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220256). Each American depositary share represents one ordinary share.

(2) Includes ordinary shares that are issuable upon the exercise of the underwriters’ option to purchase additional shares.
(3) Estimated solely for the purpose of determining the amount of the registration fee in accordance with Rule 457(a) under the Securities Act of 1933.
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accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the registration statement shall become effective on
such date as the Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration
statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it
is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject to completion
Preliminary prospectus dated September 19, 2017

Prospectus

Zai Lab Limited

ZGiLab“

8,000,000 American depositary shares
Representing 8,000,000 ordinary shares

We are offering American depositary shares, or ADSs. Each ADS represents one ordinary share.
This is our initial public offering in the United States, and no public market currently exists for our ADSs.

We currently expect the initial public offering price to be between $16.00 and $18.00 per ADS. After pricing of the offering, we expect that the
shares will trade on the Nasdaq Global Market under the symbol “ZLAB.”

We are eligible to be treated as an “emerging growth company” as defined in Section 2(a) of the Securities Act of 1933, as amended,
and, as a result, are subject to reduced public company reporting requirements. See “Prospectus summary—Implications of being an
emerging growth company and a foreign private issuer.”

Investing in our ADSs involves risks that are described in the “Risk factors” section beginning on page 13 of this prospectus.

Per ADS Total
Public offering price $ $
Underwriting discount(1) $ $
Proceeds to Zai Lab Limited before expenses $ $

(1) See “Underwriting” for a detailed description of compensation payable to the underwriters.

To the extent that the underwriters sell more than 8,000,000 ADSs, the underwriters have the option to purchase up to an aggregate of 1,200,000
additional ADSs from us at the initial public offering price less the underwriting discounts and commissions for 30 days after the date of this
prospectus.

Certain institutional investors have indicated an interest in purchasing up to an aggregate of $30.0 million in ADSs in this offering. However,
because indications of interest are not binding agreements or commitments to purchase, the underwriters may determine to sell more, less or no
ADSs in this offering to any of these investors, or any of these investors may determine to purchase more, less or no ADSs in this offering,
including as a result of the pricing terms. See “Prospectus summary—The offering.”

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities
or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the ADSs to the purchasers on or about , 2017.

J.P. Morgan Citigroup Leerink Partners

The date of this prospectus is , 2017
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We are responsible for the information contained in this prospectus and in any free writing prospectus we prepare or authorize. We have
not, and the underwriters have not, authorized anyone to provide you with different information, and we and the underwriters take no
responsibility for any other information others may give you. If anyone provides you with different or inconsistent information, you
should not rely on it. We are not, and the underwriters are not, making an offer to sell these securities in any jurisdiction repetitive of
where the offer and sale is not permitted. You should assume that the information appearing in this prospectus is accurate only as of the
date on the front cover of this prospectus. Our business, financial condition, results of operations and prospects may have changed
since such date.

Through and including (the 25th day after the date of this prospectus), all dealers effecting transactions in these securities,
whether or not participating in this offering, may be required to deliver a prospectus. This delivery requirement is in addition to the
obligation of dealers to deliver a prospectus when acting as underwriters and with respect to their unsold allotments or subscriptions.
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Industry and market data

Although we are responsible for all disclosure contained in this prospectus, in some cases we have relied on certain market and industry data
obtained from third-party sources that we believe to be reliable. Market estimates are calculated by using independent industry publications,
government publications and third-party forecasts in conjunction with our assumptions about our markets. While we are not aware of any
misstatements regarding any market, industry or similar data presented herein, such data involves risks and uncertainties and is subject to change
based on various factors, including those discussed under the headings “Cautionary note regarding forward-looking statements” and “Risk factors”
in this prospectus.

Trademarks and service marks

We own or have rights to trademarks and service marks for use in connection with the operation of our business, including, but not limited to, ZAl
LAB and FF SR EE7 .. All other trademarks or service marks appearing in this prospectus that are not identified as marks owned by us are the
property of their respective owners.

Solely for convenience, the trademarks, service marks and trade names referred to in this prospectus may be listed without the ®, (TM) and (sm)
symbols, but we will assert, to the fullest extent under applicable law, our applicable rights in these trademarks, service marks and trade names.
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Prospectus summary

This summary highlights information contained in other parts of this prospectus. Because it is only a summary, it does not contain all of the
information that you should consider before investing in our ADSs, and it is qualified in its entirety by, and should be read in conjunction with,
the more detailed information appearing elsewhere in this prospectus. You should read the entire prospectus carefully, especially “Risk
factors,” “Selected consolidated financial data,” and the financial statements and the related notes appearing elsewhere in this prospectus,
before deciding to buy our ADSs. Unless the context requires otherwise, references in this prospectus to the “Company,” “Zai Lab,” “we,” “us”
and “our” refer to Zai Lab Limited and its consolidated subsidiaries.

Overview of our business

We are an innovative biopharmaceutical company based in Shanghai focusing on discovering or licensing, developing and commercializing
proprietary therapeutics that address areas of large unmet medical need in the China market, including in the areas of oncology, autoimmune
and infectious diseases. We believe there exists a significant opportunity to build an organization that not only addresses such unmet needs
but leverages underutilized resources in China to foster innovation. As part of that effort, we have assembled a management team with global
experience and an extensive track record in navigating the regulatory process to develop and commercialize innovative drugs in China. Our
mission is to leverage our expertise and insight to address the expanding needs of Chinese patients in order to transform their lives and
eventually utilize our China-based competencies to impact human health worldwide.

Furthermore, Zai Lab was built on the vision that, despite having a significant addressable market and sizable growth potential, China has
historically lacked access to many innovative therapies available in other parts of the world and its drug development infrastructure has been
underutilized. There remains the need to bring new and transformative therapies to China. In recent years, the Chinese government has
focused on promoting local innovation through streamlining regulatory processes, improving drug quality standards and fostering a favorable
environment, which we believe creates an attractive opportunity for the growth of China-based, innovation-focused companies.

Since our founding in 2014, we have assembled an innovative pipeline consisting of six drug candidates through partnerships with global
biopharmaceutical companies. These include three late-stage assets targeting fast growing segments of China’s pharmaceutical market and
three assets addressing global unmet medical needs. We believe that our management’s extensive global drug development expertise,
combined with our demonstrated understanding of the pharmaceutical industry, clinical resources and regulatory system in China, has
provided us, and will continue to provide us, opportunities to partner with global companies aiming to bring innovative products to market in
China efficiently. Our lead drug candidate is niraparib, a PARP inhibitor licensed from Tesaro. We intend to develop niraparib for Chinese
patients across multiple tumor types and anticipate beginning two Phase Il studies of niraparib in patients with ovarian cancer, one in the
second half of 2017 and the other in the first half of 2018. In addition, we intend to pursue niraparib in other indications.

In the longer term, we plan to build a premier, fully integrated drug discovery and development platform that brings both in-licensed and
internally-discovered medicines to patients in China and globally. As our business grows, we plan to build our own commercial team to launch
our portfolio of drug products. Part of our strategy is the ability to produce both large and small molecule therapeutics under global standard
current Good Manufacturing Practice, or cGMP. To this end, in the first half of 2017 we built a small molecule drug product facility capable of
supporting clinical and commercial production and have also begun construction of a large molecule facility, which is expected to be utilized
for clinical production of our drug candidates. The completion of the large molecule facility is expected in the first half of 2018.
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Our company is led by a management team with extensive pharmaceutical research, development and commercialization track record in both
global and Chinese biopharmaceutical companies.

Since our founding, we have raised $164.5 million in equity financing from our dedicated group of investors, including global and China-based

We have a broad pipeline of proprietary drug candidates that range from discovery stage to late-stage clinical programs. These include three
drug candidates with greater China rights and three drug candidates with global rights. The following table summarizes our drug candidates
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< Niraparib (ZL-2306) is a highly potent and selective oral, small molecule poly ADP ribose polymerase, or PARP 1/2, inhibitor with the
potential to be a first-in-class drug for treatment across multiple solid tumor types in China including ovarian, certain types of breast and
lung cancers. We have licensed niraparib from Tesaro, which in March 2017 received marketing approval for niraparib (Zejula®) from the
U.S. Food and Drug Administration, or FDA, as maintenance treatment for women with recurrent platinum-sensitive epithelial ovarian
cancer. Niraparib was commercially launched in the United States in April 2017. Niraparib does not require BRCA mutation or other
biomarker testing as is necessary for other approved PARP inhibitors which, we believe, significantly expands its availability to ovarian
cancer patients in China. As niraparib has been approved in the United States, if approved by the European Medicines Agency, or EMA,
we anticipate commercializing niraparib in Hong Kong and Macau approximately 12 months after it is approved by the EMA.
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In China, our clinical trial application, or CTA, for niraparib has been approved as a Category 1 drug by the China Food and Drug
Administration, or CFDA. We anticipate initiating Phase Il studies of niraparib in patients with recurrent platinum-sensitive ovarian cancer
as a second-line maintenance therapy in the second half of 2017, and as a first-line maintenance therapy in the first half of 2018. These
studies are expected to be similar in design to Tesaro’s clinical studies of niraparib. We also anticipate beginning a Phase Il study in
patients with gBRCA positive breast cancer in the first half of 2018. In addition, we intend to study niraparib in patients with triple negative
breast cancer, squamous-type non-small cell lung cancer and small cell lung cancer in China. Niraparib has the potential to be the first
PARP inhibitor marketed in China. In addition to niraparib monotherapy in the potential indications stated, we also intend to explore the
combination of niraparib with other potential therapies such as immune-oncology therapy, targeted therapy and chemotherapy in the
clinically relevant indications.

« Omadacycline (ZL-2401) is a broad-spectrum antibiotic in a new class of tetracycline derivatives, known as aminomethylcyclines. We
have licensed omadacycline from Paratek, where it is primarily being developed for acute bacterial skin/skin structure infections, or
ABSSSI, community-acquired bacterial pneumonia, or CABP, and urinary tract infections, or UTIs. Omadacycline is designed to overcome
the two major mechanisms of tetracycline resistance, known as pump efflux and ribosome protection. Omadacycline has been granted
Qualified Infectious Disease Product, or QIDP, status in the United States and has been granted Fast Track status by the FDA. If approved,
omadacycline is expected to be available in intravenous, or IV, and once-daily oral, or PO, formulations. Paratek has reported the results of
two pivotal IV-to-oral Phase Il studies of omadacycline in ABSSSI and CABP. Both trials used an IV/oral sequential dosing design. Both of
these studies achieved their primary endpoints. Paratek also reported top-line data from its oral-only Phase 11l ABSSSI study in July 2017.
This study also achieved its primary endpoints. We are in the technology transfer stage and plan to discuss our China development plan
with key opinion leaders and the CFDA.

e ZL-2301 is an oral, small molecule dual target tyrosine kinase inhibitor, or TKI, which blocks both vascular endothelial growth factor
receptor, or VEGFR, and fibroblast growth factor receptor, or FGFR. ZL-2301 was studied by our partner Bristol-Myers Squibb mainly for
the treatment of hepatocellular carcinoma, or HCC, the most common type of liver cancer. In these trials, ZL-2301 demonstrated anti-tumor
activity and a generally well-established safety profile in HCC patients. In 2012, Bristol-Myers Squibb terminated its development program
of ZL-2301 after it missed the primary endpoints in two Phase Ill trials with advanced HCC patients. Based on our review of the results from
Bristol-Myers Squibb’s development program for ZL-2301, our understanding of the etiology and current standard of care of HCC in
Chinese patients and our ongoing research, we believe that ZL-2301 has the potential to be an effective treatment option for Chinese HCC
patients and merits further clinical trials. The CFDA has approved our CTA for ZL-2301 as a Category 1 drug, and in the second quarter of
2017 we initiated a Phase Il trial of ZL-2301 as a second-line treatment for advanced HCC patients in China. Pending results from this
Phase Il trial, we plan to initiate a Phase Ill clinical trial shortly thereafter.

¢ Fugan (ZL-3101) is a novel steroid-sparing topical product for the treatment of eczema and psoriasis. We are developing fugan as a
botanical formulation to offer patients with eczema and psoriasis a natural alternative to topical steroid treatments, which are currently the
main forms of treatment and are known to have many side effects associated with long-term use. We licensed the exclusive worldwide
rights to fugan from GSK in 2016. We initiated a Phase Il study of fugan in patients with eczema in China in the second quarter of 2017.
Pending results from this Phase Il study, we plan to initiate a Phase Il global, multi-center clinical trial.

e ZL-2302 is a multi-targeted TKI with activity against both anaplastic lymphoma kinase, or ALK, mutation and crizotinib-resistant ALK
mutations being developed for the treatment of patients with non-small cell lung
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cancer who have ALK mutations and who have developed crizotinib resistance and/or brain metastasis. We licensed the exclusive
worldwide rights to ZL-2302 from Sanofi in 2015. Our preclinical studies demonstrated that ZL-2302 has ability to penetrate the blood-brain
barrier, which could make ZL-2302 an effective therapy for a subset of patients who have non-small cell lung cancer with ALK mutations
and brain metastasis. Such patients typically have limited treatment options, poor prognosis and low quality of life. Our CTA for ZL-2302
has been accepted as a Category 1 drug by the CFDA, and we expect to initiate a Phase | study of ZL-2302 in China in the first half of
2018.

e Z1-1101 is an anti-OX40 antagonistic antibody with first-in-class potential for the treatment of a range of autoimmune diseases such as
graft-versus-host disease or systemic lupus erythematosus. We licensed the exclusive worldwide rights to ZL-1101 from UCB in 2015. Its
anti-inflammatory activities have been validated by a variety of inflammatory and autoimmune disease models. ZL-1101’s bioactivities and
functional potency have been investigated both in vitro and in vivo studies. In such studies, cellular proliferation and production of
inflammatory cytokines was markedly suppressed, demonstrating that ZL-1101 effectively inhibits lymphocyte activation. ZL-1101 was also
found to be highly potent. We intend to file an investigational new drug application, or IND, in 2018.

Industry

As an innovative biopharmaceutical company, we believe we are well positioned to take advantage of industry trends which are favorable to
China-based innovation.

Evolution of China’s emerging innovative pharmaceutical market

China’s pharmaceutical market is the second largest pharmaceutical market in the world and is projected to grow from $115 billion in 2016 to
$160 billion by 2021 and $237 billion by 2026, according to BMI Research. This growth is driven by strong fundamental demand for
therapeutic treatments and the Chinese government’s focus on providing better quality care to patients including by encouraging greater
usage of innovative drugs. We believe that the significant market opportunities for innovative therapies in the China market are due to several
trends, including demographics and disease incidence, improving access to healthcare, increasing affordability and demand for healthcare
and focusing on innovation.

Historically, China’s pharmaceutical market was dominated by mature and generic products. In recent years, the Chinese government has
focused on promoting innovation especially in areas of high unmet medical need through streamlining regulatory processes, improving drug
quality standards and fostering a favorable environment for innovation. Going forward, innovative patented therapeutics are projected to grow
at over 10% annually until 2020, which is expected to surpass the growth rate of generic products.

CFDA regulatory outlook—CFDA reform to accelerate innovation

In August 2015, China’s State Council released its circular Opinions Concerning the Reform of the Review and Approval System for Drugs
and Medical Devices, or Circular No. 44, which sets forth the government’s clear determination to encourage transformation and upgrade the
pharmaceutical industry.

More recently, on May 11, 2017, the CFDA issued three new draft policies regarding innovation for public comments. The three draft policies
aim to accelerate the review and approval of new drug and medical device applications (Circular No. 52), deregulate the conduct of clinical
trials to encourage innovation (Circular No. 53), and enhance post-market supervision throughout a product’s entire life cycle (Circular

No. 54).
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The CFDA was admitted as a new regulatory member by the International Conference on Harmonisation, or ICH, on June 1, 2017 and will
reform its regulatory process in order to conform its policies and regulations to ICH guidelines. We believe it is likely that the draft policies will
be adopted and benefit China-based companies that are experienced with global standards of innovative drug development. If the draft
policies are not fully adopted, we believe that China-based, innovation-focused pharmaceutical companies will still enjoy competitive
advantages over foreign peers. Under the current CFDA regulations, foreign pharmaceutical companies are typically allowed to receive NDAs
in China after their products are approved by a foreign regulatory authority. This requirement typically causes delays in time to market for
foreign pharmaceutical companies.

Medical insurance and drug spending outlook—multiple engines for improving affordability for innovation

Over the past decade, the Chinese national government has been working on alleviating the burden on individuals by expanding health
insurance coverage from approximately 30% in 2003 to over 95% in 2013 with a goal of achieving universal coverage by 2020. At the same
time, medical insurance plans at the provincial level have been introduced to complement the basic insurance programs. This increase in
health insurance coverage has had a dramatic impact on drug reimbursement and affordability in China.

