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IMPORTANT: If you are in any doubt about any of the contents of this Prospectus, you should obtain professional independent advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the
contents of this Prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this Prospectus.

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

The Offer Price is expected to be determined by agreement between the Joint Global Coordinators (on behalf of the Underwriters) and us on the Price Determination Date. The Price
Determination Date is expected to be on or around Friday, February 19, 2021 (Hong Kong time) and, in any event, not later than Saturday, February 20, 2021 (Hong Kong time).
The Offer Price will be not more than HK$151.00 and is currently expected to be not less than HK$133.00 per Offer Share. If, for any reason, the Offer Price is not agreed by
Saturday, February 20, 2021 (Hong Kong time) between the Joint Global Coordinators (on behalf of the Underwriters) and us, the Global Offering will not proceed and will lapse.
The Joint Global Coordinators, on behalf of the Underwriters, may, where considered appropriate and with our consent, reduce the number of Hong Kong Offer Shares
and/or the indicative Offer Price range below that is stated in this Prospectus (which is HK$133.00 to HK$151.00) at any time prior to the morning of the la

lodging applications under the Hong Kong Public Offering. In such a case, notices of the reduction in the number of Hong Kong Offer Shares and/or the indi
Price range will be published on the website of our Company at www.joinn-lab.com and on the website of the Hong Kong Stock Exchange at www.hkexnews.com as soon
as practicable following the decision to make such reduction, andin any event not later than the morning of the last day for lodging applicaTions under the Hong Kong
Public Offering. Further details are set forth in the sections headed “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares” in this Prospectus.

We are incorporated, and a majority part of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic and financial systems
between the PRC and Hong Kong and that there are different risk factors relating to investment in PRC-incorporated businesses. Potential investors should also be aware that the
regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should take into consideration the different market nature of the H Shares. Such
differences and risk factors are set out in the sections headed “Risk Factors,” “Regulatory Overview” and “Appendix III — Summary of Articles of Association” in this Prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Global Coordinators (on behalf
of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. Please refer to the section headed “Underwriting” in this Prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may be offered and sold only (a) in
the United States to “Qualified Institutional Buyer” in reliance on Rule 144A or another exemption from, or in a transaction not subject to, registration under the U.S. Securities
Act and (b) outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act.

ATTENTION
We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide printed copies of this Prospectus or printed copies of
any application forms to the public in relation to the Hong Kong Public Offering.
This Prospectus is available at the website of the Hong Kong Stock Exchange at www.hkexnews.hk and our website at www.joinn-lab.com. If you require a printed copy
of this Prospectus, you may download and print from the website addresses above.

February 16, 2021



IMPORTANT

IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

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

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

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

(1) apply online via the HK eIPO White Form service in the IPO App (which can
be downloaded by searching “IPO App” in App Store or Google Play or
downloaded at www.hkeipo.hk/IPOApp or www.tricorglobal.com/IPOApp)
or at www.hkeipo.hk; or

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

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

ii.  (if you are an existing CCASS Investor Participant) giving electronic
application instructions through the CCASS Internet System
(https://ip.ccass.com) or through the CCASS Phone System (using the
procedures in HKSCC’s “An Operating Guide for Investor Participants”
in effect from time to time). HKSCC can also input electronic
application instructions for CCASS Investor Participants through
HKSCC’s Customer Service Centre by completing an input request.

If you have any question about the application for the Hong Kong Offer Shares, you
may call the enquiry hotline of our H Share Registrar, Tricor Investor Services Limited,
at +852 3907 7333 on the following dates:

Tuesday, February 16, 2021 -
Wednesday, February 17, 2021
Thursday, February 18, 2021 -
Friday, February 19, 2021 -

9:00 a.m. to 9:00 p.m.
9:00 a.m. to 9:00 p.m.
9:0
9:0

0 a.m. to 9:00 p.m.
0 a.m. to 12:00 noon

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

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

Please refer to the section headed “How to apply for the Hong Kong Offer Shares”
in this Prospectus for further details of the procedures through which you can apply for
the Hong Kong Offer Shares electronically.
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Your application must be for a minimum of 100 Hong Kong Offer Shares and in one of

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

select.

