannot guarantee the satisfactory performance of any of
our collaborators and if any of our collaborators breach or terminate their agreements with us, we
may not be able to successfully commercialize the licensed product which could materially and
adversely affect our business, financial condition, cash flows and results of operations.
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Our licensors rely and will continue to rely on outside scientists and their third-party research
institutions for research and development and early clinical testing of our product candidates
for some potentially critical part of our assets. These scientists and institutions may have other
commitments or conflicts of interest, which could limit our access to their expertise and harm
our ability to leverage our pipeline.

Our licensors, including Juno, Eureka, Lyell and Acepodia, and any future partners or
licensors, rely or may rely in the future to a significant extent on third-party research institutions
for research and development and early clinical testing. For example, with respect to the pipeline
of products under development by Juno on which we have a right of first negotiation, Juno has
collaboration agreements with U.S. research institutions and academic centers.

Our licensors and future licensors may also fund research and development under agreements
with third parties. As a result, our licensors may have less control over the research, clinical trial
protocols and patient enrollment than we might with activity directly led by our licensors. For
example, Juno funds research and development with U.S. research institutions and academic
centers.

Our existing agreements with our collaboration partners may be subject to termination by the
counterparty upon the occurrence of certain circumstances as described in more detail under the
section headed “Business — Collaboration and License Agreements” in this prospectus. If any of
our collaboration partners terminate their collaboration agreement, the research and development
of the relevant product candidate would be suspended, and we may be unable to research, develop,
and license future product candidates. We may be required to devote additional resources to the
development of our product candidates or seek a new collaboration partner, and the terms of any
additional collaborations or other arrangements that we establish may not be favorable to us. In
addition, there is a natural transition period when a new third party begins work. In addition,
switching or adding third parties to conduct our clinical trials involves substantial cost and
requires extensive management time and focus. As a result, delays may occur, which can
materially impact our ability to meet our desired clinical development timelines.

RISKS RELATING TO OUR OPERATIONS

We are highly dependent on our key personnel, and if we are not successful in attracting,
motivating, training, and retaining highly qualified personnel, we may not be able to
successfully implement our business strategy.

We are highly dependent on Dr. James Li, our co-founder, Chairman, Director and CEO, and
on the other principal members of our management and scientific teams. Although we have formal
employment agreements with each of our executive officers, these agreements do not prevent our
executives from terminating their employment with us at any time. We do not maintain key-person
insurance for any of our executives or other employees. The loss of the services of any of these
persons could impede the achievement of our research, development and commercialization
objectives.
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To incentivize valuable employees to remain at our Company, in addition to salary and cash
incentives, we have provided share incentives that vest over time. The value to employees of these
equity grants that vest over time may be significantly affected by movements in the market price
of our Shares that are beyond our control, and may at any time be insufficient to counteract more
lucrative offers from other companies. Although we have employment agreements with our key
employees, any of our employees could leave our employment at any time, with or without notice.

Recruiting and retaining qualified scientific, technical, clinical, manufacturing, and sales and
marketing personnel in the future will also be critical to our success. In addition, we rely on
consultants and advisors, including scientific and clinical advisors, to assist us in formulating our
discovery, clinical development and commercialization strategy. The loss of the services of our
executive officers or other key employees and consultants could impede the achievement of our
research, development and commercialization objectives and seriously harm our ability to
successfully implement our business strategy.

Furthermore, replacing executive officers, key employees or consultants may be difficult and
may take an extended period of time because of the limited number of individuals in our industry
with the breadth of skills and experience required to successfully develop, gain regulatory approval
of and commercialize products like those we develop. Competition to hire from this limited pool is
intense, and we may be unable to hire, train, retain or motivate these key personnel or consultants
on acceptable terms given the competition among numerous pharmaceutical and biopharmaceutical
companies for similar personnel. To compete effectively, we may need to offer higher
compensation and other benefits, which could materially and adversely affect our financial
condition and results of operations. In addition, we may not be successful in training our
professionals to keep pace with technological and regulatory standards. Any inability to attract,
motivate, train or retain qualified scientists or other technical personnel may have a material
adverse effect on our business, financial condition, results of operations, cash flows and prospects.

We also experience competition for the hiring of scientific and clinical personnel from
universities and research institutions. Our consultants and advisors may be employed by employers
other than us and may have commitments under consulting or advisory contracts with other entities
that may limit their availability to us. If we are unable to continue to attract and retain high quality
personnel, our ability to pursue our growth strategy will be limited.

We are or may become subject to a variety of privacy and data security laws, policies and
contractual obligations, and our failure or failure of our third-party vendors, collaborators,
contractors or consultants to comply with them could harm our business.

We receive, collect, generate, maintain, transmit and process, and our third-party vendors,
collaborators, contractors and consultants maintain and process on our behalf, sensitive
information, including confidential business and personal information, including health information
in connection with our preclinical and clinical studies and our employees, and are subject to the
relevant local, state, national and international data protection and privacy laws, directives,
regulations and standards that apply to the collection, use, retention, protection, disclosure, transfer
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and other processing of personal data in the various jurisdictions in which we operate and conduct
our clinical trials, as well as contractual obligation. Failure by us, our third-party vendors,
collaborators, contractors and consultants to comply with any of these laws and regulations could
result in enforcement action against us, including fines, imprisonment of company officials and
public censure, claims for damages by affected individuals, damage to our reputation and loss of
goodwill, any of which could have a material adverse effect on our business, financial condition,
results of operations or prospects.

Regulatory authorities in China have implemented and are considering a number of legislative
and regulatory proposals concerning data protection. For example, China’s Cyber Security Law,
which became effective in June 2017, created China’s first national-level data protection for
“network operators,” which may include all network service providers in China. Numerous
regulations, guidelines and other measures are expected to be adopted under the umbrella of the
Cyber Security Law. Drafts of some of these measures have now been published, including the
draft rules on cross-border transfers published by the Cyberspace Administration of China in 2017,
which may, upon enactment, require security review before transferring human health-related data
out of China. In addition, certain industry-specific laws and regulations affect the collection and
transfer of personal data in China. The regulations of the People’s Republic of China on the
Administration of Human Genetic Resources promulgated by the State Council on May 28, 2019
and implemented on July 1, 2019 stipulates that in order to obtain marketing authorization for
relevant drugs and medical devices in China, no approval is required in international clinical trial
cooperation using China’s human genetic resources, or HGR, at clinical institutions without export
of HGR materials. However, the two parties shall file the type, quantity and usage of the HGR to
be used with the administrative department of science and technology under the State Council
before clinical trials. These regulations are important to our business because all transfers of
patient starting material from hospitals to labs must be reported to the relevant administrative
departments under these provisions. While we currently are in full compliance with these
provisions, it is possible that these laws may be interpreted and applied in a manner that is
inconsistent with our practices, potentially resulting in confiscation of HGR samples and
associated data and administrative fines. In addition, the interpretation and application of data
protection laws in China and elsewhere are often uncertain and in flux. Many statutory
requirements include obligations for companies to notify individuals of security breaches involving
certain personal information, which could result from breaches experienced by us or our
third-party service providers. These laws are not consistent, and compliance in the event of a
widespread data breach is difficult and may be costly. We also may be contractually required to
notify customers or other counterparties of a security breach. Any contractual protections we may
have from our third-party service providers, contractors or consultants may not be sufficient to
adequately protect us from any such liabilities and losses, and we may be unable to enforce any
such contractual protections.

Moreover, governments have been frequently amending existing laws and implementing
regulations, requiring attention to changing regulatory requirements. We expect that there will
continue to be new proposed laws and regulations concerning data privacy and security, and we
cannot yet determine the impact such future laws, regulations and standards may have on our
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business. New laws, amendments to or re-interpretations of existing laws, regulations, standards
and other obligations may require us to incur additional costs and restrict our business operations.
Because the interpretation and application of health-related and data protection laws, regulations,
standards and other obligations are still uncertain, and often contradictory and in flux, it is
possible that the scope and requirements of these laws may be interpreted and applied in a manner
that is inconsistent with our practices and our efforts to comply with the evolving data protection
rules may be unsuccessful. If so, this could result in government-imposed fines or orders requiring
that we change our practices, which could adversely affect our business. In addition, these privacy
regulations may differ from country to country, and may vary based on whether testing is
performed in the United States or in the local country and our operations or business practices may
not comply with these regulations in each country.

Compliance with these and any other applicable laws, regulations, standards and obligations
relating to data privacy, security and transfers is a rigorous and time-intensive process and may
cause us to incur substantial operational costs or require us to modify our data processing practices
and processes. If we or our third-party vendors, collaborators, contractors and consultants fail to
comply with any such laws or regulations, we may face proceedings against us by data protection
authorities, governmental entities or others, including class action privacy litigation in certain
jurisdictions, which would subject us to significant awards, fines, penalties, judgments, negative
publicity and reputational damage, and may otherwise materially and adversely affect our business,
financial condition and results of operations. We may not be able to respond quickly or effectively
to regulatory, legislative and other developments, and these changes may in turn impair our ability
to offer our existing or planned product candidates or increase our cost of doing business. In
addition, if our practices are not consistent or viewed as not consistent with legal and regulatory
requirements, including changes in laws, regulations and standards or new interpretations or
applications of existing laws, regulations and standards, we may become subject to audits,
inquiries, whistleblower complaints, adverse media coverage, investigations, loss of export
privileges, severe criminal or civil sanctions and reputational damage. Any of the foregoing could
have a material adverse effect on our competitive position, business, financial conditions, results
of operations and prospects.

Our reputation is key to our business success. Negative publicity and allegations involving us,
our Shareholders, Directors, officers, employees and business partners may adversely affect our
reputation, business and growth prospects.

Any negative publicity concerning us, our affiliates or any entity that shares the “JW
Therapeutics” name, even if untrue, could adversely affect our reputation and business prospects.
We cannot assure you that negative publicity about us or any of our affiliates or any entity that
shares the “JW Therapeutics” name would not damage our brand image or have a material adverse
effect on our business, results of operations and financial condition. In addition, referrals and word
of mouth have significantly contributed to our ability to establishing new partnerships. As a result,
any negative publicity about us or any of our affiliates or any entity that shares the “JW
Therapeutics” name could adversely affect our ability to maintain our existing collaboration
arrangements or attract new partners.
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We recently entered into the Asset Purchase Agreement, and we may in the future engage in
acquisitions or strategic partnerships, which could divert management’s attention, increase our
capital requirements, dilute our Shareholders, be difficult to integrate, cause us to incur debt or
assume contingent liabilities, and subject us to other risks.

In June 2020, we entered into the Asset Purchase Agreement to acquire from Syracuse
Cayman a majority of Syracuse Cayman’s assets and liabilities, including the Eureka License
Agreement, in a transaction valued at US$105 million. Moreover, we may continue to evaluate
various other acquisitions and strategic partnerships, including licensing or acquiring
complementary products, intellectual property rights, technologies, or businesses.