Aside from the Chinese government’s efforts to improve public reimbursement, a large part of China’s population has become increasingly
affluent and has demonstrated an ability and willingness to pay out-of-pocket for innovative efficacious drugs.

In addition to government health insurance and self-pay, there is also growing government support for the development of commercial private
health insurance to provide support for China’s growing middle and upper classes. Favorable industry policies such as tax incentives to
consumers have been issued.

The advantages of being a China-based, innovation-focused biopharmaceutical platform

China has undertaken significant efforts to encourage innovation and stimulate greater productivity in its economy to transform the competitive
landscape of the domestic pharmaceutical market, with incentives which include grants, tax incentives and supporting greater investment and
global talent recruitment. We expect that this multi-pronged approach will support the emergence of innovative, globally competitive China-
based biopharmaceutical companies.

Some of the key advantages of being a fully integrated, China-based and innovation-focused biopharmaceutical development and
manufacturing platform include:

* Accelerated time to market;
« Market exclusivity for up to five years for Category 1 drugs;

« Customized development programs which are tailored to Chinese patients’ specific unmet medical needs, and higher efficiency in
executing clinical development programs; and

« Commercialization of innovative therapies.

Our vision and strategy

Our vision is to become a leading global innovative biopharmaceutical company based in China and deliver transformative medicines to
patients in China and around the world. We intend to utilize our strengths to pursue the following strategies:

* Rapidly advance and commercialize our in-licensed late stage clinical drug candidates. \We have built a broad and sustainable
drug pipeline for the greater China and global market and will focus on rapidly advancing and commercializing our in-licensed drug
candidates.
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« Capitalize on our location in China, our management team’s domestic and international drug development experience and our
track record of licensing to further solidify our position as a strategic gateway partner into China for biopharmaceutical
companies outside of China. We believe the combination of our management’s experience and knowledge, the changing regulatory
landscape in China, our manufacturing capabilities, the commercial capabilities we are developing and the global pharmaceutical industry’s
current approach to the China market makes us an ideal gateway partner for global biopharmaceutical companies seeking to access the
China market.

« Continue to license promising programs for global rights. \We have a track record of in-licensing the global rights of drug candidates
from leading global biopharmaceutical companies such as GSK, Sanofi and UCB. We will continue to seek new in-licensing opportunities
which grant us the global rights for differentiated drug candidates for which we can utilize the advantages of development in China to
establish proof of concept prior to pursuing further late-stage development for the global market.

« Build a fully integrated platform with drug discovery, development, manufacturing and commercialization capabilities in China
and expand globally. \We will continue to execute our strategy to become a fully integrated biopharmaceutical company in China serving
the global market. By focusing on developing and commercializing our late-stage in-licensed drug candidates in parallel with expanding our
earlier-stage internal research and discovery capabilities, we believe we can rapidly establish a fully integrated manufacturing and
commercialization platform.

« Leverage our senior management’s experience. Our management team has extensive experience in the pharmaceutical industry in the
United States and China and is led by our Chief Executive Officer, Samantha Du, Ph.D., who is widely recognized as a leading figure in the
China biotech industry.

Risks associated with our business

There are a number of risks that you should understand before making an investment decision regarding this offering. These risks are
discussed more fully in the section entitled “Risk factors” following this prospectus summary. These risks include, but are not limited to:

* We have incurred significant losses since our inception, including a net loss of $37.5 million for the year ended December 31, 2016, and
anticipate that we will continue to incur losses in the future and may never achieve or maintain profitability.

« Even if we consummate this offering, we will likely need substantial additional funding for our drug development programs and
commercialization efforts, which may not be available on acceptable terms, or at all. If we are unable to raise capital on acceptable terms
when needed, we could incur losses or be forced to delay, reduce or terminate such efforts.

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

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

« |f we breach our license or other intellectual property-related agreements for our drug candidates or otherwise experience disruptions to our
business relationships with our licensors, we could lose the ability to continue the development and commercialization of our drug
candidates.
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¢ Our future success depends on our ability to retain key executives and to attract, retain and motivate qualified personnel.

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

« Pharmaceutical companies in China are required to comply with extensive regulations and hold a number of permits and licenses to carry
on their business. Our ability to obtain and maintain these regulatory approvals is uncertain, and future government regulation may place
additional burdens on our efforts to commercialize our drug candidates.

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

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

Corporate information

Zai Lab Limited was incorporated in the Cayman Islands on March 28, 2013 as an exempted company with limited liability under the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands, which we refer to as the Companies Law. The
address of our registered office in the Cayman Islands is Harbour Place 2nd Floor, 103 South Church Street, P.O. Box 472, George Town,
Grand Cayman KY1-1106, Cayman Islands. Our principal executive offices are located at 4560 Jinke Road, Bldg. 1, 4F, Pudong, Shanghai,
China 201210. Our telephone number at that address is +86 21 6163 2588.

Investor inquiries should be directed to us at the address and telephone number of our principal executive offices set forth above. Our website
address is www.zailaboratory.com. Our website and the information contained on our website do not constitute a part of this prospectus. Our
agent for service of process in the United States is Law Debenture Corporate Services Inc., located at 801 2nd Avenue, Suite 403, New York,
New York 10017.

Implications of being an emerging growth company and a foreign private issuer

As a company with less than $1.07 billion in revenue during our most recently completed fiscal year as of the initial filing date of the
registration statement of which this prospectus forms a part, we qualify as an “emerging growth company” as defined in Section 2(a) of the
Securities Act of 1933, as amended, which we refer to as the Securities Act, as modified by the Jumpstart our Business Startups Act of 2012,
or the JOBS Act. As an emerging growth company, we may take advantage of specified reduced disclosure and other requirements that are
otherwise applicable generally to public companies that are not emerging growth companies. These provisions include exemption from the
auditor attestation requirement in the assessment of our internal control over financial reporting. The JOBS Act permits an emerging growth
company such as us to take advantage of an extended transition period to comply with new or revised accounting standards applicable to
public companies.

Upon consummation of this offering, we will report under the Securities Exchange Act of 1934, as amended, or the Exchange Act, as a
non-U.S. company with foreign private issuer status. As a foreign private issuer, we may take advantage of certain provisions in the Nasdaq
listing rules that allow us to follow Cayman Islands law for
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certain corporate governance matters. See “Management—Foreign private issuer status.” Even after we no longer qualify as an emerging
growth company, as long as we qualify as a foreign private issuer under the Exchange Act, we will be exempt from certain provisions of the
Exchange Act that are applicable to U.S. domestic public companies, including:

¢ the sections of the Exchange Act regulating the solicitation of proxies, consents or authorizations in respect of a security registered under
the Exchange Act;

¢ the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and trading activities and liability for
insiders who profit from trades made in a short period of time;

« the rules under the Exchange Act requiring the filing with the Securities and Exchange Commission, or SEC, of quarterly reports on
Form 10-Q containing unaudited financial and other specified information, or current reports on Form 8-K, upon the occurrence of specified
significant events; and

« Regulation Fair Disclosure, or Regulation FD, which regulates selective disclosures of material information by issuers.
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The offering

ADSs offered by us

ADSs to be outstanding
immediately after completion of
this offering

Ordinary shares to be outstanding
immediately
after completion of this offering

The ADSs

Depositary

Option to purchase
additional ADSs

Use of proceeds

8,000,000 ADSs.

8,000,000 ADSs (9,200,000 ADS:s if the underwriters exercise their option to purchase additional ADSs
in full).

49,049,731 ordinary shares (50,249,731 ordinary shares if the underwriters exercise their option to
purchase additional ADSs in full). Immediately after completion of this offering and assuming the
underwriters do not exercise their option to purchase additional ADSs, approximately 16.31% of our
ordinary shares represented by ADSs will be held by our public shareholders.

Each ADS represents one ordinary share, par value $0.00006 per share. The ADSs may be evidenced
by ADRs.

The depositary will hold the ordinary shares underlying your ADSs, and you will have the rights of an
ADS holder as provided in the deposit agreement among us, the depositary and the holders and
beneficial owners of ADSs.

If we declare dividends on our ordinary shares, the depositary will pay you the cash dividends and other
distributions it receives on our ordinary shares, after deducting its fees and expenses.

You may turn in your ADSs to the depositary for cancellation and receipt of the corresponding ordinary
shares. The depositary will charge you fees for the cancellation of ADSs and delivery of the
corresponding ordinary shares.

We may amend or terminate the deposit agreement without your consent. If an amendment becomes
effective and you continue to hold your ADSs, you will be bound by the deposit agreement as amended.

To better understand the terms of the ADSs, you should carefully read “Description of American
depositary shares” in this prospectus. You should also read the deposit agreement, which is filed as an
exhibit to the registration statement that includes this prospectus.

Citibank, N.A.

The underwriters have an option for a period of 30 days after the date of this prospectus to purchase up
to an additional 1,200,000 ADSs.

We estimate that the net proceeds from this offering will be approximately $123.2 million, or
approximately $142.2 million if the underwriters exercise their
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option to purchase additional ADSs in full, at an assumed initial public offering price of $17.00 per ADS,
the midpoint of the price range set forth on the cover of this prospectus, after deducting the estimated
underwriting discounts and commissions and estimated offering expenses payable by us.

We intend to use the net proceeds of this offering to advance the clinical development of our multiple
drug candidates and for working capital and other general corporate purposes. See “Use of proceeds”
for additional information.

Dividend policy We do not expect to pay any dividends on our ADSs in the foreseeable future.

Risk factors You should read the “Risk factors” section of this prospectus for a discussion of factors to consider
carefully before deciding to invest in our ADSs.

Proposed Nasdaq trading symbol We have applied for listing of the ADSs on the Nasdaq Global Market under the symbol “ZLAB.”

Indications of interest Certain institutional investors have indicated an interest in purchasing up to an aggregate of
$30.0 million in ADSs in this offering. However, because indications of interest are not binding
agreements or commitments to purchase, the underwriters may determine to sell more, less or no
ADSs in this offering to any of these investors, or any of these investors may determine to purchase
more, less or no ADSs in this offering, including as a result of the pricing terms. The underwriters will
receive the same underwriting discounts on any ADSs purchased by these investors as they will on any
other ADSs sold to the public in this offering.

The number of ordinary shares outstanding after this offering is based on 12,067,487 ordinary shares outstanding as of June 30, 2017, and
excludes:

¢ 6,448,415 shares issuable upon the exercise of options outstanding as of June 30, 2017 pursuant to our 2015 Omnibus Equity Incentive
Plan (the “2015 Plan”) at a weighted-average exercise price of $1.01 per share; and

e 1,924,327 shares reserved for future issuance under our 2017 Equity Incentive Plan (the “2017 Equity Plan”), which was adopted in
connection with this offering.

Unless otherwise indicated, this prospectus reflects and assumes the following:

« the effectiveness of our fourth amended and restated memorandum and articles of association, which will occur immediately upon the
closing of this offering;

« the conversion of our outstanding preferred shares into an aggregate of 28,520,436 ordinary shares upon the closing of this offering;®

W n connection with the completion of this offering, all of our preferred shares will convert into ordinary shares. Other than our Series C

preferred shares, all outstanding preferred shares convert to ordinary shares on a one-to-one basis. Our Series C preferred shares
convert to ordinary shares on the basis of a formula that is based on the price of this offering. Assuming an initial public offering price of
$17.00 per ADS (the midpoint of the range set forth on the cover of this prospectus), the 1,998,958 outstanding shares of Series C
preferred shares would convert into 2,076,119 ordinary shares. See “Series C conversion” for further discussion.
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» 461,808 shares issuable upon the exercise of outstanding warrants as of June 30, 2017 at an exercise price of $2.1651 per share;®?
¢ no issuance or exercise of options on or after June 30, 2017,
« no exercise by the underwriters of their option to purchase up to an additional 1,200,000 ADSs in this offering; and

« a one-for-six reverse stock split of our ordinary shares and preferred shares effected on August 30, 2017.

2 On July 19, 2017, the investor holding the warrants exercised the warrants to purchase the full 461,808 Series Al preferred shares,

which will convert into 461,808 ordinary shares upon the closing of this offering.

11
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Our summary consolidated financial data
The following summary consolidated financial data for the years ended December 31, 2015 and December 31, 2016 and the selected balance
sheet data as of December 31, 2015 and December 31, 2016 have been derived from our audited consolidated financial statements
appearing elsewhere in this prospectus. The summary consolidated financial data for the six months ended June 30, 2016 and June 30, 2017
and the selected balance sheet data as of June 30, 2017 have been derived from our unaudited condensed consolidated financial statements
appearing elsewhere in this prospectus. The unaudited condensed interim consolidated financial statements reflect, in the opinion of
management, all adjustments of a normal, recurring nature that are necessary for the fair presentation of the financial statements. Our
consolidated financial statements appearing in this prospectus have been prepared in accordance with U.S. generally accepted accounting
principles, or U.S. GAAP.
Our historical results for any prior period are not necessarily indicative of results to be expected in any future period. The following information
should be read in conjunction with “Risk factors,” “Capitalization,” “Management’s discussion and analysis of financial condition and results of
operations” and our consolidated financial statements and the related notes included elsewhere in this prospectus.
Six months ended June 30, Year ended December 31,
(in thousands, except share and per share data) 2016 2017 2015 2016
Research and development expenses $ (8,778) $ (20,874) $ (13,587) $ (32,149)
General and administrative expenses (2,377) (4,041) (2,762) (6,380)
Loss from operations (11,155) (24,915) (16,349) (38,529)
Interest income 64 286 5 403
Fair value of warrants (920) 200 (1,980) (2,920)
Other income 176 11 341 2,534
Other expense — (1) (39) —
Loss before income taxes (11,835) (24,419) (18,022) (37,512)
Income tax expense — — — —
Net loss $ (11,835) $  (24,419) $ (18,022) $ (37,512)
Weighted-average shares used in calculating net loss per
ordinary share, basic and diluted(1) 9,242,327 10,630,041 8,693,655 9,439,028
Net loss per share, basic and diluted(1) (1.28) (2.30) (2.07) (3.97)
Junzss?)f As of December 31,
(in thousands) 2017 2015 2016
Balance sheet data:
Cash and cash equivalents $ 92,562 $ 13,161 $ 83,949
Total assets 103,865 13,940 88,907
Total shareholders’ deficits (71,152) (18,370) (51,552)
Total current liabilities 9,630 3,941 5,173
Total non-current liabilities 880 62 778
1) Sﬁe Note 2 within our notes to our financial statements appearing elsewhere in this prospectus for a description of the method used to calculate basic and diluted net loss per
Share.
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Risk factors

Investing in our ADSs involves a high degree of risk. You should carefully consider the risks and uncertainties described below together with all of
the other information contained in this prospectus, including our consolidated financial statements and their related notes appearing at the end of
this prospectus, before deciding to invest in our ADSs. If any of the following risks actually occurs, our business, prospects, operating results and
financial condition could suffer materially, the trading price of our ADSs could decline and you could lose all or part of your investment. The risks
and uncertainties described below are not the only ones we face. Additional risks and uncertainties not presently known to us or that we currently
believe to be immaterial may also adversely affect our business.

Risks related to our financial position and need for additional capital

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

We are a clinical stage biopharmaceutical company with a limited operating history. Investment in biopharmaceutical product development is highly
speculative because it entails substantial upfront capital expenditures and significant risk that a drug candidate will fail to gain regulatory approval
or become commercially viable. To date, we have financed our activities primarily through private placements. We have not generated any revenue
from product sales to date, and we continue to incur significant development and other expenses related to our ongoing operations. As a result, we
are not profitable and have incurred losses in each period since our inception in 2014. For the two years ended December 31, 2016 and 2015, we
reported a net loss of $37.5 million and $18.0 million, respectively.

We expect to continue to incur losses in the foreseeable future, and we expect these losses to increase as we:
« continue our development and commence clinical trials of our drug candidates;

« seek regulatory approvals for our drug candidates that successfully complete clinical trials;

« commercialize any of our drug candidates for which we may obtain marketing approval;

e complete construction of and maintain our manufacturing facilities;

« hire additional clinical, operational, financial, quality control and scientific personnel;

« establish a sales, marketing and commercialization infrastructure for any products that obtain regulatory approval,
« seek to identify additional drug candidates;

< obtain, maintain, expand and protect our intellectual property portfolio;

« enforce and defend intellectual property-related claims; and

e acquire or in-license other intellectual property, drug candidates and technologies.