No. of

Hong Kong
Offer Shares
applied for

100
200
300
400
500
600
700
800
900
1,000
1,500
2,000

Amount
payable on
application

HKS$

15,252.17
30,504.33
45,756.49
61,008.65
76,260.82
91,512.98
106,765.14
122,017.30
137,269.47
152,521.63
228,782.45
305,043.25

No. of

Hong Kong
Offer Shares
applied for

2,500
3,000
3,500
4,000
4,500
5,000
6,000
7,000
8,000
9,000
10,000
20,000

Amount
payable on
application

HKS

381,304.07
457,564.88
533,825.70
610,086.51
086,347.33
762,608.14
915,129.76
1,067,651.39
1,220,173.02
1,372,694.64
1,525,216.27
3,050,432.54

No. of

Hong Kong
Offer Shares
applied for

30,000
40,000
50,000
60,000
70,000
80,000
90,000
100,000
200,000
300,000
400,000
500,000

Amount
payable on
application

HKS

4,575,648.81
6,100,865.08
7,626,081.35
9,151,297.62
10,676,513.89
12,201,730.16
13,726,946.43
15,252,162.70
30,504,325.40
45,756,488.10
61,008,650.80
76,260,813.50

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

No. of

Hong Kong
Offer Shares
applied for

600,000
700,000
800,000
900,000
1,000,000
1,500,000
1,949,600

Amount
payable on
application

HKS

91,512,976.20
106,765,138.90
122,017,301.60
137,269,464.30
152,521,627.00
228,782,440.50
297,356,164.00

No application for any other number of Hong Kong Offer Shares will be considered and

any such application is liable to be rejected.



EXPECTED TIMETABLEY

Hong Kong Public Offering commences ....................... 9:00 a.m. on Tuesday,
February 16, 2021

Latest time for completing electronic applications under
the HK eIPO White Form service through one of the
below ways®:

(1) the IPO App, which can be downloaded
by searching “IPO App” in App Store
or Google Play or downloaded at
www.hkeipo.hk/IPOApp or
www.tricorglobal.com/IPOApp; or

(2) the designated website at www.hkeipo.hk .. ..... ... ... 11:30 a.m. on Friday,
February 19, 2021

Application lists open™® .. ... .. .. ... .. .. ... 11:45 a.m. on Friday, February 19, 2021

Latest time for (a) completing payment for
the HK eIPO White Form applications by effecting
internet banking transfer(s) or PPS payment transfer(s)
and (b) giving electronic application instructions

to HKSCC™ . . ... ... . . . . .. .. ... 12:00 noon on Friday, February 19, 2021
Application lists close® . ................... 12:00 noon on Friday, February 19, 2021
Expected Price Determination Date® . ..................... Friday, February 19, 2021

Announcement of the Offer Price, the level of indications
of interest in the International Offering, the level of
applications in the Hong Kong Public Offering and the
basis of allocations of the Hong Kong Offer Shares to
be published on the website of our Company at
www.joinn-lab.com and the website of the Stock

Exchange at www.hkexnews.hk on or before®™ .. ... ... . Thursday, February 25, 2021

Results of allocations in the Hong Kong Public Offering to
be available through a variety of channels as described in
the section headed “How to Apply for Hong Kong Offer
Shares — (D) Publication of Results” in this prospectus
from ) Thursday, February 25, 2021

Results of allocations in the Hong Kong Public Offering will be
available at the “IPO Results” function in the IPO App or
at www.tricor.com.hk/ipo/result or www.hkeipo.hk/TPOResult
with a “search by ID” function™ . ... ... .. ... .. .. ... .. Thursday,
February 25, 2021




EXPECTED TIMETABLEY

Dispatch of H Share certificates and HK eIPO White Form
e-Auto Refund payment instructions/refund checks
on or before! ) Thursday,
February 25, 2021

Dealings in the H Shares on the Stock Exchange
expected to commence at'”. .. ... L 9:00 a.m. on Friday,
February 26, 2021

Notes:
(1)  All dates and times refer to Hong Kong dates and times.

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

(3)  If there is a “black” rainstorm warning signal, a tropical cyclone warning signal number 8 or above and/or
Extreme Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, February
19, 2021, the application lists will not open and close on that day. See the section headed “How to Apply for
Hong Kong Offer Shares” in this prospectus.

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

(5)  The Price Determination Date is expected to be on or about Friday, February 19, 2021, and in any event, not
later than Saturday, February 20, 2021. If, for any reason, the Offer Price is not agreed between the Joint
Global Coordinators (for themselves and on behalf of the Underwriters) and us on or before Saturday, February
20, 2021, the Global Offering will not proceed and will lapse.

(6) None of the websites or any of the information contained on the websites forms part of this Prospectus.

(7)  If there is a “black” rainstorm warning signal, a tropical cyclone warning signal number 8 or above and/or
Extreme Conditions in force in Hong Kong from Tuesday, February 16, 2021 to Friday, February 26, 2021 then
the day of (i) announcement of the results of allocations under the Hong Kong Public Offering; (ii) dispatch
of H Share certificates/e-Auto Refund payment instructions/refund checks; and (iii) dealings in the H Shares
on the Stock Exchange may be postponed and an announcement may be made in such event.