The Asset Purchase Agreement entails, and any future acquisition or strategic partnership may
entail, numerous risks, including:

• increased operating expenses and cash requirements;

• the assumption of additional indebtedness or contingent liabilities, including any
earn-out milestones;

• the issuance of our equity securities;

• assimilation of operations, intellectual property and products of an acquired company,
including difficulties associated with integrating new personnel;

• the diversion of our management’s attention from our existing product programs and
initiatives in pursuing such a strategic merger or acquisition;

• retention of key employees, the loss of key personnel, and uncertainties in our ability to
maintain key business relationships;

• expense or diversion of efforts related to the development of acquired technology under
any diligence obligation required of us with respect to earn out milestones for an
acquisition transaction, where we may not undertake such expense or efforts absent such
diligence obligations;

• risk that the other party or parties to an acquisition transaction may claim that we have
not satisfied any earn out diligence obligation and seek damages or other legal or
equitable relief;

• potential liabilities incurred by our acquisition targets prior to our acquisition arising
from their non-compliance or potential non-compliance with relevant laws, rules and
regulations, trials undertaken by our acquisition targets or other circumstances
associated with action or omission by our acquisition targets such as potential disputes,
administrative penalties, invalidation of trial results, or, in the most severe cases, loss of
licenses which may be imposed by the relevant authorities retrospectively and without
regard to whether the non-compliance has been rectified;
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• risks and uncertainties associated with the other party to such a transaction, including
the prospects of that party and their existing products or product candidates and
regulatory approvals; and

• our inability to generate revenue from acquired technology and/or products sufficient to
meet our objectives in undertaking the acquisition or even to offset the associated
acquisition and maintenance costs.

In addition, if we undertake additional acquisitions, we may issue dilutive securities, assume
or incur debt obligations, incur large one-time expenses and acquire intangible assets that could
result in significant future amortization expense. We also cannot be certain that, following a
strategic transaction or license, we will achieve the revenue or specific net income that justifies
such transaction. Moreover, we may not be able to locate suitable acquisition opportunities and
this inability could impair our ability to grow or obtain access to technology or products that may
be important to the development of our business.

We have significantly increased the size and capabilities of our organization, and we may
experience difficulties in managing our growth.

We had 258 employees as at the Latest Practicable Date. As our development and
commercialization plans and strategies evolve, we must add a significant number of additional
managerial, operational, manufacturing, sales, marketing, financial and other personnel. Our recent
growth and any future growth will impose significant added responsibilities on members of
management, including:

• identifying, recruiting, integrating, maintaining and motivating additional employees;

• managing our internal development efforts effectively, including the clinical and
regulatory authority review process for our product candidates, while complying with
our contractual obligations to contractors and other third parties; and

• improving our operational, financial and management controls, reporting systems, and
procedures.

Our future financial performance and our ability to commercialize our product candidates will
depend, in part, on our ability to effectively manage our recent growth and any future growth, and
our management may also have to divert a disproportionate amount of its attention away from
day-to-day activities in order to devote a substantial amount of time to managing these growth
activities.

If we are not able to effectively manage our growth and further expand our organization by
hiring new employees and expanding our groups of consultants and contractors as needed, we may
not be able to successfully implement the tasks necessary to further develop and commercialize
our product candidates and, accordingly, may not achieve our research, development and
commercialization goals.
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Our milestone payment obligations to Juno or our licensors and obligations under our Asset
Purchase Agreement with Syracuse Cayman may result in dilution to our Shareholders, may be
a drain on our cash resources, or may cause us to incur debt obligations to satisfy the payment
obligations.

Under our license agreements with Juno, we are obligated to make certain milestone
payments. For example, under our license agreement with Juno relating to relma-cel, we are
obligated to make a US$5.0 million milestone payment to Juno upon the completion of the
treatment of 100 patients with relma-cel in any clinical trial or upon regulatory approval of
relma-cel for marketing and sale in China, Hong Kong and Macau, whichever comes first. In
addition, under our license agreement with Juno relating to JWCAR129, we are obligated to issue
to Juno Preferred Shares with an aggregate value of US$10 million in April 2022 at nil
consideration (equivalent to 4,665,530 Shares after Listing), if no product failure has occurred, and
we are required to make additional regulatory and commercial milestone payments of up to US$35
million, including upon first receipt of regulatory approval for JWCAR129 in China, Hong Kong
and Macau. Furthermore, under both license agreements with Juno, we are required to pay to Juno
the sum of all milestone payments owed by Juno to third parties with respect to relma-cel and
JWCAR129 and, in each case, related diagnostic products in China, Hong Kong and Macau
pursuant to in-license agreements existing at the time of development or commercialization as
relevant. For further details on these arrangements, please see the section headed “Business —
Collaboration and License Agreements — License Agreements with Juno” in this prospectus.

In order to satisfy our obligations to make the above payments, if and when they become due,
we may issue equity securities that may cause dilution to our Shareholders, or we may use our
existing cash or incur debt obligations to satisfy such payment obligations in cash, which may
adversely affect our financial position.

If we fail to comply with applicable anti-bribery laws, our reputation may be harmed, and we
could be subject to penalties and significant expenses that have a material adverse effect on our
business, financial condition and results of operations.

We are subject to the anti-bribery laws of various jurisdictions, particularly China, Hong
Kong and the United States. As our business has expanded, the applicability of the applicable
anti-bribery laws to our operations has increased. 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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We may be subject, directly or indirectly, to applicable anti-kickback, false-claim, physician
payment transparency, or fraud and abuse laws, or similar healthcare and security laws and
regulations in China and other jurisdictions, which could expose us to criminal sanctions, civil
penalties, contractual damages, reputational harm, and diminished profits and future earnings.

Healthcare providers, physicians and others play a primary role in the recommendation and
prescription of any products for which we obtain regulatory approval. If we obtain NMPA or other
regulatory authority approval for any of our product candidates and begin commercializing those
products in China, our operations may be subject to various PRC fraud and abuse laws, including,
without limitation, the PRC Anti-Unfair Competition Law, the PRC Criminal Law. These laws may
impact, among other things, our proposed sales, marketing and education programs. In addition,
we may be subject to patient privacy laws and requirements, including, without limitation, the
PRC Tort Liability Law and the Good Clinical Practice for Clinical Trials.

Violations of fraud and abuse laws may be punishable by criminal and/or civil sanctions,
including penalties, fines and/or exclusion or suspension from governmental healthcare programs
and debarment from contracting with the PRC government.

Law enforcement authorities are increasingly focused on enforcing these laws, and it is
possible that some of our practices may be challenged under these laws. Efforts to ensure that our
business arrangements with third parties will comply with applicable healthcare laws and
regulations will involve substantial costs. It is possible that governmental authorities will conclude
that our business practices may not comply with current or future statutes, regulations or case law
involving applicable fraud and abuse or other healthcare laws and regulations. If any such actions
are instituted against us, and we are not successful in defending ourselves or asserting our rights,
those actions could have a significant impact on our business, including the imposition of civil,
criminal and administrative penalties, damages, disgorgement, monetary fines, possible exclusion
from participation in governmental healthcare programs, contractual damages, reputational harm,
diminished profits and future earnings, and curtailment of our operations, any of which could
adversely affect our ability to operate our business and our results of operations.

If any of the physicians or other providers or entities with whom we expect to do business
are found to be not in compliance with applicable laws, they may be subject to criminal, civil or
administrative sanctions, including exclusions from government-funded healthcare programs,
which may also adversely affect our business.

If we fail to comply with environmental, health and safety laws and regulations, or if we, or any
future CMOs, use hazardous and biological materials in a manner that causes injury or violates
applicable law, we could become subject to fines, penalties or damages 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 may involve the use of hazardous and flammable
materials, including chemicals and biological materials, and may produce hazardous waste
products. We may contract with third parties for the disposal of these materials and wastes. We
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cannot eliminate the risk of contamination or injury from these materials. In the event of
contamination or injury resulting from our use of hazardous materials, we could be held liable for
any resulting damages, and any liability could exceed our resources. We also could incur
significant costs associated with civil or criminal fines and penalties.

Although we maintain Work-Related Injury Insurance to cover us for costs and expenses we
may incur due to injuries to our employees resulting from the use of or exposure to hazardous
materials, this insurance may not provide adequate coverage against potential liabilities. We do not
maintain insurance for environmental liability or toxic tort claims that may be asserted against us
in connection with our storage, use or disposal of biological or hazardous materials.

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

Our employees, independent contractors, principal investigators, consultants, commercial
partners and vendors may engage in misconduct or other improper activities, including
noncompliance with regulatory standards and requirements.

Despite our compliance program, which includes internal controls and third party compliance
training, we are exposed to the risk of employee fraud or other misconduct or failure to comply
with applicable regulatory requirements. Misconduct by employees and independent contractors,
such as principal investigators, consultants, commercial partners, and vendors, could include
failures to comply with regulations of the NMPA or other regulatory authorities, to provide
accurate information to such regulators, to comply with manufacturing standards we have
established, to comply with healthcare fraud and abuse laws, to report financial information or data
accurately or to disclose unauthorized activities to us. In particular, sales, marketing and other
business arrangements in the healthcare industry are subject to extensive laws and regulations
intended to prevent fraud, misconduct, kickbacks, self-dealing and other abusive practices. These
laws and regulations may restrict or prohibit a wide range of business activities, including, but not
limited to, research, manufacturing, distribution, pricing, discounting, marketing and promotion,
sales commission, customer incentive programs and other business arrangements. Employee and
independent contractor misconduct could also involve the improper use of individually identifiable
information, including, without limitation, information obtained in the course of clinical trials,
which could result in regulatory sanctions and serious harm to our reputation.

It is not always possible to identify and deter employee and independent contractor
misconduct, and any precautions we take to detect and prevent improper activities may not be
effective in controlling unknown or unmanaged risks or losses or in protecting us from
governmental investigations or other actions or lawsuits stemming from a failure to be in
compliance with such laws. If any such actions are instituted against us, those actions could have a
significant impact on our business, including the imposition of significant civil, criminal and
administrative penalties, damages, monetary fines, disgorgement of profits, imprisonment, possible
exclusion from participation in government healthcare programs, contractual damages, reputational
harm, diminished profits and future earnings, additional reporting or oversight obligations if we
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become subject to a corporate integrity agreement or other agreement to resolve allegations of
noncompliance with the law and curtailment or restructuring of our operations, any of which could
adversely affect our ability to operate.

The COVID-19 pandemic could adversely impact our business, including our clinical trials, and
we face risks related to potential future health epidemics and outbreaks of contagious diseases.