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

Even if we consummate this offering, we will likely need substantial additional funding for our drug development programs and
commercialization efforts, which may not be available on acceptable terms, or at all. If we are unable to raise capital on acceptable terms
when needed, we could incur losses or be forced to delay, reduce or terminate such efforts.

To date, we have financed our activities primarily through private placements. Through June 30, 2017, we have raised $164.5 million in equity
financing. Our operations have consumed substantial amounts of cash since inception. The net cash used in our operating activities was

$11.5 million and $32.2 million for the years ended December 31, 2015 and 2016, respectively, and $8.8 million and $17.7 million for the six
months ended June 30, 2016 and 2017, respectively. We expect our expenses to increase significantly in connection with our ongoing activities,
particularly as we advance the clinical development of our four clinical-stage drug candidates and continue research and development of our
preclinical-stage drug candidates and initiate additional clinical trials of, and seek regulatory approval for, these and other future drug candidates.
In addition, if we obtain regulatory approval for any of our drug candidates, we expect to incur significant commercialization expenses related to
product manufacturing, marketing, sales and distribution. In particular, the costs that may be required for the manufacture of any drug candidate
that receives regulatory approval may be substantial as we may have to modify or increase the production capacity at our current manufacturing
facilities or contract with third-party manufacturers. We may also incur expenses as we create additional infrastructure to support our operations as
a U.S. public company. Accordingly, we will likely need to obtain substantial additional funding in connection with our continuing operations through
public or private equity offerings, debt financing, collaborations or licensing arrangements or other sources. If we are unable to raise capital when
needed or on acceptable terms, we could incur losses and be forced to delay, reduce or terminate our research and development programs or any
future commercialization efforts.

We believe our cash and cash equivalents as of June 30, 2017, combined with the net proceeds from this offering, will enable us to fund our
operating expenses and capital expenditure requirements through fiscal year 2020. We have based this estimate on assumptions that may prove
to be wrong, and we could use our capital resources sooner than we currently expect. Our future capital requirements will depend on many factors,
including:

< the number and development requirements of the drug candidates we pursue;
« the scope, progress, timing, results and costs of researching and developing our drug candidates, and conducting pre-clinical and clinical trials;
« the cost, timing and outcome of regulatory review of our drug candidates;

¢ the cost and timing of future commercialization activities, including product manufacturing, marketing, sales and distribution, for any of our drug
candidates for which we receive regulatory approval;

 the cash received, if any, received from commercial sales of any drug candidates for which we receive regulatory approval;
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« our ability to establish and maintain strategic partnerships, collaboration, licensing or other arrangements and the financial terms of such
agreements;

« the cost, timing and outcome of preparing, filing and prosecuting patent applications, maintaining and enforcing our intellectual property rights
and defending any intellectual property-related claims;

« the extent to which we acquire or in-license other drug candidates and technologies;
¢ our headcount growth and associated costs; and
e the costs of operating as a public company in the United States.

Raising additional capital may cause dilution to our shareholders, restrict our operations or require us to relinquish rights to our
technologies or drug candidates.

Identifying and acquiring rights to develop potential drug candidates and conducting pre-clinical testing and clinical trials is a time-consuming,
expensive and uncertain process that may take years to complete, and our commercial revenue, if any, will be derived from sales of drug
candidates that we do not expect to be commercially available until we receive regulatory approval, if at all. We may never generate the necessary
data or results required to obtain regulatory approval and achieve product sales, and even if one or more of our drug candidates is approved, they
may not achieve commercial success. Accordingly, we will need to continue to rely on additional financing to achieve our business objectives.
Adequate additional financing may not be available to us on acceptable terms, or at all.

We may seek additional funding through a combination of equity offerings, debt financings, collaborations, licensing arrangements, strategic
alliances and marketing or distribution arrangements. To the extent that we raise additional capital through the sale of equity or convertible debt
securities, 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 ADSs. 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 ADSs to decline. In the event that we enter into collaborations or licensing arrangements to raise capital, we may be required to
accept unfavorable terms, including relinquishing or licensing to a third party on unfavorable terms our rights to technologies or drug candidates
that we otherwise would seek to develop or commercialize ourselves or potentially reserve for future potential arrangements when we might be
able to achieve more favorable terms.

Risks related to our business and industry

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

We commenced our operations in 2014. Our operations to date have been limited to organizing and staffing our company, identifying potential
partnerships and drug candidates, acquiring product and technology rights, and conducting research and development activities for our drug
candidates. We have not yet demonstrated the ability to successfully complete large-scale, pivotal clinical trials. We have also not yet obtained
regulatory approval for, or demonstrated an ability to manufacture or commercialize, any of our drug candidates. Consequently, any predictions
about our future success, performance or viability may not be as accurate as they could be if we had a longer operating history and/or approved
products on the market.
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Our limited operating history, particularly in light of the rapidly evolving drug research and development industry in which we operate, may make it
difficult to evaluate our current business and prospects for future performance. Our short history makes any assessment of our future performance
or viability subject to significant uncertainty. We will encounter risks and difficulties frequently experienced by early-stage companies in rapidly
evolving fields as we seek to transition to a company capable of supporting commercial activities. In addition, as a new business, we may be more
likely to encounter unforeseen expenses, difficulties, complications and delays due to limited experience. If we do not address these risks and
difficulties successfully, our business will suffer.

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

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

« successful completion of pre-clinical and/or clinical studies;
¢ successful enrollment in, and completion of, clinical trials;

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

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

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

* making and maintaining arrangements with third-party manufacturers;

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

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

« effectively competing with other therapies and alternative drugs;

¢ obtaining and maintaining healthcare coverage and adequate reimbursement;

» successfully enforcing and defending intellectual property rights and claims; and

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

The success of our business is dependent upon our ability to develop and commercialize our clinical-stage drug candidates, particularly niraparib,
which received FDA approval as maintenance treatment for recurrent
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ovarian cancer patients. As niraparib has been approved in the United States, if approved by the EMA, we anticipate commercializing niraparib in
Hong Kong and Macau approximately 12 months after it is approved by the EMA. We anticipate initiating Phase Il studies of niraparib in patients
with recurrent platinum-sensitive ovarian cancer as a second-line maintenance therapy in the second half of 2017, and as a first-line maintenance
therapy in the first half of 2018. We also anticipate initiating a Phase Il study in patients with gBRCA positive breast cancer in the first half of 2018.
Additionally, we plan to study niraparib in patients with triple negative breast cancer, squamous-type non-small cell lung cancer and small cell lung
cancer in China. For omadacycline, we are in the technology transfer stage and plan to discuss our China development plan with key opinion
leaders and the CFDA. We initiated a Phase Il trial in advanced HCC patients in China to investigate ZL-2301’s optimal treatment schedule and
dosage as a second-line treatment in the second quarter of 2017 and, pending successful Phase Il results, plan to conduct a Phase Il registration
trial. As a result, our business is substantially dependent on our ability to complete the development of, obtain regulatory approval for, and
successfully commercialize niraparib, omadacycline and ZL-2301 and our other drug candidates in a timely manner.

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

We may allocate our limited resources to pursue a particular drug candidate or indication and fail to capitalize on drug candidates or
indications that may later prove to be more profitable or for which there is a greater likelihood of success.

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

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

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

» disagreement with the CFDA, FDA and EMA or comparable regulatory authorities regarding the number, design, size, conduct or
implementation of our clinical trials;

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

« failure of contract research organizations, or CROSs, clinical study sites or investigators to comply with the ICH-good clinical practice, or GCP,
requirements imposed by the CFDA, FDA and EMA or comparable regulatory authorities;

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

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

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

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

» the CFDA, FDA and EMA or comparable regulatory authorities not approving the manufacturing processes for our clinical and commercial
supplies;
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« changes in the approval policies or regulations of the CFDA, FDA or comparable regulatory authorities rendering our clinical data insufficient for
approval;

« the CFDA, FDA or comparable regulatory authorities restricting the use of our products to a narrow population; and
« our CROs or licensors taking actions that materially and adversely impact the clinical trials.

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

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

We plan to develop certain of our drug candidates for use as a combination therapy. For example, Tesaro, Inc., or Tesaro, is currently developing,
and we also plan to develop, niraparib as both a monotherapy and in combination with any potential anti-VEGF or PD-1/PD-L1 treatments.
However, we did not develop or obtain regulatory approval for, and we do not manufacture or sell, any anti-VEGF or PD-1/PD-L1 treatments or any
other therapeutic we use in combination with our drug candidates. We may also seek to develop our drug candidates in combination with other
therapeutics in the future.

If the CFDA, FDA or another regulatory agency revokes its approval of any anti-VEGF or PD-1/PD-L1 treatments or another therapeutic we use in
combination with our drug candidates, we will not be able to market our drug candidates in combination with such revoked therapeutic. If safety or
efficacy issues arise with these or other therapeutics that we seek to combine with our drug candidates in the future, we may experience significant
regulatory delays, and we may be required to redesign or terminate the applicable clinical trials. In addition, if manufacturing or other issues result
in a supply shortage of any anti-VEGF or PD-1/PD-L1 treatments or any other combination therapeutics, we may not be able to complete clinical
development of niraparib and/or another of our drug candidates on our current timeline or at all.

Even if one or more of our drug candidates were to receive regulatory approval for use in combination with any anti-VEGF or PD-1/PD-L1
treatments, as applicable, or another therapeutic, we would continue to be subject to the risk that the CFDA, FDA or another regulatory agency
could revoke its approval of the combination therapeutic, or that safety, efficacy, manufacturing or supply issues could arise with one of these
combination therapeutics. This could result in niraparib or one of our other products being removed from the market or being less successful
commercially.

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

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

Many of the companies against which we are competing or against which we may compete in the future have significantly greater financial
resources and expertise in research and development, manufacturing, pre-clinical testing, conducting clinical trials, obtaining regulatory approvals
and marketing approved drugs than we do. Mergers and acquisitions in the pharmaceutical, biotechnology and diagnostic industries may result in
even more resources being concentrated among a smaller number of our competitors. Smaller or early stage companies may also prove to be
significant competitors, particularly through collaborative arrangements with large and established companies. These competitors also compete
with us in recruiting and retaining qualified scientific and management personnel and establishing clinical trial sites and patient registration for
clinical trials, as well as in acquiring technologies complementary to, or necessary for, our programs.

Our commercial opportunities could be reduced or eliminated if our competitors develop and commercialize drugs that are safer, more effective,
have fewer or less severe side effects, are more convenient or are less expensive than drugs that we may develop. Our competitors also may
obtain CFDA, FDA or other regulatory approval for their drugs more rapidly than we may obtain approval for ours, which could result in our
competitors establishing a strong market position before we are able to enter the market. Additionally, technologies developed by our competitors
may render our potential drug candidates uneconomical or obsolete, and we may not be successful in marketing our drug candidates against
competitors.

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

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

There is a risk of failure for each of our drug candidates. It is difficult to predict when or if any of our drug candidates will prove effective and safe in
humans or will receive regulatory approval. Before obtaining regulatory approval from regulatory authorities for the sale of any drug candidate, our
drug candidates must complete pre-clinical studies and then conduct extensive clinical trials to demonstrate the safety and efficacy of our drug
candidates in humans. Clinical testing is expensive, difficult to design and implement, and can take many years to complete. The outcomes of
pre-clinical development testing and early clinical trials may not be predictive of the success of later clinical trials, and interim results of a clinical
trial do not necessarily predict final results. Moreover, pre-clinical and clinical data are often susceptible to varying interpretations and analyses,
and many companies that have believed their drug candidates performed satisfactorily in pre-clinical studies and clinical trials have nonetheless
failed to obtain regulatory approval of their drug candidates. Future clinical trials of our drug candidates may not be successful. For example,
ZL-2301 failed to meet its primary endpoint of overall survival noninferiority for ZL-2301 versus sorafenib in Phase Il trials in patients with HCC
conducted by Bristol-Myers Squibb Company, or Bristol-Myers Squibb, before we licensed the development rights from them. Although we believe
that ZL-2301 has the potential to be an effective treatment for Chinese patients and merits further clinical trials patients, we cannot guarantee that
our future clinical trials of ZL-2301 in Chinese patients will be successful.
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Commencement of clinical trials is subject to finalizing the trial design based on ongoing discussions with the CFDA, FDA and/or other regulatory
authorities. The CFDA, FDA and other regulatory authorities could change their position on the acceptability of trial designs or clinical endpoints,
which could require us to complete additional clinical trials or impose approval conditions that we do not currently expect. Successful completion of
our clinical trials is a prerequisite to submitting an NDA (or analogous filing) to the CFDA, FDA and/or other regulatory authorities for each drug
candidate and, consequently, the ultimate approval and commercial marketing of our drug candidates. We do not know whether the clinical trials
for our drug candidates will begin or be completed on schedule, if at all.

We may incur additional costs or experience delays in completing pre-clinical or clinical trials, or ultimately be unable to complete the
development and commercialization of our drug candidates.

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

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

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

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

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

« third-party contractors used in our clinical trials may fail to comply with regulatory requirements or meet their contractual obligations in a timely
manner, or at all, or may deviate from the clinical trial protocol or drop out of the trial, which may require that we add new clinical trial sites or
investigators;

« the ability to conduct a companion diagnostic test to identify patients who are likely to benefit from our drug candidates;

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

« the cost of clinical trials of our drug candidates may be greater than we anticipate;

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

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

We could encounter regulatory delays if a clinical trial is suspended or terminated by us or, as applicable, the IRBs or the ethics committee of the
institutions in which such trials are being conducted, by the data safety
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monitoring board, which is an independent group of experts that is formed to monitor clinical trials while ongoing, or by the CFDA, FDA or other
regulatory authorities. Such authorities may impose a suspension or termination due to a number of factors, including: a failure to conduct the
clinical trial in accordance with regulatory requirements or the applicable clinical protocols, inspection of the clinical trial operations or trial site by
the CFDA, FDA or other regulatory authorities that results in the imposition of a clinical hold, unforeseen safety issues or adverse side effects,
failure to demonstrate a benefit from using a drug, changes in governmental regulations or administrative actions or lack of adequate funding to
continue the clinical trial. Many of the factors that cause a delay in the commencement or completion of clinical trials may also ultimately lead to the
denial of regulatory approval of our drug candidates. Further, the CFDA, FDA or other regulatory authorities may disagree with our clinical trial
design or our interpretation of data from clinical trials, or may change the requirements for approval even after it has reviewed and commented on
the design for our clinical trials.

If we are required to conduct additional clinical trials or other testing of our drug candidates beyond those that are currently contemplated, if we are
unable to successfully complete clinical trials of our drug candidates or other testing, if the results of these trials or tests are not positive or are only
modestly positive or if there are safety concerns, we may:

« be delayed in obtaining regulatory approval for our drug candidates;

* not obtain regulatory approval at all;

< obtain approval for indications or patient populations that are not as broad as intended or desired;
* be subject to post-marketing testing requirements;

< encounter difficulties obtaining or be unable to obtain reimbursement for use of certain drugs;

* be subject to restrictions on the distribution and/or commercialization of drugs; and/or

¢ have the drug removed from the market after obtaining regulatory approval.

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

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

We may not be able to initiate or continue clinical trials for our drug candidates if we are unable to locate and enroll a sufficient number of eligible
patients to participate in these trials as required by the CFDA, FDA or similar regulatory authorities. In particular, we have designed many of our
clinical trials, and expect to design future trials, to include some patients with the applicable genomic mutation with a view to assessing possible
early evidence of potential therapeutic effect. Genomically defined diseases, however, may have relatively low prevalence, and it may be difficult to
identify patients with the applicable genomic mutation. In addition, for our trials studying niraparib in ovarian cancer patients and certain of our
other drug candidates, we plan to focus on enrolling patients who have failed their first or second-line treatments, which limits the total size of the
patient population available for such trials. The inability to enroll a sufficient number of patients with the applicable genomic alteration or that meet
other applicable criteria for our clinical trials would result in significant delays and could require us to abandon one or more clinical trials altogether.
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In addition, some of our competitors have ongoing clinical trials for drug candidates that treat the same indications as our drug candidates, and
patients who would otherwise be eligible for our clinical trials may instead enroll in clinical trials of our competitors’ drug candidates.

Patient enrollment may be affected by other factors including:

« the severity of the disease under investigation;

the total size and nature of the relevant patient population;

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

« the availability of an appropriate genomic screening test;

« the perceived risks and benefits of the drug candidate under study;

« the efforts to facilitate timely enrollment in clinical trials;

« the patient referral practices of physicians;

« the availability of competing therapies also undergoing clinical trials;
 the ability to monitor patients adequately during and after treatment; and
« the proximity and availability of clinical trial sites for prospective patients.