(8)  The H Share certificates will only become valid at 8:00 a.m. on the Listing Date, which is expected to be
Friday, February 26, 2021, provided that the Global Offering has become unconditional in all respects at or
before that time. Investors who trade H Shares on the basis of publicly available allocation details or prior to
the receipt of the H Share certificates or prior to the H Share certificates becoming valid do so entirely at their
own risk.

e-Auto Refund payment instructions/refund checks will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering and in respect of successful applicants in the event
that the final Offer Price is less than the price payable per Offer Share on application.

The above expected timetable is a summary only. For details of the structure of the Global
Offering, including its conditions, and the procedures for applications for Hong Kong Offer
Shares, see “Structure of the Global Offering” and “How to Apply for Hong Kong Offer
Shares”, respectively.
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IMPORTANT NOTICE TO PROSPECTIVE INVESTORS

This Prospectus is issued by us solely in connection with the Hong Kong Public
Offering and the Hong Kong Offer Shares and does not constitute an offer to sell or a
solicitation of an offer to buy any security other than the Hong Kong Offer Shares offered
by this Prospectus pursuant to the Hong Kong Public Offering. This Prospectus may not
be used for the purpose of making, and does not constitute, an offer or invitation in any
other jurisdiction or in any other circumstances. No action has been taken to permit a
public offering of the Hong Kong Offer Shares in any jurisdiction other than Hong Kong
and no action has been taken to permit the distribution of this Prospectus in any
jurisdiction other than Hong Kong. The distribution of this Prospectus for purposes of a
public offering and the offering and sale of the Hong Kong Offer Shares in other
Jjurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or
authorisation by the relevant securities regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this Prospectus to make your
investment decision. The Hong Kong Public Offering is made solely on the basis of the
information contained and the representations made in this Prospectus. We have not
authorized anyone to provide you with information that is different from what is
contained in this Prospectus. Any information or representation not contained nor made
in this Prospectus must not be relied on by you as having been authorized by us, the Sole
Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers,
any of the Underwriters, any of our or their respective directors, officers, employees,
agents, or representatives of any of them or any other parties involved in the Global

Offering.
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SUMMARY

This summary aims to give you an overview of the information contained in this
Prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read the entire document before you decide to invest in the
Offer Shares.

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

Shares.

Various expressions used in this section are defined in the sections headed

“Definitions” and “Glossary of Technical Terms” in this Prospectus.

OUR COMPANY

We are a leading non-clinical CRO focused on drug safety assessment. We are also in the
process of expanding our offerings to an integrated range of services covering discovery,
pre-clinical and clinical trial stages in the drug R&D service chain. Our non-clinical studies
refer to pharmaceutical R&D studies other than clinical trials conducted on human subjects.
Such non-clinical studies encompass all major stages of the pharmaceutical R&D process,
including discovery, pre-clinical and clinical trial stages. Setting out as a CRO specialized in
pharmacology and toxicology studies for innovative drugs in China, we have now become the
largest CRO in non-clinical drug safety assessment in China with a market share of 15.7% in
terms of revenues in 2019, according to Frost & Sullivan. In 2019, the market size of China
and global non-clinical drug safety CRO market was US$415.7 million and US$4.8 billion,
respectively, accounting for approximately 6.1% and 7.7% of the US$6.8 billion and US$62.6
billion market size of China and global pharmaceutical CRO in 2019, respectively, according
to Frost & Sullivan. The A Shares of our Company have been listed on the Shanghai Stock
Exchange (stock code: 603127) since August 2017.

Building upon our core competency in drug safety assessment, we have been expanding
our service offerings with a view to becoming an integrated pharmaceutical R&D service
platform capable of providing a comprehensive portfolio of CRO services including non-
clinical studies, clinical trial and related services, and research model business. With our
project experience and scientific expertise, we aim to help our customers reduce R&D costs
and risks and improve the overall productivity and efficiency of their global pharmaceutical
R&D projects. With over 25 years of operating history, we have accumulated extensive
experience in regulatory requirements for new drug applications and are capable of conducting
complex research projects in accordance with applicable GLP standards and guidelines
promulgated by major jurisdictions around the world. In addition, our deep scientific and
practical expertise, coupled with our full suite of global qualifications and capabilities, enable
our customers to make global filings with a single set of research data, with a goal to greatly

improve efficiency and achieve significant cost savings.
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Headquartered in Beijing, we currently own and operate two GLP-certified facilities in
China strategically located in Beijing and Suzhou. We are a leading CRO in China in terms of
the size of GLP-compliant facilities, according to Frost & Sullivan. Our facilities located in
Beijing have a total GFA of approximately 11,600 sq.m. Our facilities in Suzhou have a total
GFA of approximately 61,600 sq.m. and we plan to commence the construction of
approximately 20,000 sq.m. of additional laboratories and research model facilities in 2021.
With a view to further expanding our service capacity and geographic reach, we are also
planning to build a drug safety assessment center for innovative drugs and a central laboratory
with associated platforms for bioanalytical services in Guangzhou, as well as laboratories for
GLP-compliant non-clinical studies, breeding facilities for research models and central
laboratories for clinical studies in Chongqing. We expect the Phase I of both facilities to
commence operation in 2023. In addition to our facilities in China, we have been broadening
our global footprint through organic growth and strategic acquisition. In 2019, we acquired
Biomere, a discovery-based, specialty CRO located in Worcester, Massachusetts with an
international customer base and strong reputation in customer services. For the nine months
ended September 30, 2020, Biomere generated RMB157.8 million in revenue, accounting for
25.0% of our total revenues and substantially all of our overseas revenues during the same
period. Combined with the facilities in northern California that we plan to lease and upgrade
in the near term, we aim to establish a strategic bi-coastal presence in the United States with
each of our U.S. facilities located within close proximity to the two prominent life science
centers in the United States.