In December 2019, a novel strain of coronavirus, COVID-19, was reported to have surfaced
and has spread globally since then. The outbreak and government measures taken in response have
also had a significant impact, both direct and indirect, on businesses, as worker shortages have
occurred; supply chains have been disrupted; facilities and production have been suspended; and
demand for certain goods and services, such as medical services and supplies, has spiked. As a
result, we may experience disruptions that could severely impact our business and clinical trials,
including:

• delays in the development, conduct or data collection, or analysis of our clinical trials;

• delays or difficulties in enrolling patients in our clinical trials;

• delays or difficulties in clinical site initiation, including difficulties in recruiting clinical
site investigators and clinical site staff;

• diversion of healthcare resources away from the conduct of clinical trials, including the
diversion of hospitals serving as our clinical trial sites and hospital staff supporting the
conduct of our clinical trials;

• interruption of key clinical trial activities, such as clinical trial site monitoring and
follow-up site visits, due to limitations on travel imposed or recommended by State
Council or provincial governments, employers and others;

• limitations in employee resources that would otherwise be focused on the conduct of our
clinical trials, including because of sickness of employees or their families or the desire
of employees to avoid contact with large groups of people;

• delays in receiving approval from regulatory authorities to initiate our planned clinical
trials;

• delays in clinical sites receiving the supplies and materials needed to conduct our
clinical trials;

• interruption in global shipping and supply chain that may affect the transport of clinical
trial materials and products;

• changes in local regulations as part of a response to the COVID-19 coronavirus outbreak
which may require us to change the ways in which our clinical trials are conducted,
which may result in unexpected costs, or to discontinue the clinical trials altogether; and
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• delays in necessary interactions with local regulators, ethics committees and other
important agencies and contractors due to limitations in employee resources or forced
furlough of government employees.

Our business also could be adversely affected by future outbreaks of epidemics. Outbreaks of
contagious diseases and other adverse public health developments in China could severely disrupt
our business operations by damaging our network infrastructure or information technology system
or impacting the productivity of our workforce. The outbreak of any severe epidemic disease, such
as avian flu, H1N1 flu, SARS, COVID-19 or any other coronavirus, may disrupt our production
process, which could negatively affect our financial condition, operational results and future
prospects.

Our internal information technology systems, or those of our third-party vendors, collaborators
or other contractors or consultants, may fail or suffer security breaches, which could result in a
significant disruption of our product development programs, give rise to significant liability,
subject us to costly and protracted litigation, cause significant reputational harm and our ability
to operate our business effectively.

We are increasingly dependent upon information technology systems, infrastructure, and data
to operate our business. In the ordinary course of business, we collect, store, and transmit
confidential information (including but not limited to intellectual property, proprietary business
information, and personal information). It is critical that we do so in a secure manner to maintain
the confidentiality and integrity of such information. We also have outsourced elements of our
operations to third parties, and as a result we manage a number of third-party vendors and other
contractors and consultants who have access to our confidential information.

Our internal information technology systems and those of our current and any future
third-party vendors, collaborators and other contractors or consultants may be vulnerable to a
variety of disruptive elements, including cyber-attacks by malicious third parties (including the
deployment of computer viruses, harmful malware, ransomware, denial-of-service attacks, social
engineering, and other means to affect service reliability and threaten the confidentiality, integrity,
and availability of information), unauthorized access, natural disasters, terrorism, war and
telecommunication and electrical failures. In particular, the risk of a security breach or disruption,
particularly through cyber-attacks or cyber intrusion, including by computer hackers, foreign
governments, and cyber terrorists, has generally increased as the number, intensity, and
sophistication of attempted attacks and intrusions from around the world have increased. We may
not be able to anticipate all types of security threats, and we may not be able to implement
preventive measures effective against all such security threats. The techniques used by cyber
criminals change frequently, may not be recognized until launched, and can originate from a wide
variety of sources, including outside groups such as external service providers, organized crime
affiliates, terrorist organizations, or hostile foreign governments or agencies. While we have not
experienced any significant system failure, accident or security breach to date, if such an event
were to occur and cause interruptions in our operations or a loss of, or damage to, our data or
applications, or those of our third-party vendors and other collaborators, contractors and
consultants, it could result in a disruption of our development programs and our business
operations, whether due to a loss of our trade secrets or other proprietary information, significant
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delays or setbacks in our research, or other similar disruptions. For example, the loss of clinical
trial data from completed or future clinical trials could result in delays in our regulatory approval
efforts and significantly increase our costs to recover or reproduce the data. To the extent that any
disruption or security breach were to result in a loss of, or damage to, our data or applications, or
inappropriate disclosure of confidential or proprietary information, we could incur significant
liability, our competitive position could be harmed, our reputation could be damaged, and the
further development and commercialization of our product candidates could be delayed. In
addition, any such event that leads to unauthorized access, use, or disclosure of personal
information, including personal information regarding our customers or employees, could compel
us to comply with breach notification laws and foreign law equivalents, subject us to mandatory
corrective action, and otherwise subject us to liability under laws and regulations that protect the
privacy and security of personal information. The costs related to significant security breaches or
disruptions could be material and exceed the limits of the cybersecurity insurance we maintain
against such risks. If the information technology systems of our third-party vendors and other
collaborators, contractors and consultants become subject to disruptions or security breaches, we
may be exposed to material liability and have insufficient recourse against such third parties and
we may have to expend significant resources to mitigate the impact of such an event, and to
develop and implement protections to prevent future events of this nature from occurring.

Product liability claims or lawsuits could cause us to incur substantial liabilities, and our
insurance coverage may be inadequate to protect us from all the liabilities we may incur.

We face an inherent risk of product liability as a result of the clinical testing and any future
commercialization of our product candidates inside and outside China. For example, we may be
sued if our product candidates cause or are perceived to cause injury or are found to be otherwise
unsuitable during clinical testing, manufacturing, marketing or sale. Any such product liability
claims may include allegations of defects in manufacturing, defects in design, a failure to warn of
dangers inherent in the product, negligence, strict liability or a breach of warranties. Claims could
also be asserted under applicable consumer protection laws. If we cannot successfully defend
ourselves against or obtain indemnification from our collaborators for product liability claims, we
may incur substantial liabilities or be required to limit commercialization of our product
candidates. Even successful defense would require significant financial and management resources.
Regardless of the merits or eventual outcome, liability claims may result in: decreased demand for
our product candidates; injury to our reputation; withdrawal of clinical trial participants and
inability to continue clinical trials; initiation of investigations by regulators; costs to defend the
related litigation; a diversion of management’s time and our resources; additional costs for
enrollment of trial participants or patients; product recalls, withdrawals, or labeling, marketing or
promotional restrictions; loss of revenue; exhaustion of any available insurance and our capital
resources; the inability to commercialize any approved product candidate; and a decline in the
market price of our Shares.

To cover such liability claims arising from clinical studies, we purchase clinical trial
insurance in the conduct of our clinical trials. However, it is possible that our liabilities could
exceed our insurance coverage or that our insurance will not cover all situations in which a claim
against us could be made. We may not be able to maintain insurance coverage at a reasonable cost
or obtain insurance coverage that will be adequate to satisfy any liability that may arise. If a
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successful product liability claim or series of claims is brought against us for uninsured liabilities
or in excess of insured liabilities, our assets may not be sufficient to cover such claims and our
business operations could be impaired. Should any of these events occur, it could have a material
adverse effect on our business, financial condition and results of operations.

Any future litigation, legal disputes, claims or administrative proceedings against us could be
costly and time-consuming to defend.

We may become subject, from time to time, to legal proceedings and claims that arise in the
ordinary course of business or pursuant to governmental or regulatory enforcement activity. While
we do not believe that the resolution of any lawsuits against us will, individually or in the
aggregate, have a material adverse effect on our business, financial condition and results of
operations, litigation to which we subsequently become a party might result in substantial costs
and divert management’s attention, time and resources. Furthermore, any litigations, legal disputes,
claims or administrative proceedings which are initially not of material importance may escalate
and become important to us due to a variety of factors, such as the facts and circumstances of the
cases, the likelihood of loss, the monetary amount at stake, and the parties involved.

Our insurance might not cover claims brought against us, might not provide sufficient
payments to cover all of the costs to resolve one or more such claims, and might not continue to
be available on terms acceptable to us. In particular, any claim could result in unanticipated
liability to us if the claim is outside the scope of the indemnification arrangement we have with
our collaborators, our collaborators do not abide by the indemnification arrangement as required,
or the liability exceeds the amount of any applicable indemnification limits or available insurance
coverage. A claim brought against us that is uninsured or underinsured could result in
unanticipated costs and could have a material adverse effect on our financial condition, results of
operations or reputation.

Fluctuations in exchange rates could adversely affect our results of operations and materially
reduce the value of your investment.

The value of the RMB against the U.S. dollar, the Hong Kong dollar and other currencies
may fluctuate and is affected by, among other things, changes in China’s political and economic
conditions and China’s foreign exchange policies. Substantially all of our operating costs and most
of our financial assets are denominated in RMB, while a substantial majority of our non-current
liabilities is denominated in U.S. dollars, and proceeds from the Global Offering will be
denominated in Hong Kong dollars. Any significant change in the value of the RMB against the
U.S. dollar may give rise to foreign exchange gains or losses that would impact our results of
operations, and any significant change in value of the RMB against the Hong Kong dollar may
materially and adversely affect the value of, and any dividends payable on, our Shares in Hong
Kong dollars.
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We have limited insurance coverage, and any claims beyond our insurance coverage may result
in our incurring substantial costs and a diversion of resources.

We maintain insurance policies as required under PRC laws and regulations and based on our
assessment of our operational needs and industry practice. In line with industry practice in the
PRC, we have elected not to maintain certain types of insurance, such as business interruption
insurance or product liability insurance. Our insurance coverage may be insufficient to cover any
claim for product liability, damage to our fixed assets or employee injuries. Any liability or
damage to, or caused by, our facilities or our personnel beyond our insurance coverage may result
in our incurring substantial costs and a diversion of resources.

Business disruptions could seriously harm our future revenue and financial condition and
increase our costs and expenses.

Our headquarters and R&D center are located in Shanghai, and we have manufacturing
facilities located in Shanghai and Suzhou as well as clinical operations based in Beijing. Our
operations, and those of our vendors and suppliers, could be subject to earthquakes, power
shortages, telecommunications failures, water shortages, floods, hurricanes, typhoons, fires,
extreme weather conditions, medical epidemics and other natural or man-made disasters or
business interruptions, for which we are predominantly self-insured. The occurrence of any of
these business disruptions could seriously harm our operations and financial condition and increase
our costs and expenses. We currently rely on third-party suppliers to produce and process our
product candidates on a patient-by-patient basis. Our ability to obtain clinical supplies of our
product candidates could be disrupted if the operations of these suppliers are affected by a
man-made or natural disaster or other business interruption.

We may not be able to renew our current leases or locate desirable alternatives for our offices
and laboratories.