Enrollment delays in our clinical trials may result in increased development costs for our drug candidates, which could cause the value of our
company to decline and limit our ability to obtain additional financing.

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

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

Additionally, our drug candidates could cause undesirable side effects related to off-target toxicity. For example, many of the currently approved
PARP inhibitors have been associated with off-target toxicities. While we believe that the superior selectivity of niraparib has the potential to
significantly improve the unfavorable adverse off-target toxicity issues, if patients were to experience off-target toxicity, we may not be able to
achieve an effective dosage level (especially in combination therapies), receive approval to market, or achieve the commercial success we
anticipate with respect to, any of our drug candidates, which could prevent us from ever generating revenue or achieving profitability. Many
compounds that initially showed promise in early stage testing for treating cancer have later been found to cause side effects that prevented further
development of the compound.
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Clinical trials assess a sample of the potential patient population. With a limited number of patients and duration of exposure, rare and severe side
effects of our drug candidates may only be uncovered with a significantly larger number of patients exposed to the drug candidate. If our drug
candidates receive regulatory approval and we, our partners or others identify undesirable side effects caused by such drug candidates (or any
other similar drugs) after such approval, a number of potentially significant negative consequences could result, including:

« the CFDA, FDA or other comparable regulatory authorities may withdraw or limit their approval of such drug candidates;

« the CFDA, FDA or other comparable regulatory authorities may require the addition of labeling statements, such as a “boxed” warning or a
contra-indication;

* we may be required to create a medication guide outlining the risks of such side effects for distribution to patients;

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

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

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

« we may decide to remove such drug candidates from the marketplace;

e we could be sued and held liable for injury caused to individuals exposed to or taking our drug candidates; and
* our reputation may suffer.

Any of these events could prevent us from achieving or maintaining market acceptance of the affected drug candidates and could substantially
increase the costs of commercializing our drug candidates, if approved, and significantly impact our ability to successfully commercialize our drug
candidates and generate revenue.

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

The CFDA categorizes domestically-manufactured innovative drug applications as Category 1, provided such drug has a new and clearly defined
structure, pharmacological property and apparent clinical value and has not been marketed anywhere in the world. Domestically developed and
manufactured innovative drugs will be attributed to Category 1 for their CTA and NDA applications. While some multinational pharmaceutical
companies may file CTAs with the CFDA prior to approval of a drug in another country in order to take advantage of Category 1 classification, such
drug will most likely be assigned to Category 5 for NDA approval purposes because, based on historical observations, multinational
pharmaceutical companies will typically not prioritize applying for local manufacturing rights in China, hence subjecting the drug to the imported
drug status. Our CTAs for niraparib and ZL-2301 were approved as Category 1 drugs by the CFDA, and our CTA for ZL-2302 was accepted as a
Category 1 drug by the CFDA. Other than fugan, all our other clinical stage drug candidates are eligible for Category 1 designation. These two
categories have distinct approval pathways. We believe the local drug registration pathway is a faster and more efficient path to approval in the
China market
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than the imported drug registration pathway. The imported drug registration pathway is more complex and is evolving. Imported drug registration
applications in China may only be submitted after a drug has obtained an NDA approval and received the Certificate of Pharmaceutical Product
granted by a major drug regulatory authority, such as the FDA. A Category 1 designation by the CFDA may not be granted for any of our drug
candidates or may not lead to faster development or regulatory review or approval process. Moreover, a Category 1 designation does not increase
the likelihood that our drug candidates will receive regulatory approval.

Furthermore, there has been recent regulatory initiatives in China, including (i) the China’s State Council's August 2015 statement, Opinions on
Reforming the Review and Approval Process for Pharmaceutical Products and Medical Devices, which declared the Chinese government’s clear
determination to encourage transformation and upgrade of the pharmaceutical industry, (ii) the CFDA's November 2015 release, Circular
Concerning Several Policies on Drug Registration Review and Approval, with aims to accelerate the approval process of clinical trials and (iii) the
CFDA's February 2016 release, Opinions on Priority Review and Approval for Resolving Drug Registration Applications Backlog, which further
clarified that a fast track clinical trial approval or drug registration pathway will be available to certain designated drugs. As such, the regulatory
process in China is evolving and subject to change. Any future policies, or changes to current polices, that the CFDA approves might require us to
change our planned clinical study design or otherwise spend additional resources and effort to obtain approval of our drug candidates. In addition,
policy changes may contain significant limitations related to use restrictions for certain age groups, warnings, precautions or contraindications, or
may be subject to burdensome post-approval study or risk management requirements. If we are unable to obtain regulatory approval for our drug
candidates in one or more jurisdictions, or any approval contains significant limitations, we may not be able to obtain sufficient funding or generate
sufficient revenue to continue the development of our drug candidates or any other drug candidate that we may in-license, acquire or develop in
the future.

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

If the CFDA, FDA or a comparable regulatory authority approves any of our drug candidates, the manufacturing processes, labeling, packaging,
distribution, adverse event reporting, storage, advertising, promotion and recordkeeping for the drug will be subject to extensive and ongoing
regulatory requirements. These requirements include submissions of safety and other post-marketing information and reports, registration, and
continued compliance with cGMPs and GCPs. Any regulatory approvals that we receive for our drug candidates may also be subject to limitations
on the approved indicated uses for which the drug may be marketed or to the conditions of approval, or contain requirements for potentially costly
post-marketing testing, including Phase 1V studies for the surveillance and monitoring the safety and efficacy of the drug.

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

 restrictions on the marketing or manufacturing of the drug, withdrawal of the drug from the market, or voluntary or mandatory drug recalls;
« fines, warning letters or holds on clinical trials;
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« refusal by the CFDA, FDA or comparable regulatory authority to approve pending applications or supplements to approved applications filed by
us, or suspension or revocation of drug license approvals;

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

Any government investigation of alleged violations of law could require us to expend significant time and resources and could generate negative
publicity. Moreover, regulatory policies may change or additional government regulations may be enacted that could prevent, limit or delay
regulatory approval of our drug candidates. If we are not able to maintain regulatory compliance, regulatory approval that has been obtained may
be lost and we may not achieve or sustain profitability, which may harm our business, financial condition and prospects significantly.

The incidence and prevalence for target patient populations of our drug candidates are based on estimates and third-party sources. If
the market opportunities for our drug candidates are smaller than we estimate or if any approval that we obtain is based on a narrower
definition of the patient population, our revenue and ability to achieve profitability might be materially and adversely affected.

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

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

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

We are highly dependent on the expertise of the members of our research and development team, as well as the other principal members of our
management, including Samantha Du, our founder, Chairman and Chief Executive Officer. Although we have entered into employment letter
agreements with our executive officers, each of them may terminate their employment with us at any time with one months’ prior written notice. We
do not maintain “key person” insurance for any of our executives or other employees.

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

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

We expect to experience significant growth in the number of our employees and consultants and the scope of our operations, particularly in the
areas of drug development, regulatory affairs and business development. To manage our anticipated future growth, we must continue to implement
and improve our managerial, operational and financial systems, expand our facilities and continue to recruit and train additional qualified
personnel. Due to our limited financial resources and the limited experience of our management team in managing a company with such
anticipated growth, we may not be able to effectively manage the expansion of our operations or recruit and train additional qualified personnel.
The expansion of our operations may lead to significant costs and may divert our management and business development resources. Any inability
to manage growth could delay the execution of our business plans or disrupt our operations, and have a materially adverse effect on our business.

We have concluded that there is a material weakness in internal control over financial reporting in the past and cannot assure you that
additional material weaknesses will not be identified in the future. This weakness may not be timely eliminated and general reputational
harm could result or persist, which could materially and adversely affect our business, operations and financial condition. Our failure to
implement and maintain effective internal control over financial reporting could result in material misstatements in our financial
statements which could require us to restate financial statements, cause investors to lose confidence in our reported financial
information and have a negative effect on our stock price.

Prior to the completion of this offering, we have been a private company with limited accounting personnel to adequately execute our accounting
processes and other supervisory resources with which to address our internal control over financial reporting. Our management has not completed
an assessment of the effectiveness of our internal control over financial reporting and our independent registered public accounting firm has not
conducted an audit of our internal control over financial reporting. In the course of auditing our consolidated financial statements for the year ended
December 31, 2016, we and our independent registered public accounting firm identified one material weakness in our internal control over
financial reporting as of December 31, 2016, in accordance with the standards established by the Public Company Accounting Oversight Board of
the United States. A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting such that there is a
reasonable possibility that a material misstatement of our financial statements will not be prevented or detected on a timely basis. The material
weakness related to the lack of sufficient accounting personnel with U.S. GAAP knowledge and SEC financial reporting requirements for the
purpose of financial reporting, and lack of accounting policies and procedures over financial reporting in accordance with U.S. GAAP. We are
seeking to remedy this material weakness by adding staff with extensive U.S. GAAP experience to our accounting team and developing,
communicating and implementing an accounting policy manual for our financial reporting personnel for recurring transactions and period-end
closing processes, although no assurance can be given as to whether these steps will be sufficient. The implementation of these improvements
may increase our administrative expenses. To the extent these steps are not successful, we could be forced to incur additional management time
and expense.

We cannot assure you that additional material weaknesses or significant deficiencies in our internal control over financial reporting will not be
identified in the future. Any failure to maintain or implement required new or improved controls, or any difficulties we encounter in their
implementation, could result in additional
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significant deficiencies or material weaknesses, cause us to fail to meet our periodic reporting obligations or result in material misstatements in our
financial statements. Any such failure could also adversely affect the results of periodic management evaluations regarding the effectiveness of our
internal control over financial reporting. Furthermore, we will be required, pursuant to Section 404 of the Sarbanes-Oxley Act, to furnish a report by
management on, among other things, the effectiveness of our internal control over financial reporting as of the end of our fiscal year ending on
December 31, 2018. However, for as long as we are an “emerging growth company” under the JOBS Act, our independent registered public
accounting firm will not be required to attest to the effectiveness of our internal control over financial reporting pursuant to Section 404. We could
be an emerging growth company for up to five years. An independent assessment of the effectiveness of our internal control over financial
reporting could detect problems that our management’s assessment might not. The existence of a material weakness could result in errors in our
financial statements that could result in a restatement of financial statements, cause us to fail to meet our reporting obligations and cause investors
to lose confidence in our reported financial information, leading to a decline in our stock price.

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

While we currently have no specific plans to acquire any other businesses, we have, from time to time, evaluated acquisition opportunities and
may, in the future, make acquisitions of, or investments in, companies that we believe have products or capabilities that are a strategic or
commercial fit with our current drug candidates and business or otherwise offer opportunities for our company. In connection with these
acquisitions or investments, we may:

« issue stock that would dilute our ADS holders’ percentage of ownership;
¢ incur debt and assume liabilities; and
« incur amortization expenses related to intangible assets or incur large and immediate write-offs.

We also may be unable to find suitable acquisition candidates and we may not be able to complete acquisitions on favorable terms, if at all. If we
do complete an acquisition, we cannot assure you that it will ultimately strengthen our competitive position or that it will not be viewed negatively by
customers, financial markets or investors. Further, future acquisitions could also pose numerous additional risks to our operations, including:

« problems integrating the purchased business, products or technologies;

* increases to our expenses;

« the failure to have discovered undisclosed liabilities of the acquired asset or company;
« diversion of management’s attention from their day-to-day responsibilities;

« harm to our operating results or financial condition;

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

« potential loss of key employees, particularly those of the acquired entity.

We may not be able to complete one or more acquisitions or effectively integrate the operations, products or personnel gained through any such
acquisition without a material adverse effect on our business, financial condition and results of operations.
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If we are unable to establish sales and marketing capabilities or enter into agreements with third parties to market and sell our drug
candidates, we may be unable to generate any revenue.

We do not currently have an organization for the sales, marketing and distribution of pharmaceutical products and the cost of establishing and
maintaining such an organization may exceed the cost-effectiveness of doing so. In order to market any products that may be approved by the
CFDA, FDA and comparable regulatory authorities, we must build our sales, marketing, managerial and other non-technical capabilities or make
arrangements with third parties to perform these services. If we are unable to establish adequate sales, marketing and distribution capabilities,
whether independently or with third parties, we may not be able to generate product revenue and may not become profitable. We will be competing
with many companies that currently have extensive and well-funded sales and marketing operations. Without an internal commercial organization
or the support of a third party to perform sales and marketing functions, we may be unable to compete successfully against these more established
companies.

Reimbursement may not be immediately available for our drug candidates in China, the United States or other countries, which could
diminish our sales or affect our profitability.

The regulations that govern pricing and reimbursement for pharmaceuticals vary widely from country to country. In China, the Ministry of Human
Resources and Social Security of the PRC or provincial or local human resources and social security authorities, together with other government
authorities, review the inclusion or removal of drugs from the PRC’s National Drug Catalog for Basic Medical Insurance, Work-related Injury
Insurance and Maternity Insurance, or the National Reimbursement Drug List, or the NRDL, or provincial or local medical insurance catalogues for
the National Medical Insurance Program 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. These determinations are made based on a number of factors, including price and
efficacy.

In February 2017, the Ministry of Human Resources and Social Security of the PRC released a new edition of the NRDL, or the 2017 NRDL. The
2017 NRDL expands its scope by including an additional 339 drugs. The 2017 NRDL reflects an emphasis on innovative drugs and drugs that treat
cancer and other serious diseases. For instance, most of the innovative chemical drugs and biological products approved in China between 2008
and the first half of 2016 have been included in the 2017 NRDL or its candidate list. Most of our drug candidates targeted at treating oncology
diseases, including niraparib, are unlikely to be included in the NRDL for the National Medical Insurance Program at least in the short-term.
Products included in the NRDL are typically generic and essential drugs. Innovative drugs, like niraparib, have historically been more limited on
their inclusion in the NRDL due to the affordability of the government’s Basic Medical Insurance. More recently, the government has started to
include more innovative drugs in the 2017 NRDL. As a result, if we were to successfully launch commercial sales of our oncology-based drug
candidates, including niraparib, our revenue from such sales is largely expected to be self-paid by patients, which may make our drug candidates
less desirable. On the other hand, if the Ministry of Human Resources and Social Security of the PRC or any of its local counterparts accepts our
application for the inclusion of our drug candidates in the NRDL or provincial or local medical insurance catalogues, which may increase the
demand for our drug candidates, our potential revenue from the sales of our drug candidates may still decrease as a result of lower prices we may
be required to charge for our drug candidates that are included in the NRDL or provincial or local medical insurance catalogues.

In the United States, there have been and continue to be a number of legislative initiatives to contain healthcare costs which may affect
reimbursement rates of our drug candidates if approved. For example, in March 2010, the Patient Protection and Affordable Care Act, as amended
by the Health Care and Education Reconciliation Act, or the Affordable Care Act, was passed, which substantially changed the way health care is
financed by both governmental and private insurers. The Affordable Care Act, among other things, subjects biologic products to potential
competition by lower-cost biosimilars and establishes annual fees and taxes on manufacturers of certain branded prescription drugs. It also
establishes a new Medicare Part D coverage gap
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discount program, in which manufacturers must agree to offer 50% point-of-sale discounts off negotiated prices of applicable brand drugs to
eligible beneficiaries during their coverage gap period as a condition for the manufacturer’s outpatient drugs to be covered under Medicare Part D.
In addition, other legislative changes have been proposed and adopted in the United States since the Affordable Care Act was enacted. We expect
that additional U.S. state and federal healthcare reform measures will be adopted in the future, any of which could limit the amounts that federal
and state governments will pay for healthcare products and services, which could result in reduced demand for our drug candidates or additional
pricing pressures.

Some of the provisions of the Affordable Care Act have yet to be fully implemented, while certain provisions have been subject to judicial and
Congressional challenges. In January 2017, Congress voted to adopt a budget resolution for fiscal year 2017, that while not a law, is widely viewed
as the first step toward the passage of legislation that would repeal certain aspects of the Affordable Care Act. Further, on January 20, 2017,
President Trump signed an Executive Order directing federal agencies with authorities and responsibilities under the Affordable Care Act to waive,
defer, grant exemptions from, or delay the implementation of any provision of the Affordable Care Act that would impose a fiscal burden on states
or a cost, fee, tax, penalty or regulatory burden on individuals, healthcare providers, health insurers, or manufacturers of pharmaceuticals or
medical devices. Congress also could consider subsequent legislation to replace elements of the Affordable Care Act that are repealed. Thus, the
full impact of the Affordable Care Act, or any law replacing elements of it, on our business remains unclear. The implementation of cost
containment measures or other healthcare reforms may prevent us from being able to generate revenue, attain profitability, or commercialize our
drugs.