We generated substantially all of our revenues from providing services in non-clinical
studies during the Track Record Period. We have also been expanding our clinical trial and
related services with a view to offering a more comprehensive range of CRO services to our
customers.

. Non-clinical studies. We currently offer a comprehensive range of non-clinical
studies, including (i) drug safety assessment, (ii) DMPK studies, and (iii)
pharmacology and efficacy studies, to support a variety of innovative drugs
sponsored by pharmaceutical and biotechnology companies, as well as academic and
research institutions in China and overseas.

. Clinical trial and related services. Our clinical trial and related services are still at
its early stage. They currently encompass three segments, namely (i) clinical CRO
services, (ii) co-managed phase I clinical research units (CRUs), and (iii)
bioanalytical services. Unlike traditional CROs, we have integrated all three
segments and provide our customers with an integrated platform for clinical trial

services.

. Research model business. We engage in the development, production, breeding and
sales of high-quality research models to support a wide range of non-clinical studies.
Our research models currently include rodents and non-human primates. We sell
rodent research models mainly to local academic and research institutions. Going
forward, we do not plan to further grow or expand our sales of rodent research

_2_
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models, and we are currently focused on carrying out scientific studies and breeding
of non-human primate research models with a goal to producing high-quality
non-human primate research models at scale in the long term. During the Track
Record Period, we mainly generated revenue from sales of rodents and did not
generate any revenue from sales of non-human primate research models.

We have a large, high-quality, loyal and expanding customer base. The total number of
our customers increased from approximately 280 in 2017 to approximately 350 in 2018 and to
approximately 450 in 2019. In the nine months ended September 30, 2020, we served
approximately 520 customers. Among our expanding customer base, we have provided services
to seven of the top 10 pharmaceutical companies in terms of revenue in the China
pharmaceutical market in 2019, as well as a growing number of innovative biotechnology
companies. As of the Latest Practicable Date, we had served our top five customers in 2019 for
an average of over six years, with a 100% customer retention rate in 2019 for our top five
customers in 2018. Our predominant leadership in drug safety assessment has also allowed us
to attract our existing customers to our growing clinical trial services through cost-effective
cross-selling efforts in a manner of seamless transition. In 2019, 100% of our top 10 customers
procured more than one services from us. The contracted future revenue for our services was
RMB1,776.5 million as of December 31, 2020.

Led by our Chairperson and founder Ms. Feng and our Vice Chairperson of the Board and
Executive Director Mr. Zuo, our core management team has on average over 30 years of
experience in toxicology and pharmacology and is dedicated to the development of novel
therapies for unmet medical needs since our inception, contributing to our consistently
high-quality services and industry leadership. We have also attracted a deep pool of talented
and skilled research professionals, who are the most valuable assets to support our future
growth. Their technical expertise, combined with extensive know-how accumulated through
managing complex R&D projects, provide us with a competitive edge against our competitors.

We achieved robust growth and profitability at scale during the Track Record Period. Our
total revenues increased from RMB301.3 million in 2017 to RMB408.8 million in 2018 and
further to RMB639.4 million in 2019, representing a CAGR of 45.7%. Furthermore, our total
revenues increased by 83.5% from RMB344.2 million in the nine months ended September 30,
2019 to RMB631.5 million in the nine months ended September 30, 2020, partly due to our
acquisition of Biomere a discovery-based, specialty CRO in the United States. Our profit for
the year increased from RMB79.9 million in 2017 to RMB105.3 million in 2018 and further
to RMB187.7 million in 2019, representing a CAGR of 53.2%. Furthermore, our profit for the
period increased by 65.1% from RMBS85.9 million in the nine months ended September 30,
2019 to RMB141.9 million in the nine months ended September 30, 2020, partly due to our
acquisition of Biomere, among other reasons. For additional information about Biomere’s
business and its magnitude, see “Business — Our Growing Overseas Operations.”
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OUR STRENGTHS

We believe the following strengths differentiate us from our competitors:

. Leading non-clinical CRO in drug safety assessment, with growing integrated
service offerings and expanding global footprint;

. Full suite of seamlessly integrated and managed global qualifications and
capabilities;

. Scientific and technical excellence accumulated over unparalleled project
experience;

. Dedicated and experienced management team supported by industry-seasoned
professionals;

. Large, high-quality, loyal and expanding customer base; and

. Strategic network of facilities across China and the United States with expanding
global service capabilities.