We lease properties for our offices and laboratories. We may not be able to extend or renew
such leases on commercially reasonable terms, or if at all, as we will have to compete with other
businesses for premises at desired locations. Rental payments may significantly increase as a result
of high demand for the leased properties. Moreover, we may not be able to extend or renew such
leases upon expiration of the current term and may therefore be forced to relocate the affected
operations. This could disrupt our operations and result in significant relocation expenses. We may
not be able to locate desirable alternative sites for our offices and laboratories. The occurrence of
such events could materially and adversely affect our business, financial condition, results of
operations and prospects.
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RISKS RELATING TO OUR DOING BUSINESS IN CHINA

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

We have extensive operations in China. The biopharmaceutical industry in China is subject to
comprehensive government regulation and supervision, encompassing the approval, registration,
manufacturing, packaging, licensing and marketing of new products. In recent years, the regulatory
framework in China regarding the biopharmaceutical industry has undergone significant changes,
and we expect that it will continue to undergo significant changes. Any such changes or
amendments may result in increased compliance costs on our business or cause delays in or
prevent the successful development or commercialization of our product candidates in China and
reduce the benefits we believe are available to us from developing and manufacturing products in
China. For further details, please see “— Risks Relating to Extensive Government Regulation” in
this section.

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

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

There are uncertainties regarding the interpretation and enforcement of PRC laws, rules and
regulations.

An extensive portion of our operations are conducted in China through our PRC subsidiaries,
and are governed by PRC laws, rules and regulations. Our PRC subsidiaries are subject to laws,
rules and regulations applicable to foreign investment in China. The PRC legal system is a civil
law system based on written statutes. Unlike the common law system, prior court decisions may be
cited for reference but have limited precedential value.

RISK FACTORS

– 141 –



In 1979, the PRC government began to promulgate a comprehensive system of laws, rules
and regulations governing economic matters in general. The overall effect of legislation over the
past four decades has significantly enhanced the protections afforded to various forms of foreign
investment in China. However, China has not developed a fully integrated legal system, and
recently enacted laws, rules and regulations may not sufficiently cover all aspects of economic
activities in China or may be subject to significant degrees of interpretation by PRC regulatory
agencies. In particular, because these laws, rules and regulations are relatively new and often give
the relevant regulator significant discretion in how to enforce them, and because of the limited
number of published decisions and the nonbinding nature of such decisions, the interpretation and
enforcement of these laws, rules and regulations involve uncertainties and can be inconsistent and
unpredictable. In addition, the PRC legal system is based in part on government policies and
internal rules, some of which are not published on a timely basis or at all, and which may have a
retroactive effect. As a result, we may not be aware of our violation of these policies and rules
until after the occurrence of the violation.

Additionally, the NMPA’s recent reform of the drug-approval system may face
implementation challenges. The timing and full impact of such reforms is uncertain and could
prevent us from commercializing our product candidates in a timely manner.

In addition, any administrative and court proceedings in China may be protracted, resulting in
substantial costs and diversion of resources and management attention. Since PRC administrative
and court authorities have certain discretion in interpreting and implementing statutory and
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 we would in more developed legal
systems. These uncertainties may impede our ability to enforce the contracts we have entered into
and could materially and adversely affect our business, financial condition and results of
operations.

We may be restricted from transferring our scientific data abroad.

On March 17, 2018, the General Office of the PRC State Council promulgated the Measures
for the Management of Scientific Data, or the Scientific Data Measures, which provide a broad
definition of scientific data and relevant rules for the management of scientific data. According to
the Scientific Data Measures, enterprises in China must seek governmental approval before any
scientific data involving a state secret may be transferred abroad or to foreign parties. Further, any
researcher conducting research funded, at least in part, by the PRC government is required to
submit relevant scientific data for management by the entity to which such researcher is affiliated
before such data may be published in any foreign academic journal. Currently, as the term “state
secret” is not clearly defined, there is no assurance that we can always obtain relevant approvals
for sending scientific data (such as the results of our pre-clinical studies or clinical trials
conducted within China) abroad, or to our foreign partners in China.

If we are unable to obtain the necessary approvals in a timely manner, or at all, our research
and development of product candidates may be hindered, which may materially and adversely
affect our business, results of operations, financial conditions and prospects. If relevant

RISK FACTORS

– 142 –



government authorities consider the transmission of our scientific data to be in violation of the
requirements under the Scientific Data Measures, we may be subject to specific administrative
penalties imposed by those government authorities.

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

We are a holding company incorporated in the Cayman Islands, and we may rely on
dividends and other distributions on equity paid by our PRC subsidiaries for our cash and
financing requirements, including the funds necessary to pay dividends and other cash distributions
to our shareholders or to service any debt we may incur. If any of our PRC subsidiaries incurs debt
on its own behalf in the future, the instruments governing the debt may restrict its ability to pay
dividends or make other distributions to us. Under PRC laws and regulations, our PRC subsidiaries
may pay dividends only out of their respective accumulated profits as determined in accordance
with PRC accounting standards and regulations. In addition, foreign-invested enterprise 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, a
foreign-invested enterprise may allocate a portion of its after-tax profits based on PRC accounting
standards to an enterprise expansion fund, or a staff welfare and bonus fund. A PRC company is
not permitted to distribute any profits until any losses from prior fiscal years have been offset. In
addition, registered share capital and capital reserve accounts are also restricted from withdrawal
in China, up to the amount of net assets held in each operating subsidiary.

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

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

The Enterprise Income Tax Law and its implementation rules provide that China-sourced
income of foreign enterprises, such as dividends paid by a PRC subsidiary to its equity holders
that are non-PRC resident enterprises, will normally be subject to PRC withholding tax at a rate of
10%, unless any such foreign investor’s jurisdiction of incorporation has a tax treaty with China
that provides for a different withholding arrangement.
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Pursuant to the Arrangement Between Mainland China and Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and Prevention of Fiscal Evasion
with Respect to Taxes on Income, or the “Hong Kong Tax Treaty” (內地和香港特別行政區關於對
所得避免雙重徵稅和防止偷漏稅的安排), the withholding tax rate on dividends paid by our PRC
subsidiary to our Hong Kong subsidiary would generally be reduced to 5%, provided that our
Hong Kong subsidiary is a Hong Kong tax resident as well as the beneficial owner of the
PRC-sourced income, and our Hong Kong subsidiary directly holds 25% or more interests in our
PRC subsidiary throughout the 12 months prior to receiving the dividends. On February 3, 2018,
the State Administration of Taxation issued the Announcement on Certain Issues Concerning the
Beneficial Owners in a Tax Agreement (關於稅收協定中“受益所有人”有關問題的公告), also
known as Circular 9, which provides guidance for determining whether a resident of a contracting
state is the “beneficial owner” of an item of income under China’s tax treaties and similar
arrangements. According to Circular 9, a beneficial owner generally must be engaged in
substantive business activities and an agent will not be regarded as a beneficial owner. There is no
assurance that the reduced withholding tax rate will be available.

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

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

We are subject to PRC tax laws and regulations.

We are subject to periodic examinations on fulfillment of our tax obligation under the PRC
tax laws and regulations by PRC tax authorities. Although we believe that in the past we had acted
in compliance with the requirements under the relevant PRC tax laws and regulations in all
material aspects and had established effective internal control measures in relation to accounting
regularities, we cannot assure you that future examinations by PRC tax authorities would not result
in fines, other penalties or actions that could adversely affect our business, financial condition and
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results of operations, as well as our reputation. Furthermore, the PRC government from time to
time adjusts or changes its tax laws and regulations. Such adjustments or changes, together with
any uncertainty resulting therefrom, could have an adverse effect on our business, financial
condition and results of operations.

Our business benefits from certain financial incentives and preferential policies granted by local
governments. Expiration of, or changes to, these incentives or policies would have an adverse
effect on our results of operations.

In the past, local governments in China granted certain financial incentives from time to time
to our PRC subsidiaries as part of their efforts to encourage the development of local businesses.
The timing, amount and criteria of government financial incentives are determined within the sole
discretion of the local government authorities and cannot be predicted with certainty before we
actually receive any financial incentive. We generally do not have the ability to influence local
governments in making these decisions. Governments authorities may decide to reduce or
eliminate incentives or may amend or terminate the relevant financial incentive policies at any
time. In addition, some of the government financial incentives are granted on a project basis and
subject to the satisfaction of certain conditions, including compliance with the applicable financial
incentive agreements and completion of the specific projects therein. We cannot guarantee that we
will satisfy all relevant conditions, and if we fail to satisfy any such conditions, we may be
deprived of the relevant incentives. We cannot assure you of the continued availability of the
government incentives currently enjoyed by us. Any reduction or elimination of incentives would
have an adverse effect on our results of operations. In addition, according to relevant PRC tax
laws and regulations, enterprises in the PRC are entitled to tax preferences when certain
requirements and qualifications are satisfied.

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

All of our operating subsidiaries are incorporated in China. Some of our management reside
in China from time to time. Almost all of our assets are located in China. Therefore, it may not be
possible for investors to effect service of process upon us or our management inside China. China
has not entered into treaties or arrangements providing for the recognition and enforcement of
judgments made by courts of most other jurisdictions. On July 14, 2006, Hong Kong and China
entered into the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil
and Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region Pursuant to Choice of Court Agreements Between Parties Concerned
(關於內地與香港特別行政區法院相互認可和執行當事人協議管轄的民商事案件判決的安排) (the
“Arrangement”), pursuant to which a party with an enforceable 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 an enforceable 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.
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A choice of court agreement in writing is defined as any agreement in writing entered into between
parties after the effective date of the Arrangement in which a Hong Kong court or a Chinese court
is expressly designated as the court having sole jurisdiction for the dispute.

On January 18, 2019, the Supreme People’s Court and the government of the Hong Kong
Special Administrative Region 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 (關於內地與香港特別行政區法院相互認可和執行
民商事案件判決的安排) (the “New Arrangement”), which seeks to establish a mechanism with
further clarification on and certainty for recognition and enforcement of judgments in a wider
range of civil and commercial matters between Hong Kong Special Administrative Region and
Mainland China. The New Arrangement discontinued the requirements 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 Special Administrative Region.
The New Arrangement will, upon its effectiveness, supersede the Arrangement. However, 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. As a result, it may be difficult or impossible for investors to
effect service of process against our assets or management in China in order to seek recognition
and enforcement of foreign judgments in China.