Moreover, eligibility for reimbursement in either China or the United States does not imply that any drug will be paid for in all cases or at a rate that
covers our costs, including licensing fees, research, development, manufacture, sale and distribution. Interim U.S. reimbursement levels for new
drugs, if applicable, may also not be sufficient to cover our costs and may not be made permanent. Reimbursement rates may vary according to
the use of the drug and the clinical setting in which it is used, may be based on reimbursement levels already set for lower cost drugs and may be
incorporated into existing payments for other services. Net prices for drugs may be reduced by mandatory discounts or rebates required by U.S.
government healthcare programs or private payors and by any future relaxation of laws that presently restrict imports of drugs from countries
where they may be sold at lower prices than in the United States. Third-party payors in the United States often rely upon Medicare coverage policy
and payment limitations in setting their own reimbursement policies. Our inability to promptly obtain coverage and profitable payment rates from
both government-funded and private payors for any approved drugs that we develop could have a material adverse effect on our operating results,
our ability to raise capital needed to commercialize drugs and our overall financial condition.

Pharmaceutical companies in China are required to comply with extensive regulations and hold a number of permits and licenses to
carry on their business. Our ability to obtain and maintain these regulatory approvals is uncertain, and future government regulation
may place additional burdens on our efforts to commercialize our drug candidates.

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

« obtain a pharmaceutical manufacturing permit and GMP certificate for each production facility from the CFDA and its relevant branches for
trading and distribution of drugs not manufactured by the drug registration certificate holder;
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« obtain a drug registration certificate, which includes a drug approval number, from the CFDA for each drug manufactured by us;
< obtain a pharmaceutical distribution permit and good supply practice, or GSP, certificate from the CFDA and its relevant branches; and

« renew the pharmaceutical manufacturing permits, the pharmaceutical distribution permits, drug registration certificates, GMP certificates and
GSP certificates every five years, among other requirements.

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

The regulatory framework governing the pharmaceutical industry in China is subject to change and amendment from time to time. Any such
change or amendment could materially and adversely impact our business, financial condition and prospects. The PRC government has
introduced various reforms to the Chinese healthcare system in recent years and may continue to do so, with an overall objective to expand basic
medical insurance coverage and improve the quality and reliability of healthcare services. The specific regulatory changes under the reform still
remain uncertain. The implementing measures to be issued may not be sufficiently effective to achieve the stated goals, and as a result, we may
not be able to benefit from such reform to the level we expect, if at all. Moreover, the reform could give rise to regulatory developments, such as
more burdensome administrative procedures, which may have an adverse effect on our business and prospects.

For further information regarding government regulation in China and other jurisdictions, see “Regulation—Government regulation of
pharmaceutical product development and approval,” “Regulation—Coverage and reimbursement” and “Regulation—Other healthcare laws.”

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

Our business relies, in large part, on our ability to develop and commercialize drug candidates we have licensed and sublicensed from third parties
including niraparib from Tesaro, ZL-2301 from Bristol-Myers Squibb, omadacycline from Paratek Bermuda, Ltd., a subsidiary of Paratek
Pharmaceuticals, Inc., or Paratek, fugan from GlaxoSmithKline (China) R&D Co., Ltd., an affiliate of GlaxoSmithKline plc, or GSK, ZL-2302 from
Sanofi and ZL-1101 from UCB Biopharma Sprl, an affiliate of Union Chimique Belge, or UCB. Because our licenses from Paratek, GSK and UCB
are granted to us by a subsidiary or an affiliate of Paratek, GSK or UCB, as applicable, our licenses may not encumber all intellectual property
rights owned or controlled by the affiliates of our licensors and relevant to our drug candidates. If we have not obtained a license to all intellectual
property rights owned or controlled by such affiliates of our licensors that are relevant to our drug candidates, we may need to obtain additional
licenses to such intellectual property rights which may not be available on an exclusive basis, on commercially reasonable terms or at all. In
addition, if our licensors breach such agreements, we may not be able to enforce such agreements against our licensors’ parent entity or affiliates.
Under each of our license and intellectual property-related agreements, in exchange for licensing or sublicensing us the right to develop and
commercialize the applicable drug candidates, our licensors will be eligible to receive from us milestone payments, tiered royalties from
commercial sales of such drug candidates, assuming relevant approvals from government authorities are obtained, or other payments. Our license
and intellectual property-related agreements also require us to comply with other obligations including development and diligence obligations,
providing certain information regarding our activities with respect to such drug candidates and/or maintaining the confidentiality of information we
receive from our licensors. For example, under our agreements relating to niraparib and ZL-2301, we are required to use commercially reasonable
efforts to conduct the necessary
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pre-clinical, clinical, regulatory and other activities necessary to develop and commercialize such drug candidates in the licensed territories. We are
also obligated to use commercially reasonable efforts to develop and commercialize omadacycline, fugan, ZL-2302 and ZL-1101 in certain of their
respective licensed territories, in each case, under their respective license agreements.

If we fail to meet any of our obligations under our license and intellectual property-related agreements, our licensors have the right to terminate our
licenses and sublicenses and, upon the effective date of such termination, have the right to re-obtain the licensed and sub-licensed technology and
intellectual property. If any of our licensors terminate any of our licenses or sublicenses, we will lose the right to develop and commercialize our
applicable drug candidates and other third parties may be able to market drug candidates similar or identical to ours. In such case, we may be
required to provide a grant back license to the licensors under our own intellectual property with respect to the terminated products. For example, if
our agreement with Sanofi for ZL-2302 terminates for any reason, we are required to grant Sanofi an exclusive license with respect to certain of
our owned patents and know-how that are necessary to exploit ZL-2302 in the field of oncology in the regions where the license is terminated. In
addition, if our agreements with UCB for ZL-1101 and Tesaro for niraparib terminate for any reason, we are required to grant UCB or Tesaro, as
applicable, an exclusive license to certain of our intellectual property rights that relate to ZL-1101 or niraparib, as applicable. While we would
expect to exercise all rights and remedies available to us, including seeking to cure any breach by us, and otherwise seek to preserve our rights
under the intellectual property rights licensed and sublicensed to us, we may not be able to do so in a timely manner, at an acceptable cost or at
all. In particular, some of the milestone payments are payable upon our drug candidates reaching development milestones before we have
commercialized, or received any revenue from, sales of such drug candidate, and we cannot guarantee that we will have sufficient resources to
make such milestone payments. Any uncured, material breach under the license agreements could result in our loss of exclusive rights and may
lead to a complete termination of our rights to the applicable drug candidate. Any of the foregoing could have a material adverse effect on our
business, financial conditions, results of operations, and prospects.

In addition, disputes may further arise regarding intellectual property subject to a license agreement, including, but not limited to:
« the scope of rights granted under the license agreement and other interpretation-related issues;

« the extent to which our technology and processes infringe, misappropriate or otherwise violate on intellectual property of the licensor that is not
subject to the licensing agreement;

« the sublicensing of patent and other rights under our collaborative development relationships;
< our diligence obligations under the license agreement and what activities satisfy those diligence obligations;

 the inventorship and ownership of inventions and know-how resulting from the joint creation or use of intellectual property by our licensors and
us and our partners; and

« the priority of invention of patented technology.

Moreover, certain of our licensors do not own some or all of the intellectual property included in the license, but instead have licensed such
intellectual property from a third party, and have granted us a sub-license. As a result, the actions of our licensors or of the ultimate owners of the
intellectual property may affect our rights to use our sublicensed intellectual property, even if we are in compliance with all of the obligations under
our license agreements. For example, our licenses from Tesaro and Paratek comprise sublicenses to us of certain intellectual property rights
owned by third parties that are not our direct licensors. If our licensors were to fail to comply with their obligations under the agreements pursuant
to which they obtain the rights that are

32



Table of Contents

sublicensed to us, or should such agreements be terminated or amended, our rights to the applicable licensed intellectual property may be
terminated or narrowed, our exclusive licenses may be converted to non-exclusive licenses, and our ability to produce and sell our products and
drug candidates may be materially harmed. In addition, our license from Paratek is limited to intellectual property rights under the control of
Paratek Bermuda, Ltd. To the extent Paratek Bermuda, Ltd. loses control over any of the licensed intellectual property rights for any reason, we will
no longer be licensed to such intellectual property rights to use, develop and otherwise commercialize omadacycline. Also, our license from GSK
for fugan includes license agreements between GSK and third parties, which were assigned to us. If we do not comply with our license agreement
with GSK or with such other third parties, any such agreements may be terminated or narrowed and we may lose our rights to the licensed
intellectual property rights and be required to cease development and commercialization of fugan. Any of the foregoing could have a material
adverse effect on our business, financial conditions, results of operations, and prospects.

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

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

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

« significant negative media attention and reputational damage;

« withdrawal of clinical trial participants and inability to continue clinical trials;
 significant costs to defend the related litigation;

« substantial monetary awards to trial participants or patients;

« the inability to commercialize any drug candidates that we may develop;

« initiation of investigations by regulators;

» adiversion of management’s time and our resources; and

« adecline in the ADS price.

Existing PRC laws and regulations do not require us to have, nor do we currently, maintain liability insurance to cover product liability claims. We
do not have business liability, or in particular, product liability insurance for each of our drug candidates. Any litigation might result in substantial
costs and diversion of resources. While we maintain liability insurance for certain clinical trials (which covers the patient human clinical trial
liabilities
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including, among others, bodily injury), this insurance may not fully cover our potential liabilities. Inability to obtain sufficient insurance coverage at
an acceptable cost or otherwise to protect against potential product liability claims could prevent or inhibit the commercialization of drugs we
develop, alone or with our collaborators.

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

Our internal discovery programs are at an early stage of development and will require significant investment and regulatory approvals prior to
commercialization. We currently have no drug candidates beyond pre-clinical trials under our internal discovery programs. Each of our drug
candidates will require additional clinical and preclinical development, management of clinical, preclinical and manufacturing activities, obtaining
regulatory approval, obtaining manufacturing supply, building of a commercial organization, substantial investment and significant marketing efforts
before they generate any revenue from product sales. We are not permitted to market or promote any of our drug candidates before we receive
regulatory approval from the CFDA, the FDA or comparable regulatory authorities, and we may never receive such regulatory approval for any
such drug candidates.

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

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

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

We rely on third parties to conduct our preclinical and clinical trials. If these third parties do not successfully carry out their contractual
duties or meet expected deadlines, we may not be able to obtain regulatory approval for or commercialize our drug candidates and our
business could be substantially harmed.

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

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

Because we rely on third parties, our internal capacity to perform these functions is limited. Outsourcing these functions involves risk that third
parties may not perform to our standards, may not produce results in a timely manner or may fail to perform at all. In addition, the use of third-party
service providers requires us to disclose our proprietary information to these parties, which could increase the risk that this information will be
misappropriated. We currently have a small number of employees, which limits the internal resources we have available to identify and monitor our
third-party providers. To the extent we are unable to identify and successfully manage the performance of third-party service providers in the future,
our business may be adversely affected. Though we carefully manage our relationships with our CROs, there can be no assurance that we will not
encounter similar challenges or delays in the future or that these delays or challenges will not have a material adverse impact on our business,
financial condition and prospects.

If we lose our relationships with CROs, our drug development efforts could be delayed.

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

We have no experience manufacturing our drug candidates on a large clinical or commercial scale and have built or just started building
our manufacturing facilities. We may be dependent on third party manufacturers for the manufacture of our drug candidates as well as
on third parties for our supply chain, and if we experience problems with any of these third parties, the manufacture of our drug
candidates or products could be delayed, which could harm our results of operations.

In early 2017 we built a small molecule facility capable of supporting clinical and commercial production and have begun construction of a large
molecule facility capable of supporting clinical production of our drug candidates. The construction of the large molecule facility is expected to be
completed in the first half of 2018. If either of these two facilities is unable to meet our intended production capacity in a timely fashion, we may
have to engage a CMO for the production of clinical supplies of our drug candidates.

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

If we were to rely on third-party manufacturers to manufacture our drug candidates, such reliance entails risks to which we would not be subject to
if we manufactured drug candidates or products ourselves, including reliance on the third party for regulatory compliance and quality assurance,
the possibility of breach of the manufacturing agreement by the third party because of factors beyond our control (including a failure to synthesize
and manufacture our drug candidates or any products we may eventually commercialize in accordance with our specifications) and the possibility
of termination or nonrenewal of the agreement by the third party, based on its own business priorities, at a time that is costly or damaging to us. In
addition, the CFDA and other regulatory authorities require that our drug candidates and any products that we may eventually commercialize be
manufactured according to cGMP standards. Any failure by our third-party manufacturers to comply with cGMP standards or failure to scale up
manufacturing processes, including any failure to deliver sufficient quantities of drug candidates in a timely manner, could lead to a delay in, or
failure to obtain, regulatory approval of any of our drug candidates. In addition, such failure could be the basis for the CFDA to issue a warning or
untitled letter, withdraw approvals for drug candidates previously granted to us, or take other regulatory or legal action, including recall or seizure,
total or partial suspension of production, suspension of ongoing clinical trials, refusal to approve pending applications or supplemental applications,
detention or product, refusal to permit the import or export of products, injunction, or imposing civil and criminal penalties.
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Any significant disruption in our potential supplier relationships could harm our business. We currently source key materials from third parties,
either directly through agreements with suppliers or indirectly through our manufacturers who have agreements with suppliers, as well as through
our licensors. We anticipate that, in the near term, all key materials will be sourced through third parties. There are a small number of suppliers for
certain capital equipment and key materials that are used to manufacture some of our drugs. Such suppliers may not sell these key materials to us
or our manufacturers at the times we need them or on commercially reasonable terms. We currently do not have any agreements for the
commercial production of these key materials. Any significant delay in the supply of a drug candidate or its key materials for an ongoing clinical
study could considerably delay completion of our clinical studies, product testing and potential regulatory approval of our drug candidates. If we or
our manufacturers are unable to purchase these key materials after regulatory approval has been obtained for our drug candidates, the
commercial launch of our drug candidates would be delayed or there would be a shortage in supply, which would impair our ability to generate
revenues from the sale of our drug candidates.

Furthermore, because of the complex nature of our compounds, we or our manufacturers may not be able to manufacture our compounds at a cost
or in quantities or in a timely manner necessary to make commercially successful products. In addition, as our drug development pipeline
increases and matures, we will have a greater need for clinical study and commercial manufacturing capacity. We have no experience
manufacturing pharmaceutical products on a commercial scale and some of our current suppliers will need to increase their scale of production to
meet our projected needs for commercial manufacturing, the satisfaction of which on a timely basis may not be met.

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

We have licensed and sublicensed patent rights from third parties for some of our development programs, including niraparib from Tesaro,
omadacycline from Paratek, ZL-2301 from Bristol-Myers Squibb and ZL-2302 from Sanofi. As a licensee and sublicensee of third parties, we rely
on these third parties to file and prosecute patent applications and maintain patents and otherwise protect the licensed intellectual property under
certain of our license agreements. In addition, we have not had and do not have primary control over these activities for certain of our patents or
patent applications and other intellectual property rights that we jointly own with certain of our licensors and sub-licensors. We cannot be certain
that these patents and patent applications have been or will be prepared, filed, prosecuted or maintained by such third parties in compliance with
applicable laws and regulations, in a manner consistent with the best interests of our business, or in a manner that will result in valid and
enforceable patents or other intellectual property rights that cover our drug candidates. If our licensors or such third parties fail to prepare,
prosecute, or maintain such patent applications and patents, or lose rights to those patent applications or patents, the rights we have licensed may
be reduced or eliminated, and our right to develop and commercialize any of our drug candidates that are subject of such licensed rights could be
adversely affected.

Pursuant to the terms of the license agreements with some of our licensors, the licensors may have the right to control enforcement of our licensed
patents or defense of any claims asserting the invalidity or unenforceability of these patents. For example, under our agreement with Bristol-Myers
Squibb for ZL-2301, Bristol-Myers Squibb has the first right to enforce the licensed patents in China, Hong Kong and Macau, subject to certain
exceptions. In addition, with respect to the patent portfolio for omadacycline, which we sub-license from Paratek, Paratek has the first right to
enforce such patent portfolio in territories outside of China, Hong Kong, Macau and Taiwan. Similarly, with respect to the patent portfolio for
niraparib, which we sub-license from Tesaro, we have the first right to enforce such patent portfolio within China, Hong Kong and Macau. However,
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Tesaro maintains the right to enforce such patent portfolio in all other territories or, if we fail to bring an action within 90 days within China, Hong
Kong or Macau, Tesaro can control such enforcement actions in those areas as well. In the case where Tesaro controls such enforcement actions,
although we have rights to consult with Tesaro on such actions within China, Hong Kong and Macau, rights granted by Tesaro under niraparib to
another licensee, such as Janssen Biotech, Inc. to whom Tesaro has granted an exclusive right to develop niraparib for the treatment of prostate
cancer, could potentially influence Tesaro’s interests in the exercise of its prosecution, maintenance and enforcement rights in a manner that may
favor the interests of such other licensee as compared with us, which could have a material adverse effect on our business, financial conditions,
results of operations and prospects.