OUR GROWTH STRATEGIES
We plan to execute the following strategies to fulfil our mission:
. Strengthen non-clinical service offerings and expanding facilities;

. Expand global footprint and enhance global service capabilities;
o Broaden service offerings with a focus on clinical trial services;

. Attract, train and retain talents to support rapid growth in China and the United
States;
. Expand research models facilities to support our non-clinical studies; and

. Pursue acquisition and strategic opportunities.

OVERVIEW OF OUR SERVICE OFFERINGS

Founded in 1995, we set out as a CRO specialized and excelling in pharmacology and
toxicology assessment for innovative drugs in China, and have now become the largest and
leading CRO in non-clinical drug safety assessment services in China in terms of revenues in
2019, according to Frost & Sullivan. Building upon our core competency in drug safety
assessment, we have grown our business to establish an integrated pharmaceutical R&D
service platform capable of providing a comprehensive portfolio of CRO services including (i)
non-clinical studies, (ii) clinical trial and related services, and (iii) research model business.

As a trusted research partner of our customers, we strive to provide high-quality,
integrated, effective and customized CRO solutions to pharmaceutical and biotechnology
companies as well as academic and research institutions. With our scientific expertise and
accumulated first-hand project experience, we strive to productively and efficiently help them
complete critical milestones of their complex R&D process and reduce the overall costs and
risks associated with drug R&D. In addition, we have extensive experience and knowledge in
regulatory requirements for new drug applications and capable of conducting complex research
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projects in accordance with applicable GLP standards and guidelines promulgated by major
jurisdictions. This capability has enabled us to support our customers’ IND applications in both
China and overseas, including in the United States and other major foreign jurisdictions, with
a single set of research data.

The table below sets forth a breakdown of our revenue by service type for the periods
indicated, both in actual terms and as a percentage of total revenue. For details of revenue

generated from each type of services, please refer to “Business — Our Service Offerings.”

For the nine months ended
For the year ended December 31, September 30,

2017 2018 2019 2019 2020
RMB % RMB % RMB % RMB % RMB %

(in thousands, except for percentages)

Non-clinical studies

Services . . .. ... ... 292269 970 403,768 988 630,190  98.5 337,881 982 626,801  99.3
Clinical trial and related

Services . . ... .. ... - - 158 0.0 4,907 0.8 3,556 1.0 3,271 0.5
Sales of research models . . 9,010 3.0 4,872 12 4,282 0.7 2,738 0.8 1,435 0.2
Total .. .......... 301,279 100.0 408,798  100.0 639,379  100.0 344,175  100.0 631,513  100.0

OUR FEE MODELS

Our service fee arrangements in relation to our non-clinical studies and clinical trial and
related services are primarily in accordance with the fee-for-service (“FFS”) model. Under the
FFS model, we typically enter into a master service agreement with our customers and receive
payments in accordance with a pre-agreed payment schedule pursuant to such master service
agreement. We generally determine the fee levels for each research project based on a number
of factors, including but not limited to the scope of the services required, the underlying drug
candidate, the estimated costs and expenses of the required services, the estimated amount of
time to be allocated to the project and the prices charged by our competitors for similar
services, among other factors. Our service contracts and work orders typically include a
detailed schedule that sets forth specifications of the services to be provided, the anticipated
delivery time and the payment dates.

During the Track Record Period, we sold a small amount of research models to our
customers, including third-party academic and research institutions, at a price per unit as
specified in the relevant sales contract. The unit prices of our research models differ based on
a number of factors, including but not limited to the cost to us for breeding and maintaining
a particular strain or species, the weight, age and grade of “cleanness” (e.g., “clean” or
“specific-pathogen free”) of the research model, the purchase volume, and the prices charged
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by our competitors for similar products. We typically bill our customers within two weeks
following the shipment of ordered research models, and our customers are required to make a
full payment within a month after they receive the bill. Revenues generated from sales of
research models accounted for 3.0%, 1.2%, 0.7% and 0.2% of our revenues for the years ended
December 31, 2017, 2018 and 2019 and the nine months ended September 30, 2020,
respectively.

OUR CUSTOMERS

Most of our customers are pharmaceutical and biotechnology companies, including global
and Chinese blue-chip pharmaceutical companies and small-to-medium-sized biotechnology
companies. The total number of customers we served annually increased from approximately
280 in 2017 to approximately 350 in 2018 and to approximately 450 in 2019. In the nine
months ended September 30, 2020, we served approximately 520 customers. Among our
expanding customer base, we have provided services to seven of the top 10 pharmaceutical
companies in terms of revenue in the China pharmaceutical market in 2019. We have also
provided services to a growing number of innovative biotechnology companies.