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

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

The SAFE has promulgated several regulations requiring PRC residents to register with local
qualified banks before engaging in direct or indirect offshore investment activities, including
Circular of the State Administration of Foreign Exchange on the Administration of Foreign
Exchange Involved in Overseas Investment, Financing and Roundtrip Investment through Special
Purpose Vehicles Conducted by domestic Residents in China via Special-Purpose Companies (關於
境內居民通過特殊目的公司境外投融資及返程投資外匯管理有關問題的通知), or SAFE Circular
37, issued and effective on July 4, 2014. SAFE Circular 37 requires PRC residents to register with
local branches of the SAFE in connection with their direct establishment or indirect control of an
offshore entity, for the purpose of overseas investment and financing, with assets or equity
interests of onshore companies or offshore assets or interests held by the PRC residents, referred to
in SAFE Circular 37 as a “special purpose vehicle.” SAFE Circular 37 further requires amendment
to the registration in the event of any significant changes with respect to the special purpose
vehicle. If a shareholder who is a PRC citizen or resident does not complete the registration with
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the local SAFE branches, the PRC subsidiaries of the special purpose vehicle may be prohibited
from distributing their profits and proceeds from any reduction in capital, share transfer or
liquidation to the special purpose vehicle, and the special purpose vehicle may be restricted to
contribute additional capital to its PRC subsidiaries. Moreover, failure to comply with the various
SAFE registration requirements described above may result in liabilities for the PRC subsidiaries
of the special purpose vehicle under PRC laws for evasion of applicable foreign exchange
restrictions, including (1) the requirement by the SAFE to return the foreign exchange remitted
overseas within a period of time specified by the SAFE, with a fine of up to 30% of the total
amount of foreign exchange remitted overseas and deemed to have been evasive, and (2) in
circumstances involving serious violations, a fine of no less than 30% of and up to the total
amount of remitted foreign exchange deemed evasive.

According to the Notice of the State Administration of Foreign Exchange on Issuing the
Provisions on the Foreign Exchange Administration of the Overseas Direct Investments (國家外匯
管理局關於發佈境內機構境外直接投資外匯管理規定的通知) (SAFE Circular 30) and other
regulations, if our shareholders who are PRC entities do not complete their registration with the
competent SAFE, NDRC or MOFCOM branches, our PRC subsidiaries may be prohibited from
distributing their profits and proceeds from any reduction in capital, share transfer or liquidation to
us, and we may be restricted in our ability to contribute additional capital to our PRC subsidiaries.
In addition, our shareholders may be required to suspend or stop the investment and complete the
registration within a specified time, and may be warned or prosecuted for relevant liability.
Moreover, failure to comply with the SAFE registration described above could result in liability
under PRC laws for evasion of applicable foreign exchange restriction.

On February 13, 2015, SAFE promulgated the Notice on Further Simplifying and Improving
Policies for the Foreign Exchange Administration of Direct Investment (國家外匯管理局關於進一
步簡化和改進直接投資外匯管理政策的通知), or SAFE Circular 13, which came into effect on
June 1, 2015, pursuant to which local banks shall review and handle foreign exchange registration
for overseas direct investment, including the initial foreign exchange registration and amendment
registration under SAFE Circular 37 and SAFE Circular 30, while the application for remedial
registrations shall still be submitted to, reviewed and handled by the relevant local branches of
SAFE.

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

Failure to comply with PRC regulations regarding the registration requirements for employee
stock ownership plans or share option plans may subject the PRC plan participants or us to
fines and other legal or administrative sanctions.

Under the applicable regulations and SAFE rules, PRC citizens who participate in an
employee stock ownership plan or a stock option plan in an overseas publicly listed company are
required to register with SAFE and complete certain other procedures. In February 2012, SAFE
promulgated the Notices on Issues concerning the Foreign Exchange Administration for Domestic
Individuals Participating in Stock Incentive Plans of Overseas Publicly Listed Companies, or the
Stock Option Rules, which replaced the Application Procedures of Foreign Exchange
Administration for Domestic Individuals Participating in Employee Stock Ownership Plan or Stock
Option Plans of Overseas Publicly Listed Companies issued by SAFE in March 2007. Pursuant to
the Stock Option Rules, if a PRC resident or a non-PRC citizen residing in China for a continuous
period of not less than one year participates in any stock incentive plan of an overseas publicly
listed company, a qualified PRC domestic agent must, among other things, file on behalf of such
participant an application with SAFE to conduct the SAFE registration with respect to such stock
incentive plan and obtain approval for an annual allowance with respect to the purchase of foreign
exchange in connection with the exercise or sale of stock options or stock such participant holds.
Such participating PRC residents’ foreign exchange income received from the sale of stock and
dividends distributed by the overseas publicly listed company must be fully remitted into a PRC
collective foreign currency account opened and managed by the PRC agent before distribution to
such participants. We and our PRC resident employees who have been granted stock options or
other share-based incentives of ours will be subject to the Stock Option Rules when our company
becomes an overseas listed company upon the completion of this offering. If we or our PRC
resident participants fail to comply with these regulations, we and/or our PRC resident participants
may be subject to fines and legal sanctions.

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

On February 3, 2015, the PRC State Administration of Taxation, or the SAT, issued the Public
Announcement on Several Issues Concerning Enterprise Income Tax for Indirect Transfer of Assets
by Non-Resident Enterprises (關於非居民企業間接轉讓財產企業所得稅若干問題的公告), or
Circular 7, which supersedes certain provisions in the Notice on Strengthening the Administration
of Enterprise Income Tax on non-Resident Enterprises (關於加強非居民企業股權轉讓企業所得稅
管理的通知), or Circular 698, which was previously issued by the State Administration of Taxation
on December 10, 2009, as well as certain other rules providing clarification on Circular 698.
Circular 7 provides comprehensive guidelines relating to, and heightened the PRC tax authorities’
scrutiny over, indirect transfers by a non-resident enterprise of assets (including equity interests)
of a PRC resident enterprise, or PRC Taxable Assets.
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For example, Circular 7 specifies that when a non-resident enterprise transfers PRC Taxable
Assets indirectly by disposing of equity interests in an overseas holding company which directly or
indirectly holds such PRC Taxable Assets, the PRC tax authorities are entitled to reclassify the
nature of an indirect transfer of PRC Taxable Assets by disregarding the existence of such overseas
holding company and considering the transaction to be a direct transfer of PRC Taxable Assets, if
such transfer is deemed to have been conducted for the purposes of avoiding PRC enterprise
income taxes and without any other reasonable commercial purpose.

Except as provided in Circular 7, transfers of PRC Taxable Assets under the following
circumstances shall be automatically deemed as having no reasonable commercial purpose, and are
subject to PRC enterprise income tax: (i) more than 75% of the value of the equity interest of the
overseas enterprise is directly or indirectly attributable to the PRC Taxable Assets; (ii) more than
90% of the total assets (cash excluded) of the overseas enterprise are directly or indirectly
composed of investment in China at any time during the year prior to the indirect transfer of PRC
Taxable Assets, or more than 90% of the income of the overseas enterprise is directly or indirectly
from China during the year prior to the indirect transfer of PRC Taxable Assets; (iii) the overseas
enterprise and its subsidiaries directly or indirectly hold PRC Taxable Assets and have registered
with the relevant authorities in the host countries (regions) in order to meet the local legal
requirements in relation to organization forms, yet prove to be inadequate in their ability to
perform their intended functions and withstand risks as their alleged organization forms suggest; or
(iv) the income tax from the indirect transfer of PRC Taxable Assets payable abroad is lower than
the income tax in China that may be imposed on the direct transfer of such PRC Taxable Assets.

Circular 7 contains certain exemptions, including (i) the Public Market Safe Harbor described
below; and (ii) where there is an indirect transfer of PRC Taxable Assets, but if the non-resident
enterprise had directly held and disposed of such PRC Taxable Assets, the income from the
transfer would have been exempted from enterprise income tax in the PRC under an applicable tax
treaty or arrangement. However, it remains unclear whether any exemptions under Circular 7 will
be applicable to the transfer of our Shares that do not qualify for the Public Market Safe Harbor or
to any future acquisition by us outside of the PRC involving PRC Taxable Assets, or whether the
PRC tax authorities will, at their discretion, reclassify such transactions by applying Circular 7.
Therefore, the PRC tax authorities may deem any transfer of our Shares that do not qualify for the
Public Market Safe Harbor by our Shareholders that are non-resident enterprises, or any future
acquisition by us outside of the PRC involving PRC Taxable Assets, to be subject to the foregoing
regulations, which may subject our Shareholders or us to additional PRC tax reporting obligations
or tax liabilities.

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

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

Under China’s Enterprise Income Tax Law, or the “EIT Law,” an enterprise established
outside of China with “de facto management bodies” within China is considered a “resident
enterprise,” meaning that it can be treated in a manner similar to a Chinese enterprise for PRC
enterprise income tax purposes. A tax circular issued by the SAT on April 22, 2009, or Circular 82,
regarding the standards used to classify resident enterprises clarified that dividends and other
distributions paid by such resident enterprises which are considered to be PRC source income will
be subject to PRC withholding tax, currently at a rate of 10%, when received or recognized by
non-PRC resident enterprise shareholders. This circular also subjects such resident enterprises to
various reporting requirements with the PRC tax authorities. The implementing rules of the EIT
Law define “de facto management bodies” as “management bodies that exercise substantial and
overall management and control over the production and operations, personnel, accounting and
properties” of the enterprise. In addition, Circular 82 specifies that certain China-invested
enterprises controlled by Chinese enterprises or Chinese group enterprises will be classified as
resident enterprises if the following are located or resident in China: (i) senior management
personnel and departments that are responsible for daily production, operation and management;
(ii) financial and personnel decision-making bodies; (iii) key properties, accounting books,
company seal and minutes of board meetings and shareholders’ meetings; and (iv) half or more
than half of senior management or directors having voting rights. On July 27, 2011, the SAT issued
Administrative Measures of Enterprise Income Tax of Chinese-Controlled Offshore Incorporated
Resident Enterprises (Trial), or Bulletin 45, which became effective on September 1, 2011, to
provide further guidance on the implementation of Circular 82. Bulletin 45 clarifies certain issues
related to determining PRC resident enterprise status, including which competent tax authorities
are responsible for determining offshore incorporated PRC resident enterprise status, as well as
post-determination administration.

Currently, most of the members of our management team as well as the management team of
some of our offshore holding companies are located in China. However, Circular 82 and Bulletin
45 only apply to offshore enterprises controlled by PRC enterprises or PRC enterprise groups, not
those controlled by PRC individuals or foreign corporations like us. In the absence of detailed
implementing regulations or other guidance determining that offshore companies controlled by
PRC individuals or foreign corporations like us are PRC resident enterprises, we do not currently
consider our Company or any of our overseas subsidiaries to be a PRC resident enterprise.