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

Other risks and risks related to doing business in China

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

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

Although we maintain workers’ compensation insurance to cover costs and expenses incurred due to on-the-job injuries to our employees and third
party liability insurance for injuries caused by unexpected seepage, pollution or contamination, such insurance may not provide adequate coverage
against potential liabilities. Furthermore, the PRC government may take steps towards the adoption of more stringent environmental regulations.
Due to the possibility of unanticipated regulatory or other developments, the amount and timing of future environmental expenditures may vary
substantially from those currently anticipated. If there is any unanticipated change in the environmental regulations, we may need to incur
substantial capital expenditures to install, replace, upgrade or supplement our manufacturing facility and equipment or make operational changes
to limit any adverse impact or potential adverse impact on the environment in order to comply with new environmental protection laws and
regulations. If such costs become prohibitively expensive, we may be forced to cease certain aspects of our business operations.
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The PRC’s economic, political and social conditions, as well as governmental policies, could affect the business environment and
financial markets in China, our ability to operate our business, our liquidity and our access to capital.

Substantially all of our operations are conducted in China. Accordingly, our business, results of operations, financial condition and prospects may
be influenced to a significant degree by economic, political, legal and social conditions in China. 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 30 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.

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

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

In January 2015, the Ministry of Commerce of the PRC, or the MOFCOM, published a discussion draft of the proposed Foreign Investment Law.
The MOFCOM has solicited comments on this draft and substantial uncertainties exist with respect to its enactment timetable, interpretation and
implementation. If enacted as proposed, the Foreign Investment Law may materially impact our current corporate governance practice and
business operations in many aspects and may increase our compliance costs. For instance, the proposed Foreign Investment Law would impose
stringent ad hoc and periodic information reporting requirements on foreign investors and the applicable foreign invested entities. Depending on
the seriousness of the circumstances, non-compliance with the information reporting obligations, concealment of information or providing
misleading or false information could result in monetary fines or criminal charges. In addition, the draft Foreign Investment Law embodies an
expected PRC regulation trend of rationalizing the foreign investment regulatory regime in line with prevailing international practice and the
legislative efforts to unify the corporate legal requirements for both foreign and domestic investments.
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Additionally, the CFDA's recent reform of the drug and approval system may face implementation challenges. The timing and full impact of such
reforms is uncertain and could prevent us from commercializing our drug 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.

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

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

Restrictions on currency exchange may limit our ability to receive and use financing in foreign currencies, including proceeds from this
offering, effectively.

Our PRC subsidiaries’ ability to obtain foreign exchange is subject to significant foreign exchange controls and, in the case of transactions under
the capital account, requires the approval of and/or registration with PRC government authorities, including the state administration of foreign
exchange, or SAFE. In particular, if we finance our PRC subsidiaries by means of foreign debt from us or other foreign lenders, the amount is not
allowed to, among other things, exceed the statutory limits and such loans must be registered with the local counterpart of the SAFE. If we finance
our PRC subsidiaries by means of additional capital contributions, the amount of these capital contributions must first be approved or filed by the
relevant government approval authority.

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

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

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

To our knowledge, there are no PRC residents who hold direct or indirect interests in our company, and we will request PRC residents who we
know hold direct or indirect interests in our company, if any, to make the necessary applications, filings and amendments as required under SAFE
Circular 37 and other related rules. However, we may not be informed of the identities of all the PRC residents holding direct or indirect interest in
our company, and we cannot provide any assurance that these PRC residents will comply with our request to make or obtain any applicable
registrations or comply with other requirements under SAFE Circular 37 or other related rules. The failure or inability of our PRC resident
shareholders to comply with the registration procedures set forth in these regulations may subject us to fines and legal sanctions, restrict our cross-
border investment activities, limit the ability of our wholly foreign-owned subsidiaries in China to distribute dividends and the proceeds from any
reduction in capital, share transfer or liquidation to us, and we may also be prohibited from injecting additional capital into these subsidiaries.
Moreover, failure to comply with the various foreign exchange registration requirements described above could result in liability under PRC law for
circumventing applicable foreign exchange restrictions. As a result, our business operations and our ability to distribute profits to you could be
materially and adversely affected.

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

PRC regulations and rules concerning mergers and acquisitions including the Regulations on Mergers and Acquisitions of Domestic Companies by
Foreign Investors, or the M&A Rules, and other recently adopted regulations and rules with respect to mergers and acquisitions established
additional procedures and requirements that could make merger and acquisition activities by foreign investors more time consuming and complex.
For example, the M&A Rules require that the MOFCOM be notified in advance of any change-of-control transaction in which a foreign investor
takes control of a PRC domestic enterprise, if (i) any important industry is concerned, (ii) such transaction involves factors that have or may have
impact on the national economic security, or (iii) such transaction will lead to a change in control of a domestic enterprise which holds a famous
trademark or PRC time-honored brand. Moreover, according to the Anti-Monopoly Law of PRC promulgated on August 30, 2007 and the
Provisions on Thresholds for Prior Notification of Concentrations of Undertakings, or the Prior Notification Rules issued by the State Council in
August 2008, the concentration of business undertakings by way of mergers, acquisitions or contractual arrangements that allow one market player
to take control of or to exert decisive impact on another market player must also be notified in advance to the MOFCOM when the threshold is
crossed and such concentration shall not be implemented without the clearance of prior notification. In addition, the Regulations on Implementation
of Security Review System for the Merger and Acquisition of Domestic Enterprise by Foreign Lenders, or the Security Review Rules issued by the
MOFCOM that became effective in September 2011 specify that mergers and acquisitions by foreign investors that raise “national defense and
security” concerns and mergers and acquisitions through which foreign investors may
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acquire the de facto control over domestic enterprises that raise “national security” concerns are subject to strict review by the MOFCOM, and the
rules prohibit any activities attempting to bypass a security review by structuring the transaction through, among other things, trusts, entrustment or
contractual control arrangements. In the future, we may grow our business by acquiring complementary businesses. Complying with the
requirements of the above-mentioned regulations and other relevant rules to complete such transactions could be time consuming, and any
required approval processes, including obtaining approval from the MOFCOM or its local counterparts may delay or inhibit our ability to complete
such transactions. It is unclear whether our business would be deemed to be in an industry that raises “national defense and security” or “national
security” concerns. However, the MOFCOM or other government agencies may publish explanations in the future determining that our business is
in an industry subject to the security review, in which case our future acquisitions in the PRC, including those by way of entering into contractual
control arrangements with target entities, may be closely scrutinized or prohibited. Our ability to expand our business or maintain or expand our
market share through future acquisitions would as such be materially and adversely affected.

Our business benefits from certain financial incentives and discretionary 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. We received approximately $2.41 million and $0.36 million in financial incentives from local
governments in China relating to our business operations in 2016 and 2015, respectively. We also received approximately $0.37 million in financial
incentives from local governments in Australia as part of its tax incentive program in 2016. 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. Local governments
may decide to reduce or eliminate incentives 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 project therein. We cannot guarantee that we will satisfy all relevant conditions, and if we do so 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.

If we are classified as a PRC resident enterprise for PRC income tax purposes, such classification could result in unfavorable tax
consequences to us and our non-PRC shareholders or ADS holders.

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

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

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

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

We are a holding company, and we may rely on dividends and other distributions on equity paid by our PRC subsidiaries for our cash and financing
requirements, including the funds necessary to pay dividends and other cash distributions to our shareholders or to service any debt we may incur.
If any of our PRC subsidiaries incur debt on its own behalf in the future, the instruments governing the debt may restrict its ability to pay dividends
or make other distributions to us. Under PRC laws and regulations, our PRC subsidiaries, each of which is a wholly foreign-owned enterprise may
pay dividends only out of its respective accumulated profits as determined in accordance with PRC accounting standards and regulations. In
addition, a wholly foreign-owned 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 wholly foreign-owned enterprise
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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.

Our PRC subsidiaries generate primarily all of their revenue in renminbi, which is not freely convertible into other currencies. As result, any
restriction on currency exchange may limit the ability of our PRC subsidiaries to use their Renminbi revenues to pay dividends to us.

In response to the persistent capital outflow in China and renminbi’'s depreciation against U.S. dollar in the fourth quarter of 2016, the PBOC and
the SAFE have promulgated a series of capital control measure over recent months, including stricter vetting procedures for domestic companies
to remit foreign currency for overseas investments, dividends payments and shareholder loan repayments.

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

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

The indirect transfer of equity interest in PRC resident enterprises by a non-PRC resident enterprise, or Indirect Transfer, is potentially subject to
income tax in China at a rate of 10% on the gain if such transfer is considered as not having a commercial purpose and is carried out for tax
avoidance. The SAT has issued several rules and notices to tighten the scrutiny over acquisition transactions in recent years. SAT Circular 7 sets
out the scope of Indirect Transfers, which includes any changes in the shareholder’s ownership of a foreign enterprise holding PRC assets directly
or indirectly in the course of a group’s overseas restructuring, and the factors to consider in determining whether an Indirect Transfer has a
commercial purpose. An Indirect Transfer satisfying all the following criteria will be deemed to lack a bona fide commercial purpose and be taxable
under PRC laws: (i) 75% or more of the equity value of the intermediary enterprise being transferred is derived directly or indirectly from the PRC
taxable assets; (ii) at any time during the one-year period before the indirect transfer, 90% or more of the asset value of the intermediary enterprise
(excluding cash) is comprised directly or indirectly of investments in China, or 90% or more of its income is derived directly or indirectly from China;
(iii) the functions performed and risks assumed by the intermediary enterprise and any of its subsidiaries that directly or indirectly hold the PRC
taxable assets are limited and are insufficient to prove their economic substance; and (iv) the non-PRC tax payable on the gain derived from the
indirect transfer of the PRC taxable assets is lower than the potential PRC income tax on the direct transfer of such assets. Nevertheless, a
non-resident enterprise’s buying and selling shares or ADSs of the same listed foreign enterprise on the public market will fall under the safe
harbor available under SAT Circular 7 and will not be subject to PRC tax pursuant to SAT Circular 7.

However, as these rules and notices are relatively new and there is a lack of clear statutory interpretation, we face uncertainties regarding the
reporting required for and impact on future private equity financing transactions, share exchange or other transactions involving the transfer of
shares in our company by investors that are non-PRC resident enterprises, or the sale or purchase of shares in other non-PRC resident companies
or other taxable assets by us. For example, the PRC tax authorities may consider that our current offering involves an indirect change of
shareholding in our PRC subsidiaries and therefore it may be regarded as an Indirect Transfer under SAT Circular 7. Although we believe no SAT
Circular 7 reporting is required on the basis that the current offering has commercial purposes and is not conducted for tax avoidance, the PRC tax
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authorities may pursue us to report under SAT Circular 7 and request that we and our PRC subsidiaries assist in the filing. As a result, we and our
subsidiaries may be required to expend significant resources to provide assistance and comply with SAT Circular 7, or establish that we or our
non-resident enterprises should not be subject to tax under SAT Circular 7, for the current offering or other transactions, which may have an
adverse effect on our and their financial condition and day-to-day operations.

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

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

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

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

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

Risks related to intellectual property

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

Our success depends, in part, on our ability to protect our drug candidates from competition by obtaining, maintaining and enforcing our intellectual
property rights, including patent rights. We seek to protect the drug candidates and technology that we consider commercially important by filing
PRC and international patent applications, relying on trade secrets or pharmaceutical regulatory protection or employing a combination of these
methods. We also seek to protect our proprietary position by in-licensing intellectual property relating to our technology and drug candidates. We
do not own or exclusively license any issued patents with respect to certain of our drug candidates in all territories in which we plan to
commercialize our drug candidates. For example, we do not own or exclusively license any issued patents covering niraparib in Hong Kong and
Macau. Additionally, we do not own or exclusively license any issued patents covering ZL-2302 in the PRC, but we do in-license a pending patent
application relating to ZL-2302 in the PRC. However, we cannot predict whether such patent application or any of our other owned or in-licensed
pending patent applications will result in the issuance of any patents that effectively protect our drug candidates. If we or our licensors are unable
to obtain or maintain patent protection with respect to our drug candidates and technology we develop, our business, financial condition, results of
operations, and prospects could be materially harmed.

The patent prosecution process is expensive, time-consuming and complex, and we may not be able to file, prosecute, maintain, enforce or license
all necessary or desirable patent applications at a reasonable cost or in a timely manner. In addition, our license and intellectual property-related
agreements may not provide us with exclusive rights to use our in-licensed intellectual property rights relating to the applicable drug candidates in
all relevant fields of use and in all territories in which we may wish to develop or commercialize our technology and products in the future. For
example, under our agreements with Tesaro for niraparib, Paratek for omadacycline and Bristol-Myers Squibb for ZL-2301, our exclusive licenses
are limited to China, Hong Kong, Macau and, in the case of our agreement for omadacycline, Taiwan. As a result, we may not be able to prevent
competitors from developing and commercializing competitive products in all such fields and territories.

Patents may be invalidated and patent applications, including our in-licensed patent application relating to ZL-2302, may not be granted for a
number of reasons, including known or unknown prior art, deficiencies in the patent application or the lack of novelty of the underlying invention or
technology. It is also possible that we will fail to identify patentable aspects of our research and development output in time to obtain patent
protection. Although we enter into non-disclosure and confidentiality agreements with parties who have access to confidential or patentable
aspects of our research and development output, such as our employees, corporate collaborators, outside scientific collaborators, contract
manufacturers, consultants, advisors and any other third parties, any of these parties may breach such agreements and disclose such output
before a patent application is filed, thereby jeopardizing our ability to seek patent protection. In addition, publications of discoveries in the scientific
literature often lag behind the actual discoveries, and patent applications in the United States and other jurisdictions are typically not published until
18 months after filing, or in some cases, not at all. Therefore, we cannot be certain that we or our licensors were the first to make the inventions
claimed in our owned or in-licensed patents or pending patent applications or that we or our licensors were the
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first to file for patent protection of such inventions. Furthermore, the PRC and, recently, the United States have adopted the “first-to-file” system
under which whoever first files a patent application will be awarded the patent if all other patentability requirements are met. Under the first-to-file
system, third parties may be granted a patent relating to a technology, which we invented.

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

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

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

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

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

We or our licensors may become involved in patent litigation against third parties to enforce our owned or in-licensed patent rights, to invalidate
patents held by such third parties, or to defend against such claims. A court may refuse to stop the other party from using the technology at issue
on the grounds that our owned or in-licensed patents do not cover the third-party technology in question. Further, such third parties could
counterclaim that we infringe, misappropriate or otherwise violate their intellectual property or that a patent we or our licensors have asserted
against them is invalid or unenforceable. In patent litigation, defendant counterclaims challenging the validity, enforceability or scope of asserted
patents are commonplace and there are numerous grounds upon which a third party can assert invalidity or unenforceability of a patent. In
addition, third parties may initiate legal proceedings before administrative bodies in the United States or abroad, even outside the context of
litigation, against us or our licensors with respect to our owned or in-licensed intellectual property to assert such challenges to such intellectual
property rights. Such mechanisms include re-examination, inter partes review, post-grant review, interference proceedings, derivation proceedings
and equivalent proceedings in foreign jurisdictions (e.g., opposition proceedings). Such proceedings could result in revocation, cancellation or
amendment to our patents in such a way that they no longer cover and protect our drug candidates.

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

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

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

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

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

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

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

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

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

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

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

If we are unable to maintain the confidentiality of our trade secrets, our business and competitive position may be harmed.