As of the Latest Practicable Date, we had served our top five customers in 2019 for an
average of over six years, with a 100% customer retention rate in 2019 for our top five
customers in 2018. In 2019, 100% of our top ten customers procured more than one service
from us within the same year. Our large and loyal customer base provides us with strong
visibility into future revenue growth. Our contracted future revenue was RMB1,776.5 million
as of December 31, 2020.

In 2017, 2018, 2019 and the nine months ended September 30, 2020, our five largest
customers together accounted for 15.8%, 17.6%, 14.5% and 13.2%, respectively, of our total
revenues, and our largest customer accounted for 4.4%, 5.2%, 4.1% and 4.2%, respectively, of
our total revenues. One of our five largest customers in 2017 and 2019, which is held as to
40.29% in aggregate by Mr. Zhou, who is also the chairperson of the board of directors of and
legal representative of Staidson, and Ms. Feng. For more information, see “Relationship with
Our Controlling Shareholders”, “Connected Transactions” and “Business — Our Customers.”

OUR SUPPLIERS

To support our comprehensive services offerings, we procure a wide variety of raw
materials such as experimental consumables, research models and equipment, mainly for our
non-clinical studies. Our major suppliers are primarily located in China, and we have
established stable relationships with many of our key suppliers.
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In 2017, 2018, 2019 and the nine months ended September 30, 2020, the total amount
purchased from our five largest suppliers together accounted for 49.8%, 53.5%, 46.9% and
44.6%, respectively, of our total procurements amount, and our largest supplier, which was a
supplier of research models, accounted for 18.7%, 25.5%, 22.8% and 29.4%, respectively, of
our total procurement amount during such periods. For more information, see “Business — Our
Suppliers.”

SALES AND MARKETING

We have established marketing and sales teams to increase our brand reputation and
market our pharmaceutical R&D services directly to pharmaceutical and biotechnology
companies. The marketing department is responsible for our brand promotion, market publicity
and organizing various online and offline marketing activities and industry events. The sales
department is responsible for executing and managing our sales targets and converting
prospective customers. The sales work includes liaising with customers, gathering customers’
needs, and tailoring contracts to reflect customers’ particular needs.

Our sales and marketing personnel are strategically based in key pharmaceutical R&D
centers in China and the United States. Leveraging our strong business development
capabilities, we work closely across different geographic markets to attract and serve
customers with cross-border or cross-region service needs and expand our customer base
across local markets in both China and the United States. As of September 30, 2020, we had
over 30 sales and marketing staff. As our service offerings and customer base continue to
expand, we plan to further expand our sales and marketing force accordingly.

OUR FACILITIES

We are headquartered in Beijing, China. We have facilities with a total GFA of
approximately 206,000 sq.m. strategically located in Beijing, Suzhou and Nanning in the PRC,
as well as facilities located in Worcester, Massachusetts in the United States with a total GFA
of approximately 7,800 sq.m. Our facilities in Beijing passed the NMPA initial inspections for
GLP certification in 2005, received NMPA GLP certificate in 2011 (and passed regular
inspections in 2014, 2017 and 2020). Our facilities in Beijing also received AAALAC
certificate in 2008 (and passed inspections in 2012, 2015 and 2018), and passed GLP
inspections of the U.S. FDA in 2009 and 2013. Our facilities in Suzhou received AAALAC
certificate in 2008 (and passed inspections in 2012, 2015 and 2018), NMPA GLP certificate in
2013, 2014 and 2020, OECD GLP certificate in 2015 and 2017, and passed GLP inspections
of the U.S. FDA in 2016 and 2019 and the NMPA GLP inspections in 2017 and 2020. Our U.S.
subsidiary Biomere successfully passed its FDA inspection and started providing GLP services
on specialty studies in 2019.

To further scale our operations, we are expanding our service capabilities and capacity by
renovating our existing facilities in Suzhou and future northern California facilities and
building new facilities in Suzhou, Wuzhou, Guangzhou and Chongqing. For further details,
please see “Business — Our Facilities” and “Future Plans and Use of Proceeds.”
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COMPETITION

The global non-clinical drug safety assessment industry is led by two U.S. based global
players with dominant market shares in the United States and other overseas markets, followed
by a large number of much smaller players focused on different geographic markets and service
offering segments. The China-based non-clinical drug safety assessment industry is relatively
concentrated with the top six players accounting for 41.9% of the market share in terms of total
revenues in 2019, followed by a large number of much smaller players in regional markets. We
ranked the first in the China-based non-clinical drug safety assessment market in terms of
market share by total revenues in 2019 with a market share of 15.7%. For more details, see

“Business — Competition.”