Despite the foregoing, the SAT may take the view that the determining criteria set forth in
Circular 82 and Bulletin 45 reflect the general position on how the “de facto management body”
test should be applied in determining the tax resident status of all offshore enterprises. Additional
implementing regulations or guidance may be issued determining that our Cayman Islands holding
company is a “resident enterprise” for PRC enterprise income tax purposes. If the PRC tax
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authorities determine that our Cayman Islands holding company or any of our non-PRC
subsidiaries is a resident enterprise for PRC enterprise income tax purposes, a number of
unfavorable PRC tax consequences could follow. First, we and our non-PRC subsidiaries may be
subject to enterprise income tax at a rate of 25% on our worldwide taxable income, as well as to
PRC enterprise income tax reporting obligations. Second, although under the EIT Law and its
implementing rules and Bulletin 45 dividends paid by a PRC tax resident enterprise to an offshore
incorporated PRC tax resident enterprise controlled by a PRC enterprise or enterprise group would
qualify as tax-exempted income, we cannot assure that dividends paid by our PRC subsidiaries to
us will not be subject to a 10% withholding tax, as the PRC foreign-exchange control authorities
and tax authorities have not yet issued guidance with respect to the processing of outbound
remittances to entities that are treated as resident enterprises for PRC enterprise income tax
purposes but not controlled by a PRC enterprise or enterprise group like us. Finally, under the EIT
Law and its implementing rules issued by PRC tax authorities dividends paid by us to our
non-PRC shareholders may be subject to a withholding tax of 10% for non-PRC enterprise
shareholders and 20% for non-PRC individual shareholders, and gains recognized by our non-PRC
shareholders may be subject to PRC tax of 10% for non-PRC enterprise shareholders and 20% for
non-PRC individual shareholders. Any PRC tax liability on dividends or gain described above may
be reduced under applicable tax treaties. However, it is unclear whether, if our Cayman Islands
holding company is considered a PRC resident enterprise, non-PRC shareholders might be able to
claim the benefit of income tax treaties entered into between PRC and their countries. Similarly,
these unfavorable consequences could apply to our other offshore companies if they are classified
as a PRC resident enterprise.

Government control of currency conversion of and regulations on loans to, and direct
investment in, PRC entities by offshore holding companies may delay or prevent us from making
loans or additional contributions to our PRC subsidiaries, which could restrict our ability to
utilize the proceeds from the Global Offering effectively and affect our ability to fund and
expand our business.

The PRC government imposes controls on the convertibility of foreign currencies into
Renminbi. Under China’s existing foreign-exchange regulations, foreign-exchange transactions
under capital accounts continue to be subject to significant foreign-exchange controls and require
the registration with, and approval of, PRC governmental authorities. In particular, if one
subsidiary receives foreign-currency loans from us or other foreign lenders, these loans must be
registered with SAFE or its local counterparts. If we finance such subsidiary by means of
additional capital contributions, these capital contributions must be filed with certain government
authorities, including the State Administration for Industry and Commerce (now known as SAMR)
through the Enterprise Registration System (企業登記系統) and the National Enterprise Credit
Information Publicity System (國家企業信用信息公示系統) and the SAFE.

In August 2008, SAFE promulgated the Circular on the Relevant Operating Issues Concerning
the Improvement of the Administration of the Payment and Settlement of Foreign Currency Capital
of Foreign Invested Enterprises (國家外匯管理局綜合司關於完善外商投資企業外匯資本金支付結
匯管理有關業務操作問題的通知), or SAFE Circular 142, providing that the Renminbi capital

RISK FACTORS

– 151 –



converted from foreign-currency-registered capital of a foreign-invested enterprise may only be
used for purposes within the business scope approved by the applicable government authority and
may not be used for equity investments within the PRC.

On March 30, 2015, SAFE released the Notice on the Reform of the Management Method for
the Settlement of Foreign Exchange Capital of Foreign-invested Enterprises (國家外匯管理局關於
改革外商投資企業外匯資本金結匯管理方式的通知), or SAFE Circular 19, which came into force
and superseded SAFE Circular 142 from June 1, 2015. On June 9, 2016, SAFE further
promulgated the Circular on the Reform and Standardization of the Management Policy of the
Settlement of Capital Projects (關於改革和規範資本項目結匯管理政策的通知), or SAFE Circular
16. SAFE Circular 19 has made certain adjustments to some regulatory requirements on the
settlement of foreign exchange capital of foreign-invested enterprises, and some foreign exchange
restrictions under SAFE Circular 142 are expected to be lifted. Under SAFE Circular 19 and SAFE
Circular 16, the settlement of foreign exchange by foreign invested enterprises shall be governed
by the policy of foreign exchange settlement on a discretionary basis. However, SAFE Circular 19
and SAFE Circular 16 also reiterate that the settlement of foreign exchange shall only be used for
its own operation purposes within the business scope of the foreign invested enterprises and
following the principles of authenticity. For example, under SAFE Circular 19 and SAFE Circular
16, we may still not be allowed to convert foreign-currency-registered capital of our PRC
subsidiaries which are foreign-invested enterprises into RMB capital for securities investments or
other finance and investment except for principal-guaranteed bank products. Further, SAFE
Circular 19 and SAFE Circular 16 restrict a foreign-invested enterprise from using Renminbi
converted from its registered capital to provide loans to a its non-affiliated company. On October
23, 2019, SAFE released the Circular on Further Promoting Cross-border Trade and Investment
Facilitation (國家外匯管理局關於進一步促進跨境貿易投資便利化的通知), or SAFE Circular 28,
according to which non-investment foreign-invested enterprises are permitted to make domestic
equity investments with their capital funds provided that such investments do not violate the
Negative List and the target investment projects are genuine and in compliance with laws. On
April 10, 2020, SAFE promulgated the Circular on Optimizing Administration of Foreign
Exchange to Support the Development of Foreign-related Business (關於優化外匯管理支持涉外業
務發展的通知), or SAFE Circular 8, eligible enterprises are allowed to make domestic payments
by using their capital funds, foreign loans and the income under capital accounts of overseas
listing, without providing evidentiary materials concerning authenticity of each expenditure,
provided that their capital use shall be authentic and in line with provisions, and conform to the
prevailing administrative regulations on the use of income under capital accounts. Considering that
SAFE Circular 28 and SAFE Circular 8 are often principle-oriented and subject to the detailed
interpretations by the enforcement bodies to further apply and enforce such laws and regulations in
practice, it is unclear how they will be implemented, and there exist substantial uncertainties with
respect to its interpretation and implementation by government authorities and banks.

Violations of SAFE Circular 19 and SAFE Circular 16 could result in severe monetary or
other penalties. We cannot assure you that we will be able to complete the necessary government
registrations or obtain the necessary government approvals on a timely basis, if at all, with respect
to future loans or capital contributions by us to our PRC subsidiaries, and conversion of such loans
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or capital contributions into Renminbi. If we fail to complete such registrations or obtain such
approvals, our ability to capitalize or otherwise fund our PRC operations may be negatively
affected, which could adversely affect our ability to fund and expand our business.

The M&A Rules and certain other PRC regulations establish complex procedures for some
acquisitions of PRC companies by foreign investors, which could make it more difficult for us to
pursue growth through acquisitions in China.

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors,
or the M&A Rules, and relevant regulations and rules concerning mergers and acquisitions
established additional procedures and requirements that could make merger and acquisition
activities by foreign investors more time-consuming and complex. The M&A Rules require that the
Ministry of Commerce, or 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 an
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. The
approval from MOFCOM shall be obtained in circumstances where overseas companies established
or controlled by PRC enterprises or residents acquire affiliated domestic companies.

The Anti-Monopoly Law promulgated by the Standing Committee of the National People’s
Congress, or NPC, which became effective in August 2008, requires that when a concentration of
undertakings occurs and reaches statutory thresholds, the undertakings concerned shall file a prior
notification with MOFCOM. Without the clearance from MOFCOM, no concentration of
undertakings shall be implemented and effected. 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 MOFCOM when the threshold under the Provisions
on Thresholds for Prior Notification of Concentrations of Undertakings, or the Prior Notification
Rules, issued by the State Council in August 2008 is triggered. If such prior notification is not
obtained, MOFCOM may order the concentration to cease its operations, dispose of shares or
assets, transfer the business of the concentration within a time limit, take any other necessary
measures to restore the situation as it was before the concentration, and may impose administrative
fines.

In addition, the Implementing Rules Concerning Security Review on the Mergers and
Acquisitions by Foreign Investors of Domestic Enterprises, issued by the MOFCOM in August
2011, specify that mergers and acquisitions by foreign investors relating to national security are
subject to strict review by the MOFCOM, and prohibit any activities attempting to bypass such
security review, including by structuring the transaction through a proxy or contractual control
arrangement. In the future, we may grow our business by acquiring complementary businesses.
Complying with the requirements of the abovementioned 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.
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We cannot preclude the possibility that the MOFCOM or other government agencies may
publish explanations contrary to our understanding or broaden the scope of such security reviews
in the future, 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.

Increases in labor costs could slow our growth and affect our financial condition.

China’s overall economy and the average wage level in China have increased in recent years
and are expected to continue to grow. The average wage level for our employees has also increased
in recent years. We expect that our labor costs, including wages and employee benefits, will
continue to increase. If there is a significant increase in our labor cost, our operations and
financial condition may be adversely affected.

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 (商品房屋租
賃管理辦法), which was promulgated by the Ministry of Housing and Urban-Rural Development
of the PRC (中華人民共和國住房和城鄉建設部) 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 at the Latest Practicable Date, we
did not register all of our lease agreements as tenant, such leased properties were primarily used as
laboratory space and office space. We may be required by relevant government authorities to file
these lease agreements for registration within a time limit, and may be subject to a fine for
non-registration exceeding such time limit, which may range from RMB1,000 to RMB10,000.

Some of our properties are subject to a title deficiency, and we could be required to vacate any
such leased property.

The lessors of five of our leased properties, which are used as offices and are of the size of
approximately 600 square meters combined, have failed to provide the land use right certificate
and/or the building ownership certificates. Some lease agreements might be challenged if the
lessor failed to demonstrate that they are entitled to lease the respective properties.

If we suffer loss and damage as a result of the title defect of the leased property, our
financial position may be affected.
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RISKS RELATING TO CONTRACTUAL ARRANGEMENTS

If the PRC government finds that the agreements that establish the structure for operating our
business in China do not comply with PRC laws and regulations, or if these regulations or their
interpretations change in the future, we could be subject to severe consequences and the
relinquishment of our interests in the Consolidated Affiliated Entities.

Current PRC laws and regulations impose certain restrictions or prohibitions on foreign
ownership of companies that engage in clinical stage cell therapy business which falls in the
prohibited foreign-invested industries both in the Catalogue for the Guidance of Foreign
Investment Industries (Revision 2017) (外商投資產業指導目錄(2017年修訂)), the Special
Administrative Measures on Access of Foreign Investment (Negative List) (Edition 2018) (外商投
資准入特別管理措施(負面清單)(2018年版)), the Special Administrative Measures on Access of
Foreign Investment (Negative List) (Edition 2019) (外商投資准入特別管理措施(負面清單) (2019
年版)) and the Special Administrative Measures on Access of Foreign Investment (Negative List)
(Edition 2020) (外商投資准入特別管理措施(負面清單) (2020年版)) (collectively, the “Negative
List”).