In addition to the protection afforded by registered patents and pending patent applications, we rely upon unpatented trade secret protection,
unpatented know-how and continuing technological innovation to develop and maintain our competitive position. However, trade secrets and
know-how can be difficult to protect. We also seek to protect our proprietary technology and processes, in part, by entering into confidentiality
agreements with parties that have access to them, such as our partners, collaborators, scientific advisors, employees, consultants and other third
parties, and invention assignment agreements with our consultants and employees. We cannot guarantee that we have entered into such
agreements with each party that may have or have had access to our trade secrets or proprietary technology and processes. We may not be able
to prevent the unauthorized disclosure or use of our technical know-how or other trade secrets by the parties to these agreements, however,
despite the existence generally of confidentiality agreements and other contractual restrictions. If any of the partners, collaborators, scientific
advisors, employees and consultants who are parties to these agreements breaches or violates the terms of any of these agreements or otherwise
discloses our proprietary information, we may not have adequate remedies for any such breach or violation, and we could lose our trade secrets as
a result. Enforcing a claim that a third party illegally disclosed or misappropriated our trade secrets, including through intellectual property litigations
or other proceedings, is difficult, expensive and time consuming, and the outcome is unpredictable. In addition, courts in China and other
jurisdictions inside and outside the United States are less prepared, less willing or unwilling to protect trade secrets.
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Our trade secrets could otherwise become known or be independently discovered by our competitors or other third parties. For example,
competitors could purchase our drug candidates and attempt to replicate some or all of the competitive advantages we derive from our
development efforts, willfully infringe, misappropriate or otherwise violate our intellectual property rights, design around our intellectual property
protecting such technology or develop their own competitive technologies that fall outside of our intellectual property rights. If any of our trade
secrets were to be disclosed or independently developed by a competitor, we would have no right to prevent them, or others to whom they
communicate it, from using that technology or information to compete against us, which may have a material adverse effect on our business,
prospects, financial condition and results of operations.

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

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

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

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

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

« defend litigation or administrative proceedings;

« reformulate product(s) so that it does not infringe the intellectual property rights of others, which may not be possible or could be very expensive
and time consuming;
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« cease developing, manufacturing and commercializing the infringing technology or drug candidates; and

« pay such third party significant monetary damages, including treble damages and attorneys’ fees, if we are found to have willfully infringed a
patent or other intellectual property right.

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

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

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

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

We could in the future be subject to claims that we or our employees, consultants or advisors have inadvertently or otherwise used or disclosed
alleged trade secrets or other proprietary information of current or former employers, competitors or other third parties. Many of our employees,
consultants and advisors are currently or were previously employed at universities or other biotechnology or pharmaceutical companies, including
our competitors or potential competitors. Although we try to ensure that our employees and consultants do not improperly use the intellectual
property, proprietary information, know-how or trade secrets of others in their work for us, we may be subject to claims that we or these individuals
have breach the terms of his or her non-competition or non-solicitation agreement, or that we or these individuals have, inadvertently or otherwise,
used or disclosed the alleged trade secrets or other proprietary information of a current or former employer, competitor or other third parties.

Litigation may be necessary to defend against these claims. Even if we are successful in defending against these claims, litigation could result in
substantial costs and could be a distraction to management and research personnel. If our defenses to these claims fail, in addition to requiring us
to pay monetary damages, a court could prohibit us from using technologies or features that are essential to our drug candidates, if such
technologies or features are found to incorporate or be derived from the trade secrets or other proprietary information of the former employers. An
inability to incorporate such technologies or features would have a material adverse effect on our business and may prevent us from successfully
commercializing our drug candidates. In addition, we may lose valuable intellectual property rights or personnel as a result of such claims.
Moreover, any such litigation or the threat thereof may adversely affect our ability to hire employees or
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contract with independent sales representatives. A loss of key personnel or their work product could hamper or prevent our ability to commercialize
our drug candidates, which would have a material adverse effect on our business, results of operations and financial condition.

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

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

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

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

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

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

Depending upon the timing, duration and specifics of any FDA marketing approval of any drug candidates we may develop, one or more of our
owned or in-licensed U.S. patents may be eligible for limited patent term extension under the Drug Price Competition and Patent Term Restoration
Action of 1984, or Hatch Waxman Amendments. The Hatch Waxman Amendments permit a patent extension term of up to five years as
compensation for patent term lost during the FDA regulatory review process. A patent term extension cannot extend the remaining term of a patent
beyond a total of 14 years from the date of product approval, only one
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patent may be extended and only those claims covering the approved drug, a method for using it, or a method for manufacturing it may be
extended. However, we may not be granted an extension because of, for example, failing to exercise due diligence during the testing phase or
regulatory review process, failing to apply within applicable deadlines, failing to apply prior to expiration of relevant patents, or otherwise failing to
satisfy applicable requirements. Moreover, the applicable time period or the scope of patent protection afforded could be less than we request. In
addition, no patent term extension system has been established in the PRC. As a result, the patents we have in-licensed or own in the PRC are not
eligible to be extended for patent term lost during the regulatory review process. If we are unable to obtain patent term extension or term of any
such extension is less than we request, our competitors may obtain approval of competing products following our patent expiration, and our
business, financial condition, results of operations, and prospects could be materially harmed.

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

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

Intellectual property rights do not necessarily address all potential threats.

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

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

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

* we, our licensors, patent owners of patent rights that we have in-licensed, or current or future collaborators might not have been the first to file
patent applications covering certain of our or their inventions;

« others may independently develop similar or alternative technologies or duplicate any of our technologies without infringing, misappropriating or
otherwise violating our owned or licensed intellectual property rights;

« itis possible that our pending licensed patent applications or those that we may own in the future will not lead to issued patents;
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« issued patents that we hold rights to may be held invalid or unenforceable, including as a result of legal challenges by our competitors;

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

« we may not develop additional proprietary technologies that are patentable;
» the patents of others may harm our business; and

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

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

Risks related to our ADSs and this offering

We have broad discretion to determine how to use the net proceeds from this offering and may use them in ways that may not enhance
our results of operations or the price of the ADSs.

Although we currently intend to use the net proceeds from this offering in the manner described in the section titled “Use of proceeds” in this
prospectus, our management will have broad discretion over the use of net proceeds from this offering, and we could spend the net proceeds from
this offering in ways the holders of the ADSs may not agree with or that do not yield a favorable return. Because of the number and variability of
factors that will determine our use of the net proceeds from this offering, our use of these proceeds may differ substantially from our current plans.
The failure by our management to apply these funds effectively could have a material adverse effect on our business, financial condition and
results of operation. You will not have the opportunity, as part of your investment decision, to assess whether proceeds are being used
appropriately. You must rely on the judgment of our management regarding the application of the net proceeds of this offering.

After the completion of the global offering, we may be at an increased risk of securities class action litigation.

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

If securities analysts do not publish research or reports about our business or if they publish negative evaluations of our business, the
price of our ADSs could decline.

The trading market for our ADSs will rely in part on the research and reports that industry or financial analysts publish about us or our business.
We may never obtain research coverage by industry or financial analysts. If no or few analysts commence coverage of us, the trading price of our
stock would likely decrease. Even if we do obtain analyst coverage, if one or more of the analysts covering our business downgrade their
evaluations of our stock, the price of our stock could decline. If one or more of these analysts cease to cover our stock, we could lose visibility in
the market for our stock, which in turn could cause our stock price to decline.
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We are eligible to be treated as an “emerging growth company,” as defined in the Securities Act, and we cannot be certain if the reduced
disclosure requirements applicable to us as an “emerging growth company” will make our ADSs less attractive to investors.

We are eligible to be treated as an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the JOBS Act, and
we may take advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not
“emerging growth companies,” including not being required to comply with the auditor attestation requirements of Section 404 of the
Sarbanes-Oxley Act. As a result, our shareholders may not have access to certain information that they may deem important. We could be an
emerging growth company for up to five years, although circumstances could cause us to lose that status earlier, including if our total annual gross
revenue exceeds $1.07 billion, if we issue more than $1.0 billion in non-convertible debt securities during any three-year period, or if the market
value of our ordinary shares held by non-affiliates exceeds $700.0 million. We cannot predict if investors will find our ADSs less attractive because
we may rely on these exemptions. If some investors find our ADSs less attractive as a result, there may be a less active trading market for our
ADSs and our stock price may be more volatile.

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

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

If we are unable to conclude that we have effective internal controls over financial reporting, investors may lose confidence in our operating results,
the price of the ADSs could decline and we may be subject to litigation or regulatory enforcement actions. In addition, if we are unable to meet the
requirements of Section 404 of the Sarbanes-Oxley Act, the ADSs may not be able to remain listed on the NASDAQ Global Market.

As a foreign private issuer, we are not subject to certain U.S. securities law disclosure requirements that apply to a domestic U.S. issuer,
which may limit the information publicly available to our shareholders.

As a foreign private issuer we are not required to comply with all of the periodic disclosure and current reporting requirements of the Exchange Act
and therefore there may be less publicly available information about us than if we were a U.S. domestic issuer. For example, we are not subject to
the proxy rules in the United States and disclosure with respect to our annual general meetings will be governed by the Cayman Islands
requirements. In addition, our officers, directors and principal shareholders are exempt from the reporting and “short-swing” profit recovery
provisions of Section 16 of the Exchange Act and the rules thereunder. Therefore, our shareholders may not know on a timely basis when our
officers, directors and principal shareholders purchase or sell our ordinary shares or ADSs.
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As a foreign private issuer, we are permitted to adopt certain home country practices in relation to corporate governance matters that
differ significantly from the NASDAQ Stock Market corporate governance listing standards. These practices may afford less protection
to shareholders than they would enjoy if we complied fully with corporate governance listing standards.

As a foreign private issuer, we are permitted to take advantage of certain provisions in the NASDAQ Stock Market listing rules that allow us to
follow Cayman Islands law for certain governance matters. Certain corporate governance practices in the Cayman Islands may differ significantly
from corporate governance listing standards as, except for general fiduciary duties and duties of care, Cayman Islands law has no corporate
governance regime which prescribes specific corporate governance standards. When our ADSs are listed on the Nasdaq Global Market, we intend
to continue to follow Cayman Islands corporate governance practices in lieu of the corporate governance requirements of the Nasdaq Stock Market
in respect of the following: (i) the majority independent director requirement under Section 5605(b)(1) of the NASDAQ Stock Market listing rules,
(ii) the requirement under Section 5605(d) of the NASDAQ Stock Market listing rules that a compensation committee comprised solely of
independent directors governed by a compensation committee charter oversee executive compensation, (iii) the requirement under

Section 5605(e) of the NASDAQ Stock Market listing rules that director nominees be selected or recommended for selection by either a majority of
the independent directors or a nominations committee comprised solely of independent directors and (iv) the requirement under Section 5605(b)(2)
of the NASDAQ Stock Market listing rules that our independent directors hold regularly scheduled executive sessions. Cayman Islands law does
not impose a requirement that our board of directors consist of a majority of independent directors. Nor does Cayman Islands law impose specific
requirements on the establishment of a compensation committee or nominating committee or nominating process. Therefore, our shareholders
may be afforded less protection than they otherwise would have under corporate governance listing standards applicable to U.S. domestic issuers.

We may lose our foreign private issuer status in the future, which could result in significant additional costs and expenses.

As discussed above, we are a foreign private issuer, and therefore, we are not required to comply with all of the periodic disclosure and current
reporting requirements of the Exchange Act. The determination of foreign private issuer status is made annually on the last business day of an
issuer’s most recently completed second fiscal quarter, and, accordingly, the next determination will be made with respect to us on June 30, 2018.
We would lose our foreign private issuer status if, for example, more than 50% of our ordinary shares are directly or indirectly held by residents of
the U.S. and we fail to meet additional requirements necessary to maintain our foreign private issuer status. If we lose our foreign private issuer
status on this date, we will be required to file with the SEC periodic reports and registration statements on U.S. domestic issuer forms beginning on
January 1, 2019, which are more detailed and extensive than the forms available to a foreign private issuer. We will also have to mandatorily
comply with U.S. federal proxy requirements, and our officers, directors and principal shareholders will become subject to the short-swing profit
disclosure and recovery provisions of Section 16 of the Exchange Act. In addition, we will lose our ability to rely upon exemptions from certain
corporate governance requirements under the NASDAQ Stock Market listing rules. As a U.S. listed public company that is not a foreign private
issuer, we will incur significant additional legal, accounting and other expenses that we will not incur as a foreign private issuer, and accounting,
reporting and other expenses in order to maintain a listing on a U.S. securities exchange.

The audit report included in this prospectus was prepared by an auditor who is not inspected by the U.S. Public Company Accounting
Oversight Board, or the PCAOB, and as such, you are deprived of the benefits of such inspection.

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

In May 2013, the PCAOB announced that it had entered into a Memorandum of Understanding on Enforcement Cooperation with the China
Securities Regulatory Commission, or CSRC, and the Ministry of Finance, which establishes a cooperative framework between the parties for the
production and exchange of audit documents relevant to investigations undertaken by the PCAOB in the United States or the CSRC or the Ministry
of Finance in the PRC. The PCAOB continues to be in discussions with the CSRC and the Ministry of Finance to permit joint inspections in the
PRC of audit firms that are registered with PCAOB and audit Chinese companies that trade on U.S. exchanges.

This lack of PCAOB inspections in China prevents the PCAOB from regularly evaluating audits and quality control procedures of any auditors
operating in China, including our auditor. As a result, investors may be deprived of the benefits of PCAOB inspections. The inability of the PCAOB
to conduct inspections of auditors in China makes it more difficult to evaluate the effectiveness of our auditor’s audit procedures or quality control
procedures as compared to auditors outside of China that are subject to PCAOB inspections. Investors may lose confidence in our reported
financial information and procedures and the quality of our financial statements.

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

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

There has been no public market in the United States for our ordinary shares or ADSs prior to this offering, and you may not be able to
resell our ADSs at or above the price you paid, or at all.

Prior to this offering, there has been no public market in the United States for our ordinary shares or ADSs. We have applied to have our ADSs
listed on the Nasdaq Global Market. Our ordinary shares will not be listed on any other exchange, or quoted for trading on any over-the-counter
trading system, in the United States.

The initial public offering price for our ADSs will be determined by negotiations between us and the underwriters and may bear no relationship to
the market price for our ADSs after this initial public offering. We cannot assure you that an active trading market for our ADSs will develop or that
the market price of our ADSs will not decline below the initial public offering price. If an active trading market for our ADSs does not develop after
this offering, the market price and liquidity of our ADSs will be materially and adversely affected.

Certain institutional investors have indicated an interest in purchasing up to an aggregate of $30.0 million in ADSs in this offering. However,
because indications of interest are not binding agreements or commitments to purchase, the underwriters may determine to sell more, less or no
ADSs in this offering to any of these investors, or any of these investors may determine to purchase more, less or no ADSs in this offering,
including as a result of the pricing terms. In addition, the underwriters may place the remaining portion of this offering with a limited number of
investors. Therefore, trading of the ADSs may be very limited.

58



Table of Contents

The market price for our ADSs may be volatile which could result in substantial loss to you.

The market price for our ADSs is likely to be highly volatile and subject to wide fluctuations in response to factors, including the following:
« announcements of competitive developments;

« regulatory developments affecting us, our customers or our competitors;

« announcements regarding litigation or administrative proceedings involving us;

« actual or anticipated fluctuations in our period-to-period operating results;

« changes in financial estimates by securities research analysts;

« additions or departures of our executive officers;

« fluctuations of exchange rates between the RMB and the U.S. dollar;

« release or expiry of lock-up or other transfer restrictions on our outstanding ordinary shares or ADSs; and
« sales or perceived sales of additional ordinary shares or ADSs.

In addition, the securities markets have from time to time experienced significant price and volume fluctuations that are not related to the operating
performance of particular companies. For example, since August 2008, multiple exchanges in the United States and other countries and regions,
including China, experienced sharp declines in response to the growing credit market crisis and the recession in the United States. As recently as
August 2015, the exchanges in China experienced a sharp decline. Prolonged global capital markets volatility may affect overall investor sentiment
towards our ADSs, which would also negatively affect the trading prices for our ADSs.

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

The value of the renminbi against the U.S. dollar and other currencies may fluctuate and is affected by, among other things, changes in political
and economic conditions. On July 21, 2005, the PRC government changed its decade-old policy of pegging the value of the renminbi to the U.S.
dollar, and the renminbi appreciated more than 20% against the U.S. dollar over the following three years. Between July 2008 and June 2010, this
appreciation halted, and the exchange rate between the renminbi and U.S. dollar remained within a narrow band. In June 2010, China’s People’s
Bank of China, or PBOC, announced that the PRC government would increase the flexibility of the exchange rate, and thereafter allowed the
renminbi to appreciate slowly against the U.S. dollar within the narrow band fixed by the PBOC. However, more recently, on August 11, 12 and 13,
2015, the PBOC significantly devalued the renminbi by fixing its price against the U.S. dollar 1.9%, 1.6%, and 1.1% lower than the previous day’s
value, respectively. On October 1, 2016, the renminbi joined the International Monetary Fund’s basket of currencies that make up the Special
Drawing Right, or SDR, along with the U.S. dollar, the Euro, the Japanese yen and the British pound. In the fourth quarter of 2016, the renminbi
depreciated significantly while the U.S. dollar surged and China experienced persistent capital outflows. With the development of the foreign
exchange market and progress towards interest rate liberalization and renminbi internationalization, the PRC government may in the future
announce further changes to the exchange rate system. There is no guarantee that the renminbi will not appreciate or depreciate significantly in
value against the U.S. dollar in the future. It is difficult to predict how market forces or PRC or U.S. government policy may impact the exchange
rate between the renminbi and the U.S. dollar in the future.
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Significant revaluation of the renminbi may have a material adverse effect on your investment. For example, to the extent that we need to convert
U.S. dollars into renminbi for our operations, appreciation of the renminbi against the U.S. dollar would have an adverse effect on the renminbi
amount we would receive from the conversion. Conversely, if we decide to convert our renminbi into U.S. dollars for the purpose of making
payments for dividends on our ordinary shares or ADSs or for other business purposes, appreciation of the U.S. dollar against the renminbi would
have a negative effect on the U.S. dollar amount available to us. In addition, appreciation or depreciation in the value of the renminbi relative to
U.S. dollars would affect our financial results reported in U.S. dollar terms regardless of any underlying change in our business or results of
operations.