SUMMARY FINANCIAL INFORMATION

The following tables summarize our consolidated financial information during the Track
Record Period and should be read in conjunction with the section headed “Financial
Information” of this Prospectus and the accountants’ report set out in Appendix I to this
Prospectus, together with the respective accompanying notes.
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Our total revenue increased steadily from 2017 to 2019 as we continued to expand our
facilities’ capacity and our service capabilities to provide additional types of non-clinical
studies to an increasing number of customers. Our total revenue increased from RMB344.2
million for the nine months ended September 30, 2019 to RMB631.5 million for the nine
months ended September 30, 2020 primarily due to (i) the revenue contribution of RMB157.8
million for the nine months ended September 30, 2020 from Biomere which we acquired in
December 2019 and (ii) the organic growth of the non-clinical studies business of our Group
(excluding Biomere) by 38.8% from RMB337.9 million in the nine months ended September
30, 2019 to RMB469.0 million in the nine months ended September 30, 2020, primarily due

to the rising customer demand for our non-clinical studies.

We have biological assets, which primarily consist of non-human primate research models
that we host at our Nanning facilities, including those used for non-clinical studies, which are
classified as current assets and those maintained for the purposes of breeding, which are
classified as non-current assets. We host such non-human primate research models at our
Nanning facilities primarily for the purposes of scientific research and breeding, with a view
to achieving production at scale in the long run. We measure biological assets upon initial
recognition and at the end of each reporting period at their fair value less costs of disposal. Fair
value gains or losses with respect to our biological assets are attributable to changes in the
market-determined prices, species, growing conditions, costs incurred and professional
valuation. The fair value of our biological assets at each reporting date during the Track Record
Period was determined by an independent professional appraiser. The fair value of our
biological assets as of December 31, 2017, 2018 and 2019 and September 30, 2020 was
RMB44.2 million, RMB22.5 million, RMB30.9 million and RMB48.0 million, respectively. As
of December 31, 2017, 2018 and 2019 and September 30, 2020, the fair value of our biological
assets only represented 4.5%, 1.9%, 2.0% and 2.5% of our total assets, respectively. During the
Track Record Period, our gross profit margin and profit margin were not materially affected by
biological assets fair value adjustments. For details on the valuation and the application of
various assumptions, see “Financial Information — Valuation of Biological Assets.”

For more information, see “Financial Information — Description of Key Statement of
Profit or Loss Items” and “Financial Information — Discussion of Results of Operations.”
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Summary of Consolidated Statements of Financial Position

As of
As of December 31, September 30,
2017 2018 2019 2020

(RMB in thousands)
Current assets . . . .. .............. 619,927 714,502 715,919 936,297
Current liabilities . . . ... ........... 323,106 424,506 554,051 725,817
Net current assets . . .. ............ 296,821 289,996 161,868 210,480
Non-current assets . . ... ........... 354,199 462,474 854,222 981,715
Total assets less current liabilities . . . . . . . 651,020 752,470 1,016,090 1,192,195
Non-current liabilities. . . . ... ... .. ... 74,465 85,050 166,145 173,659
Netassets . .. .................. 576,555 067,420 849,945 1,018,536
Share capital . .. ..... ... ... .. ... 81,800 114,995 161,717 226,745
Reserves . . . ... .. ... ... . ... .. .. 494,403 552,224 087,483 792,217
Non-controlling interests . . . . ... ...... 352 201 745 (426)
Total equity. . . .. .......... .. ... 576,555 067,420 849,945 1,018,536

Our net current assets decreased to RMB161.9 million as of December 31, 2019 from

RMB290.0 million as of December 31, 2018 primarily due to an increase of current liabilities

by RMBI129.5 million attributable to an increase of contract liabilities, trade payables,

interest-bearing borrowings and other payables. Our non-current assets increased from
RMB462.5 million as of December 31, 2018 to RMB854.2 million as of December 31, 2019

mainly attributable to an increase of RMB167.2 million in property, plant and equipment and

an increase of RMB134.0 million in goodwill, both as a result of our acquisition of Biomere

in December 2019. For more information, see ‘“Financial Information — Discussion of

Selected Items from the Consolidated Statements of Financial Position.”
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Summary of Consolidated Cash Flow Statements

For the nine months

For the year ended December 31, ended September 30,
2017 2018 2019 2019 2020
(in RMB thousand)
(unaudited)
Net cash generated from
operating activities . ... .. 118,320 160,824 148,939 101,002 234,113
Net cash used in
investing activities . ... .. (220,530) (252,045) (103,723) (69,500) (178,940)

Net cash generated

from/(used in) financing

activities . ... ....... .. 224218 (15,540) (17,474) (16,781) (35,180)
Effect of foreign exchange

rate changes on cash and

cash equivalents . . . ... .. (90) 837 523 924 (681)