We are a company incorporated under the laws of the Cayman Islands. To comply with the
PRC laws and regulations, we conduct our cell-therapy business in China through the Consolidated
Affiliated Entities based on a series of Contractual Arrangements entered into among our Group,
Shanghai Ju Ming, and the Registered Shareholders of Shanghai Ju Ming. As a result of these
Contractual Arrangements, we assert management control over the operations of, and enjoy
substantially all the economic benefits of the Consolidated Affiliated Entities.

Our PRC Legal Advisor are of the view that save as disclosed in “Contractual Arrangements

— Legality of the Contractual Arrangements”, the transfer of economic benefits from the

Consolidated Affiliated Entities to JW Shanghai, and the pledging of the entire equity interest in

Shanghai Ju Ming to JW Shanghai under the Contractual Arrangements, would not be deemed a

violation of the relevant PRC laws and regulations. See “Contractual Arrangements — Legality of

the Contractual Arrangements” for details.

There are, however, substantial uncertainties regarding the interpretation and application of

current or future PRC laws and regulations. The relevant PRC regulatory authorities have broad

discretion in determining whether a particular contractual structure violates PRC laws and

regulations. Thus, we cannot assure you that the PRC government will not ultimately take a view

contrary to the opinion of our PRC Legal Advisor. If we are found in violation of any PRC laws or

regulations or if the Contractual Arrangements are determined as illegal or invalid by any PRC

court, arbitral tribunal, or regulatory authorities, the relevant governmental authorities would have

broad discretion in dealing with such violation, including, without limitation:

• revoke the agreements constituting the Contractual Arrangements;

• revoke relevant business and operating licenses of our Group;
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• require us to discontinue or restrict our operations;

• restrict our right to collect revenue from the Consolidated Affiliated Entities;

• shut down a substantial part of our cell-therapy business;

• levy fines on us and/or confiscate the proceeds that they deem to have been obtained

through non-compliant operations;

• require us to restructure the operations in such a way as to compel us to establish a new

enterprise, re-apply for the necessary licenses, or relocate our businesses, staff, and

assets;

• impose additional conditions or requirements with which we may not be able to comply;

or

• take other regulatory or enforcement actions that could be harmful to our business.

Furthermore, any of the assets under the name of any record holder of equity interest in the

Consolidated Affiliated Entities, including such equity interest, may be put under court custody in

connection with litigation, arbitration, or other judicial or dispute resolution proceedings against

that record holder. We cannot be certain that the equity interest will be disposed of in accordance

with the Contractual Arrangements. In addition, new PRC laws, rules, and regulations may be

introduced to impose additional requirements that may impose additional challenges to our

corporate structure and Contractual Arrangements. The occurrence of any of these events or the

imposition of any of these penalties may result in a material and adverse effect on our ability to

conduct the business. In addition, if the imposition of any of these penalties causes us to lose the

rights to direct the activities of the Consolidated Affiliated Entities or the right to receive their

economic benefits, we would no longer be able to consolidate the Consolidated Affiliated Entities,

thus adversely affect our results of operation.

There is substantial uncertainty with respect to the interpretation and implementation of the

newly enacted Foreign Investment Law and how it may impact the viability of our current

corporate structure, corporate governance, and business operations.

The Foreign Investment Law of the PRC (中華人民共和國外商投資法) formally adopted by

the second session of the thirteenth National People’s Congress on March 15, 2019, which came

into effect on January 1, 2020, does not mention certain concepts, including “actual control” or

“controlling PRC companies by contracts or trusts”, nor does it specify regulation on controlling

through contractual arrangements. Since the Foreign Investment Law is new, there are substantial

uncertainties with respect to its implementation and interpretation and it is also possible that
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variable interest entities will be deemed as foreign-invested enterprises and be subject to

restrictions or prohibitions in the future. Such restrictions or prohibitions may cause interruptions

to our current corporate structure, corporate governance, and business operations, which may in

turn materially, and adversely affect our business, financial condition, and results of operations.

Our Contractual Arrangements may not be as effective in providing operational control as direct

ownership, and the Registered Shareholders and the Consolidated Affiliated Entities may fail to

perform their obligations under our Contractual Arrangements.

Since PRC laws limit foreign equity ownership in cell-therapy business in China, we have no

ownership interest in our cell-therapy business and rely on a series of Contractual Arrangements

with Shanghai Ju Ming and the Registered Shareholders to control and operate the relevant

businesses. The Contractual Arrangements may not be as effective as direct ownership in providing

us with control over the Consolidated Affiliated Entities. Direct ownership would allow us, for

example, to directly provide financial support through the increase of registered capital or injection

of funds, or to directly or indirectly exercise our rights as a shareholder to effect changes in the

boards of directors of the Consolidated Affiliated Entities, which, in turn, could effect changes,

subject to any applicable fiduciary obligations at the management level. However, under the

Contractual Arrangements, as a legal matter, if the Consolidated Affiliated Entities or the

Registered Shareholders fail to perform their respective obligations under the Contractual

Arrangements, we may have to incur substantial costs and expend significant resources to enforce

those arrangements and resort to litigation or arbitration and rely on legal remedies under PRC

laws. These remedies may include seeking specific performance or injunctive relief and claiming

damages, any of which may not be effective. For example, if the Registered Shareholders were to

refuse to transfer their equity interest in and/or assets of Shanghai Ju Ming to us or our designee

when we exercise the call option pursuant to the Contractual Arrangements, or if they were

otherwise to act in bad faith toward us, we might have to take legal action to compel them to

perform their respective contractual obligations. In the event we are unable to enforce these

Contractual Arrangements or we experience significant delays or other obstacles in the process of

enforcing these Contractual Arrangements, we may not be able to exert effective control over the

Consolidated Affiliated Entities and may lose control over the assets owned by the Consolidated

Affiliated Entities. As a result, we may be unable to consolidate the Consolidated Affiliated

Entities in our consolidated financial information, which could materially and adversely affect our

results of operations and financial condition.
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We may lose the ability to use the permits, licenses, and intellectual properties held by the

Consolidated Affiliated Entities that are important to the operation of our business if the

Consolidated Affiliated Entities declares bankruptcy or becomes subject to a dissolution or

liquidation proceeding.

The Consolidated Affiliated Entities may hold certain permits, licenses, and intellectual

property that are important to our business operations. The Contractual Arrangements specifically

obligate the Consolidated Affiliated Entities to ensure their valid existence and that the

Consolidated Affiliated Entities may not be voluntarily liquidated. However, should the Registered

Shareholders and the Consolidated Affiliated Entities breach this obligation and voluntarily

liquidate the Consolidated Affiliated Entities, or should the Consolidated Affiliated Entities declare

bankruptcy, all or part of their assets may become subject to liens or rights of third-party creditors

and we may be unable to continue a substantial portion of our business operations, which could

materially and adversely affect our business, financial condition, and results of operations.

Our Contractual Arrangements may be subject to scrutiny by the PRC tax authorities and

additional taxes may be imposed. A finding that we owe additional taxes could substantially

reduce our consolidated net income and the value of your Shares.

According to applicable PRC laws and regulations, arrangements and transactions among

related parties may be subject to challenge by the PRC tax authorities, additional taxes and interest

may be imposed. We would be subject to adverse tax consequences if the PRC tax authorities were

to determine that transactions under the Contractual Arrangements among our Group, Shanghai Ju

Ming, and the Registered Shareholders were not conducted on an arm’s-length basis as the PRC

tax authorities have the authority to make special tax adjustments on the tax position of Shanghai

Ju Ming. Such adjustments may adversely affect us by increasing the tax expenses of Shanghai Ju

Ming, subjecting Shanghai Ju Ming to late payment fees and other penalties for under-payment of

taxes. Our consolidated results of operations may be adversely affected if the tax liabilities of

Shanghai Ju Ming increase or if it is subject to late payment fees or other penalties.

The Registered Shareholders of Shanghai Ju Ming may potentially have a conflict of interest

with us, and they may breach their contracts with us or cause such contracts to be amended in a

manner contrary to our interests.

Our cell-therapy business is conducted through the Consolidated Affiliated Entities. Our

control over the Consolidated Affiliated Entities is based upon the Contractual Arrangements with

Shanghai Ju Ming and the Registered Shareholders that allow us to control the Consolidated

Affiliated Entities. The Registered Shareholders may potentially have a conflict of interest with us,

and they may breach their contracts with us if they believe it would further their own interest or if
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they otherwise act in bad faith. We cannot assure you that when conflicts of interest arise between

us and the Consolidated Affiliated Entities, the Registered Shareholders will act completely in our

interests or that the conflicts of interest will be resolved in our favor.

In addition, the Registered Shareholders may breach or cause the Consolidated Affiliated

Entities to breach the Contractual Arrangements. If the Consolidated Affiliated Entities or the

Registered Shareholders breach their contracts with us or otherwise have disputes with us, we may

have to initiate legal proceedings, which involve significant uncertainty. Such disputes and

proceedings may significantly disrupt our business operations, adversely affect our ability to

control the Consolidated Affiliated Entities and otherwise result in negative publicity. There is also

substantial uncertainty as to the outcome of any such legal proceedings.

Certain of the terms of the Contractual Arrangements may not be enforceable under PRC laws.

The agreements which constitute the Contractual Arrangements (except the undertaking

executed by the spouse of the relevant Registered Shareholders under the Contractual

Arrangements (the “Spouse Undertaking”)) are governed by PRC laws and some provide for the

resolution of disputes through arbitration in the PRC. Accordingly, these agreements would be

interpreted in accordance with PRC laws and disputes would be resolved in accordance with PRC

legal procedures. The legal environment in the PRC is not as developed as in other jurisdictions

and uncertainties in the PRC legal system could limit our ability to enforce the Contractual

Arrangements. In the event that we are unable to enforce the Contractual Arrangements, or if we

suffer significant time delays or other obstacles in the process of enforcing them, it would be very

difficult to exert effective control over the Consolidated Affiliated Entities, and our ability to

conduct our business and our financial condition and results of operations may be materially and

adversely affected.

The Contractual Arrangements contain provisions to the effect that the arbitral body may

award remedies over the equity interests in and/or assets of the Consolidated Affiliated Entities,

injunctive relief and/or winding up of the Consolidated Affiliated Entities. These agreements also

contain provisions to the effect that courts of competent jurisdictions are empowered to grant

interim remedies in support of the arbitration pending the formation of an arbitral tribunal.