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

Since the U.S. initial public offering price is substantially higher than our net tangible book value per share, you will incur immediate and
substantial dilution.

If you purchase our ADSs in this offering, you will pay more for your ADSs than the amount paid by our existing shareholders for their ordinary
shares on a per ADS basis. As a result, you will experience immediate and substantial dilution of approximately $12.44 per ADS, representing the
difference between our net tangible book value per ADS as of June 30, 2017, after giving effect to this offering and an assumed initial public
offering price of $17.00 per ADS. In addition, you may experience further dilution to the extent that our ordinary shares are issued upon the
exercise of share options. See “Dilution” for a more complete description of how the value of your investment in our ADSs will be diluted upon
completion of this offering.

Substantial future sales or perceived sales of our ADSs in the public market could cause the price of our ADSs to decline.

Sales of our ADSs in the public market after this offering, or the perception that these sales could occur, could cause the market price of our ADSs
to decline. Upon completion of this offering, we will have 49,049,731 ordinary shares outstanding, including ordinary shares represented by ADSs.
All ADSs sold in this offering will be freely transferable without restriction or additional registration under the Securities Act. The remaining ordinary
shares outstanding after this offering will be available for sale, subject to restrictions as applicable under Rule 144 under the Securities Act, upon
the expiration of the 180-day lock-up arrangements entered into among us and the underwriters. There are certain exceptions to these lock-up
arrangements. See “Underwriting” and “Shares eligible for future sale” for additional information. We cannot predict what effect, if any, market sales
of securities held by our significant shareholders or any other shareholder or the availability of these securities for future sale will have on the
market price of our ADSs.

Holders of ADSs have fewer rights than shareholders and must act through the depositary to exercise their rights.

Holders of our ADSs do not have the same rights as our shareholders and may only exercise the voting rights with respect to the underlying
ordinary shares in accordance with the provisions of the deposit agreement. Under our fourth amended and restated memorandum and articles of
association, which will be effective immediately upon completion of this offering, an annual general meeting and any extraordinary general meeting
may be called with not less than seven days’ notice. When a general meeting is convened, you may not receive sufficient notice of a shareholders’
meeting to permit you to withdraw the ordinary shares underlying
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your ADSs to allow you to vote with respect to any specific matter. If we ask for your instructions, we will give the depositary notice of any such
meeting and details concerning the matters to be voted upon at least 30 days in advance of the meeting date and the depositary will send a notice
to you about the upcoming vote and will arrange to deliver our voting materials to you. The depositary and its agents, however, may not be able to
send voting instructions to you or carry out your voting instructions in a timely manner. We will make all commercially reasonable efforts to cause
the depositary to extend voting rights to you in a timely manner, but we cannot assure you that you will receive the voting materials in time to
ensure that you can instruct the depositary to vote the ordinary shares underlying your ADSs. Furthermore, the depositary will not be liable for any
failure to carry out any instructions to vote, for the manner in which any vote is cast or for the effect of any such vote. As a holder or beneficial
owner of ADSs, you may have limited recourse if we or the depositary fail to meet our respective obligations under the deposit agreement or if you
wish us or the depositary to participate in legal proceedings. As a result, you may not be able to exercise your right to vote and you may lack
recourse if your ADSs are not voted as you request. In addition, in your capacity as an ADS holder, you will not be able to call a shareholders’
meeting.

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

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

Your right to participate in any future rights offerings may be limited, which may cause dilution to your holdings.

We may from time to time distribute rights to our shareholders, including rights to acquire our securities. However, we cannot make rights available
to you in the United States unless we register the rights and the securities to which the rights relate under the Securities Act or an exemption from
the registration requirements is available. Also, under the deposit agreement, the depositary bank will not make rights available to you unless
either both the rights and any related securities are registered under the Securities Act, or the distribution of them to ADS holders is exempted from
registration under the Securities Act. We are under no obligation to file a registration statement with respect to any such rights or securities or to
endeavor to cause such a registration statement to be declared effective. Moreover, we may not be able to establish an exemption from
registration under the Securities Act. If the depositary does not distribute the rights, it may, under the deposit agreement, either sell them, if
possible, or allow them to lapse. Accordingly, you may be unable to participate in our rights offerings and may experience dilution in your holdings.
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If we are classified as a passive foreign investment company, U.S. investors could be subject to adverse U.S. federal income tax
consequences.

Generally, if, for any taxable year, at least 75% of our gross income is passive income, or at least 50% of the value of our assets is attributable to
assets that produce passive income or are held for the production of passive income, including cash, we would be characterized as a “passive
foreign investment company,” or PFIC, for U.S. federal income tax purposes. For purposes of these tests, passive income includes dividends,
interest, and gains from the sale or exchange of investment property and rents and royalties other than rents and royalties which are received from
unrelated parties in connection with the active conduct of a trade or business. If we are a PFIC, U.S. holders of our ADSs may suffer adverse tax
consequences, including having gains realized on the sale of the ADSs treated as ordinary income rather than capital gain, the loss of the
preferential rate applicable to dividends received on the ADSs by individuals who are U.S. holders, and having interest charges apply to
distributions by us and the proceeds of sales of the ADSs.

Whether we are a PFIC for any taxable year is a factual determination that can be made only after the end of each taxable year and which
depends on the composition of our income and the composition and value of our assets for the relevant taxable year. Because we hold, and will
continue to hold after this offering, a substantial amount of passive assets, including cash, and because the value of our assets for purposes of the
PFIC rules (including goodwill) may be determined by reference to the market value of our ADSs, which may be especially volatile due to the early
stage of our drug candidates, we cannot give any assurance that we will not be a PFIC for the current or any future taxable year.

Whether or not U.S. holders make a timely “qualified electing fund,” or QEF election or mark-to-market election may affect the U.S. federal income
tax consequences to U.S. holders with respect to the acquisition, ownership and disposition of our ADSs. Prospective investors should consult
their own tax advisors regarding all aspects of the application of the PFIC rules to the ADSs. See “Material United States federal income tax
considerations—Passive foreign investment company considerations.”

You may have difficulty enforcing judgments obtained against us.

We are a company incorporated under the laws of the Cayman Islands, and substantially all of our assets are located outside the United States.
Substantially all of our current operations are conducted in the PRC. In addition, some of our directors and officers are nationals and residents of
countries other than the United States. A substantial portion of the assets of these persons are located outside the United States. As a result, it
may be difficult for you to effect service of process within the United States upon these persons. It may also be difficult for you to enforce in U.S.
courts judgments obtained in U.S. courts based on the civil liability provisions of the U.S. federal securities laws against us and our officers and
directors, some of whom currently reside in the United States and whose assets are located outside the United States. In addition, there is
uncertainty as to whether the courts of the Cayman Islands or the PRC would recognize or enforce judgments of U.S. courts against us or such
persons predicated upon the civil liability provisions of the securities laws of the United States or any state.

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

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

This prospectus contains forward-looking statements. Forward-looking statements are neither historical facts nor assurances of future
performance. Instead, they are based on our current beliefs, expectations and assumptions regarding the future of our business, future plans and
strategies, our operational results and other future conditions. Forward-looking statements can be identified by words such as “anticipate,”
“believe,” “estimate,” “expect,” “intend,” “may,” “plan,” “predict,” “project,” “seek,” “target,” “potential,” “will,” “would,” “could,” “should,” “continue,”
“contemplate” and other similar expressions, although not all forward-looking statements contain these identifying words. These forward-looking
statements include all matters that are not historical facts. They appear in a number of places throughout this prospectus and include statements
regarding our intentions, beliefs or current expectations concerning, among other things, our results of operations, financial condition, liquidity,
prospects, growth, strategies and the industry in which we operate.

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstances that may or
may not occur in the future. We believe that these risks and uncertainties include, but are not limited to, those described in the “Risk factors”
section of this prospectus, which include, but are not limited to, the following:

 the initiation, timing, progress and results of our preclinical studies and clinical trials, and our research and development programs;
e our ability to advance our drug candidates into, and successfully complete, clinical trials;

 the ability of our drug candidates to be granted or maintain Category 1 designation with the CFDA and to receive a faster development, review
or approval process;

« our reliance on the success of our clinical-stage drug candidates niraparib, omadacycline and ZL-2301 and certain other drug candidates;
« the timing or likelihood of regulatory filings and approvals;

« the commercialization of our drug candidates, if approved;

« our ability to develop sales and marketing capabilities;

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

 our ability to contract on commercially reasonable terms with CROs;

« the disruption of our business relationships with our licensors;

 our ability to operate our business without breaching our licenses or other intellectual property-related agreements;
« cost associated with defending against intellectual property infringement, product liability and other claims;

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

« ability to obtain additional funding for our operations;

« the rate and degree of market acceptance of our drug candidates;

« developments relating to our competitors and our industry;

« our ability to effectively manage our growth; and

< our ability to retain key executives and to attract, retain and motivate personnel.
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These factors should not be construed as exhaustive and should be read with the other cautionary statements in this prospectus.

Although we base these forward-looking statements on assumptions that we believe are reasonable when made, we caution you that forward-
looking statements are not guarantees of future performance and that our actual results of operations, financial condition and liquidity, and the
development of the industry in which we operate may differ materially from those made in or suggested by the forward-looking statements
contained in this prospectus. In addition, even if our results of operations, financial condition and liquidity, and the development of the industry in
which we operate, are consistent with the forward-looking statements contained in this prospectus, those results or developments may not be
indicative of results or developments in subsequent periods.

Given these risks and uncertainties, you are cautioned not to place undue reliance on these forward-looking statements. Any forward-looking
statement that we make in this prospectus speaks only as of the date of such statement, and we undertake no obligation to update any forward-
looking statements or to publicly announce the results of any revisions to any of those statements to reflect future events or developments.
Comparisons of results for current and any prior periods are not intended to express any future trends or indications of future performance, unless
specifically expressed as such, and should only be viewed as historical data.
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Series C conversion

Immediately prior to the completion of this offering, each outstanding Series C preferred share will be converted into a number of ordinary shares
determined by dividing (1) the Series C Issue Price, which is equal to $15.0078, by (2) the lower of (a) the Series C Issue Price and (b) the offering
price of an ADS in this offering multiplied by 85%.

If the initial public offering price per ADS is greater than $17.6562, then the 1,998,958 outstanding Series C preferred shares will convert into
1,998,958 ordinary shares, and 40,972,570 ordinary shares will be outstanding immediately after the conversion of the Series C preferred shares
and our other series of preferred shares, but before this offering. If the initial public offering price per share is equal to or less than $17.6562, then
the Series C preferred shares will convert into an amount greater than 1,998,958 ordinary shares. The following number of ordinary shares would
be outstanding immediately after the conversion of the Series C preferred shares and our other series of preferred shares, but before this offering,
assuming the initial public offering prices as set forth below:

$15.50 $16.00 $16.50 $17.00 $17.50
Shares Outstanding 41,250,646 41,179,490 41,112,644 41,049,731 40,990,413
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Use of proceeds

We estimate that the net proceeds to us from our issuance and sale of 8,000,000 ADSs in this offering will be approximately $123.2 million, after
deducting underwriting discounts and commissions and estimated offering expenses payable by us. This estimate assumes an initial public offering
price of $17.00 per ADS, the midpoint of the price range set forth on the cover page of this prospectus.

A $1.00 increase (decrease) in the assumed initial public offering price of $17.00 per ADS would increase (decrease) the net proceeds to us from
this offering by $7.4 million, assuming the number of ADSs offered by us, as set forth on the cover page of this prospectus, remains the same and
after deducting the estimated underwriting discounts and commissions and estimated expenses payable by us.

We intend to use the net proceeds of this offering, together with the cash generated by our operations and other cash resources, primarily to
further advance the clinical development and commercial launch of our multiple drug candidates. In particular, we currently expect to use the net
proceeds from this offering as follows:

« approximately $38.0 million to complete (i) Phase Il studies of niraparib (ZL-2306) in patients with ovarian, breast cancer and other indications
in China, (ii) Phase lll studies of omadacycline (ZL-2401) in China and (iii) Phase Il/Ill studies of ZL-2301 in patients with HCC in China;

« approximately $20.0 million to support the commercialization efforts for niraparib (ZL-2306) in China, Hong Kong and Macau;

» approximately $40.0 million to fund new business development and licensing opportunities and to accelerate and broaden clinical development
of our drug candidates for which we have exclusive rights to develop and commercialize globally;

» approximately $15.0 million for research and clinical development of other drug candidates; and
« the remainder for working capital and other general corporate purposes.

The expected use of net proceeds from this offering represents our intentions based upon our current plans and business conditions, which we
could change in our discretion in the future as our plans and business conditions evolve. Due to the many variables inherent to the development of
our drug candidates at this time, such as the timing of patient enrollment and evolving regulatory requirements, we cannot currently predict the
stage of development we expect to achieve for our pre-clinical and clinical trial and drug candidates with the net proceeds of this offering. We
expect to use the remainder of the net proceeds for working capital and other general corporate purposes, such as acquiring the commercial rights
to other drug products and expanding our research organization and infrastructure. The amounts and timing of our actual expenditures may vary
significantly depending on numerous factors, including the results of the pre-clinical and clinical trial of our drug candidates, our operating costs
and expenditures and the amount of cash generated by our operations. As a result, our management will have broad discretion over the use of the
net proceeds from this offering.

Pending these uses, we intend to invest the net proceeds in investment-grade, short-term fixed income instruments.

For additional information, see “Management’s discussion and analysis of financial condition and results of operations—Liquidity and capital
resources.”
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Dividend policy

We have never declared or paid regular cash dividends on our ordinary shares. We currently expect to retain all future earnings for use in the
operation and expansion of our business and do not anticipate paying cash dividends in the foreseeable future. The declaration and payment of
any dividends in the future will be determined by our board of directors, in its discretion, and will depend on a number of factors, including our
earnings, capital requirements, overall financial condition and contractual restrictions.
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Capitalization

The following table sets forth our cash and cash equivalents and capitalization as of June 30, 2017:

* on an actual basis;

< on a pro forma basis to give effect to (i) the conversion of our outstanding preferred shares into an aggregate of 28,520,436 ordinary shares
upon the closing of this offering, (ii) the exercise of warrants to purchase our preferred shares and further conversion of the preferred shares into
ordinary shares upon the closing of this offering, and (iii) the effectiveness of our fourth amended and restated memorandum and articles of

association, which will occur immediately upon this closing of this offering; and

« on a pro forma and as adjusted basis to reflect the issuance and sale of 8,000,000 ordinary shares in the form of ADSs by us in this offering and

the application of net proceeds from this offering described under “Use of proceeds.”

The information below is illustrative only, and assumes an initial public offering price at the midpoint of the price range set forth on the cover page
of this prospectus, after deducting the estimated underwriting discounts and commissions and estimated offering expenses payable by us. Our
capitalization following this offering will be adjusted based on the actual initial public offering price and other terms of this offering determined at
pricing, including the amount by which actual offering expenses are higher or lower than estimated. The table should be read in conjunction with
the information contained in “Use of proceeds,” “Selected consolidated financial data” and “Management’s discussion and analysis of financial
condition and results of operations,” as well as our consolidated financial statements and the related notes included elsewhere in this prospectus.

As of June 30, 2017

Pro forma as

Actual Pro forma adjusted

Cash and cash equivalents $ 92,562,012 $ 93,562,012 $216,742,012
Warrant liabilities 3,700,000 — —
Series Al, par value $0.00006 per share; 8,466,667 shares authorized; 8,466,665

shares issued and outstanding (actual); no shares authorized, issued or outstanding

(pro forma and pro forma as adjusted) 10,028,572 — —
Series A2, par value $0.00006 per share; 8,904,032 sh