However, under PRC laws, these terms may not be enforceable. Under PRC laws, an arbitral body

does not have the power to grant injunctive relief or to issue a provisional or final liquidation

order for the purpose of protecting assets of or equity interests in the Consolidated Affiliated

Entities in case of disputes. In addition, interim remedies or enforcement order granted by overseas

courts such as Hong Kong and the Cayman Islands may not be recognizable or enforceable in

China. PRC laws do allow the arbitral body to grant an award of transfer of assets of or equity

interests in the Consolidated Affiliated Entities in favor of an aggrieved party. Therefore, in the

event of breach of any agreements constituting the Contractual Arrangements by the Consolidated
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Affiliated Entities and/or the respective shareholders, and if we are unable to enforce the

Contractual Arrangements, we may not be able to exert effective control over the Consolidated

Affiliated Entities, which could negatively affect our ability to conduct our business.

If we exercise the option to acquire equity ownership of Shanghai Ju Ming, the ownership

transfer may subject us to certain limitations and substantial costs.

Pursuant to the Contractual Arrangements, our Group or the designated person(s) has the

exclusive right to purchase all or any part of the equity interests in Shanghai Ju Ming from the

Registered Shareholders at a price equal to the amount of registered capital contributed by the

Registered Shareholders, or a purchase all or any part of the assets of Shanghai Ju Ming for a

nominal price, unless the relevant government authorities or PRC laws request that another amount

be used as the purchase price and in which case the purchase price shall be the lowest amount

under such request. Subject to relevant laws and regulations, the Registered Shareholders shall

return any amount of purchase price they have received to us. If such a transfer takes place, the

competent tax authority may require us to pay enterprise income tax for ownership transfer income

with reference to the market value, in which case the amount of tax could be substantial.

RISKS RELATING TO THE GLOBAL OFFERING

No public market currently exists for our Shares, an active trading market for our Shares may

not develop and the market price for our Shares may decline.

No public market currently exists for our Shares. The initial Offer Price for our Shares to the

public will be the result of negotiations between our Company and the Joint Global Coordinators

(on behalf of the Underwriters), and the Offer Price may differ significantly from the market price

of the Shares following the Global Offering. We have applied to the Stock Exchange for the listing

of, and permission to deal in, the Shares. A listing on the Stock Exchange, however, does not

guarantee that an active and liquid trading market for our Shares will develop, or if it does

develop, that it will be sustained following the Global Offering, or that the market price of the

Shares will not decline following the Global Offering.

The price and trading volume of our Shares may be volatile, which could lead to substantial

losses to investors.

The price and trading volume of our Shares may be subject to significant volatility in

response to various factors beyond our control, including the general market conditions of the

securities in Hong Kong and elsewhere in the world. In particular, the business and performance

and the market price of the shares of other companies engaging in similar business may affect the

price and trading volume of our Shares. In addition to market and industry factors, the price and
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trading volume of our Shares may be highly volatile for specific business reasons, such as the

results of clinical trials of our product candidates, the results of our applications for approval of

our product candidates, regulatory developments affecting the biopharmaceutical industry,

healthcare, health insurance and other related matters, fluctuations in our revenue, earnings, cash

flows, investments and expenditures, relationships with our suppliers, movements or activities of

key personnel, or actions taken by competitors. Moreover, shares of other companies listed on the

Stock Exchange with significant operations and assets in China have experienced price volatility in

the past, and it is possible that our Shares may be subject to changes in price not directly related

to our performance.

There will be a gap of several days between pricing and trading of our Shares, and the price of

our Shares when trading begins could be lower than the Offer Price.

The initial price to the public of our Shares sold in the Global Offering is expected to be

determined on the Price Determination Date. However, the Shares will not commence trading on

the Stock Exchange until they are delivered, which is expected to be five Business Days after the

Price Determination Date. As a result, investors may not be able to sell or otherwise deal in the

Shares during that period. Accordingly, holders of our Shares are subject to the risk that the price

of the Shares when trading begins could be lower than the Offer Price as a result of adverse

market conditions or other adverse developments that may occur between the time of sale and the

time trading begins.

Future sales or perceived sales of our Shares in the public market by major Shareholders

following the Global Offering could materially and adversely affect the price of our Shares.

Prior to the Global Offering, there has not been a public market for our Shares. Future sales

or perceived sales by our existing Shareholders of our Shares after the Global Offering could result

in a significant decrease in the prevailing market price of our Shares. Only a limited number of the

Shares currently outstanding will be available for sale or issuance immediately after the Global

Offering due to contractual restrictions on disposal and new issuance. Nevertheless, after these

restrictions lapse or if they are waived, future sales of significant amounts of our Shares in the

public market or the perception that these sales may occur could significantly decrease the

prevailing market price of our Shares and our ability to raise equity capital in the future.

Purchasers of our Shares may experience further dilution if we issue additional Shares or other

equity securities in the future, including pursuant to the share incentive schemes.

The Offer Price of our Offer Shares is higher than the net tangible book value per share

immediately prior to this Global Offering. Therefore, purchasers of our Offer Shares in this Global

Offering will experience an immediate dilution. Existing Shareholders will receive an increase in

RISK FACTORS

– 161 –



the pro forma adjusted consolidated net tangible asset value per Share of their Shares. In order to

expand our business, we may consider offering and issuing additional Shares in the future.

Purchasers of the Offer Shares may experience dilution in the net tangible asset value per share of

their Shares if we issue additional Shares in the future at a price which is lower than the net

tangible asset value per Share at that time. Furthermore, we may issue Shares pursuant to the share

incentive schemes, which would further dilute Shareholders’ interests in our Company.

Because we do not expect to pay dividends in the foreseeable future after the Global Offering,

you must rely on price appreciation of our Shares for a return on your investment.

We currently intend to retain most, if not all, of our available funds and any future earnings

after the Global Offering to fund the development and commercialization of our pipeline product

candidates. As a result, we do not expect to pay any cash dividends in the foreseeable future.

Therefore, you should not rely on an investment in our Shares as a source for any future dividend

income.

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

decides to declare and pay dividends, the timing, amount and form of future dividends, if any, will

depend on our future results of operations and cash flow, our capital requirements and surplus, the

amount of distributions (if any) received by us from our subsidiaries, our financial condition,

contractual restrictions and other factors deemed relevant by our Board. Accordingly, the return on

your investment in our Shares will likely depend entirely upon any future price appreciation of our

Shares. There is no guarantee that our Shares will appreciate in value after the Global Offering or

even maintain the price at which you purchased the Shares. You may not realize a return on your

investment in our Shares and you may even lose your entire investment in our Shares.

We cannot make fundamental changes to our business without the consent of the Stock

Exchange.

Under Rule 18A.10 of the Listing Rules, without the prior consent of the Stock Exchange, we

will not be able to effect any acquisition, disposal or other transaction or arrangement or any series

of acquisitions, disposals or other transactions or arrangements, which would result in a

fundamental change in our principal business activities as set forth in this prospectus. As a result,

we may be unable to take advantage of certain strategic transactions that we might otherwise

choose to pursue in the absence of Rule 18A.10. Were any of our competitors that are not listed on

the Stock Exchange to take advantage of such opportunities in our place, we may be placed at a

competitive disadvantage, which could have a material adverse effect on our business, financial

condition and results of operations.
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We have significant discretion as to how we will use the net proceeds of the Global Offering,

and you may not necessarily agree with how we use them.

Our management may spend the net proceeds from the Global Offering in ways you may not

agree with or that do not yield a favorable return to our shareholders. We plan to use the net

proceeds from the Global Offering for the following purposes: Continuing research and

development relating to relma-cel, including clinical studies in additional indications and

registration; the commercial launch of relma-cel; continuing research and development relating to

JWCAR129 and pre-clinical candidates including Nex-G CD19, JWATM203 and JWATM204;

potential exercise of our option to acquire certain rights from Acepodia; acquisition of rights to

other additional pipeline candidates; and working capital and general corporate purposes. For

additional information, see “Future Plans and Use of Proceeds — Use of Proceeds.”

However, our management will have discretion as to the actual application of our net

proceeds. You are entrusting your funds to our management, whose judgment you must depend on,

for the specific uses we will make of the net proceeds from this Global Offering.

We are a Cayman Islands company and, because judicial precedent regarding the rights of

shareholders is more limited under the laws of the Cayman Islands than other jurisdictions, you

may have difficulties in protecting your shareholder rights.

Our corporate affairs are governed by our Memorandum and Articles of Association and by

the Cayman Companies Law and the common law of the Cayman Islands. The rights of

Shareholders to take legal action against our Directors and us, actions by minority Shareholders

and the fiduciary responsibilities of our Directors to us under Cayman Islands law are to a large

extent governed by the common law of the Cayman Islands. The common law of the Cayman

Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands as

well as from English common law, which has persuasive, but not binding, authority on a court in

the Cayman Islands. The laws of the Cayman Islands relating to the protection of the interests of

minority shareholders differ in some respects from those established under statutes and judicial

precedent in existence in the jurisdictions where minority Shareholders may be located. See

“Appendix IV — Summary of the Constitution of the Company and Cayman Companies Law” in

this prospectus.

As a result of all of the above, minority Shareholders may have difficulties in protecting their

interests under the laws of the Cayman Islands through actions against our management, Directors

or Substantial Shareholders, which may provide different remedies to minority Shareholders when

compared to the laws of the jurisdiction in which such shareholders are located.
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Facts, forecasts and statistics in this prospectus relating to the biopharmaceutical industry may

not be fully reliable.

Facts, forecasts and statistics in this prospectus relating to the biopharmaceutical industry in

and outside China are obtained from various sources that we believe are reliable, including official

government publications as well as a report prepared by Frost & Sullivan that we commissioned.

However, we cannot guarantee the quality or reliability of these sources. Neither we, the Joint

Global Coordinators, the Joint Sponsors, the Underwriters nor our or their respective affiliates or

advisors have verified the facts, forecasts and statistics nor ascertained the underlying economic

assumptions relied upon in those facts, forecasts and statistics obtained from these sources. Due to

possibly flawed or ineffective collection methods or discrepancies between published information

and factual information and other problems, the statistics in this prospectus relating to the

biopharmaceutical industry in and outside China may be inaccurate and you should not place

undue reliance on them. We make no representation as to the accuracy of such facts, forecasts and

statistics obtained from various sources. Moreover, these facts, forecasts and statistics involve risk

and uncertainties and are subject to change based on various factors and should not be unduly

relied upon.

You should read the entire prospectus 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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You should rely solely upon the information contained in this prospectus, the Global Offering

and any formal announcements made by us in Hong Kong when making your investment decision

regarding our Shares. We do not accept any responsibility for the accuracy or completeness of any

information reported by the press or other media, nor the fairness or appropriateness of any

forecasts, views or opinions expressed by the press or other media regarding our Shares, the

Global Offering or us. We make no representation as to the appropriateness, accuracy,

completeness or reliability of any such data or publication. Accordingly, prospective investors

should not rely on any such information, reports or publications in making their decisions as to

whether to invest in our Global Offering. By applying to purchase our Shares in the Global

Offering, you will be deemed to have agreed that you will not rely on any information other than

that contained in this prospectus and the Global Offering.
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