Net increase/(decrease) in

cash and cash equivalents . 121,918 (105,924) 28,265 15,645 19,312
Cash and cash equivalents at
January 1 ............ 132,699 254,617 148,693 148,693 176,958

Cash and cash equivalents
at December 31/
September 30 ... ... ... 254,617 148,693 176,958 164,338 196,270

The difference between our net cash generated from operating activities and our profit
before tax primarily resulted from (i) the exclusion of certain non-operating incomes and
gains/losses (such as changes in fair value of biological assets, change in fair value of financial
assets at FVTPL, interest income and finance cost), (ii) adjustment for non-cash items (such
as depreciation and amortization and equity-settled share-based payment expenses), and (iii)
changes in working capital. We measure our working capital by the aggregate amount of
inventories, trade and bills receivables and contract assets less the aggregate amount of trade
payables and contract liabilities. Our cash used in investing activities mainly reflects our cash
used for our purchase of wealth management products to manage our cash on hand, acquisition
of a subsidiary and purchase of property, plant and equipment. Our cash generated from or used
in financing activities mainly comprises share issuances, payment of dividends and bank
borrowings. For additional information, see “Financial Information — Liquidity and Capital
Resources.”
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KEY FINANCIAL RATIOS

The following table sets forth certain of our key financial ratios as of the dates or for the

periods indicated.

Profitability ratios

Gross profit margin®

Net profit margin®

Liquidity ratio
Current ratio”
Leverage ratio

Gearing ratio™® . . . .

Notes:

1)

Nine months

ended

Year ended December 31, September 30,
2017 2018 2019 2020
55.0% 51.0% 51.4% 50.5%
26.5% 25.8% 29.4% 22.5%
As of

As of December 31, September 30,
2017 2018 2019 2020
1.92 1.68 1.29 1.29
0.0% 0.0% 2.6% 2.6%

(1) Gross profit margin is calculated using gross profit divided by revenue and multiplied by 100%. The
biological assets fair value adjustments only had a limited impact on our gross profit margin during the
Track Record Period. For additional information, see “Financial Information.”

(2)  Net profit margin is calculated using profit for the year/period divided by revenue and multiplied by
100%. The biological assets fair value adjustments only had a limited impact on our net profit margin
during the Track Record Period. For additional information, see “Financial Information.”

(3)  Current ratio is calculated using total current assets divided by total current liabilities.

(4)  Gearing ratio is calculated using interest-bearing bank borrowings divided by total equity.

Our gross profit margins and net profit margins were primarily driven by the gross profit

margins and net profit margins of our non-clinical studies services, which accounted for 97.0%,
98.8%, 98.5%, 98.2%, 99.3% of our total revenues for the years ended December 31, 2017,
2018, 2019 and nine months ended September 30, 2019 and 2020, respectively.

Our gross profit margin decreased slightly from 55.0% for the year ended December 31,

2017 to 51.0% for the year ended December 31, 2018 primarily due to increased overhead costs

during such periods. Our gross profit margin remained relatively stable for the year ended

December 31, 2019 at 51.4%. Our gross profit margin further decreased to 50.5% for the nine

months ended September 30, 2020 primarily due to an increase in the costs of non-human

primate research models procured to support our non-clinical studies and our acquisition of
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Biomere which primarily offers non-GLP services with a relatively lower profit margin as
compared to GLP services that we provide. Gross profit margins were not significantly affected
by biological assets fair value adjustments.

Our net profit margin remained relatively stable at 26.5% in 2017 and 25.8% in 2018. Our
net profit margin increased from 25.8% in 2018 to 29.4% in 2019, primarily due to the
continuous improvement in the cost efficiency of our operations as we continued to scale our
operations. Our net profit margin decreased from 29.4% in 2019 to 22.5% in the nine months
ended September 30, 2020, primarily due to (i) the increased general and administrative
expenses primarily attributable to the increased staff costs, and (ii) our acquisition of Biomere
which primarily offered non-GLP services with a relatively lower profit margin. Net profit
margins were not significantly affected by biological assets fair value adjustments.

SUMMARY OF MATERIAL RISK FACTORS

Our business and the Global Offering involve certain risks, which are set out in the
section headed “Risk Factors.” You should read that section in its entirety carefully before you

decide to invest in our H Shares. Some of the major risks we face are relating to:

. We rely on our customers’ demand for CRO services and their spending budget. Any
reduction in our customer’s demand or spending could have a material adverse effect
on our business, financial condition, results of operations and prospects.

. We may not be able to execute our growth strategies or manage our growth
effectively, which may materially and adversely affect our business and prospects.

. If we fail to expand our facilities or efficiently optimize utilization of our facilities
to meet rising customer demands, our operating results could be adversely affected.

. Any failure to comply with existing or future changes in laws, regulations or
industry standards or any adverse actions taken by government authorities against us
could negatively impact our reputation, business, financial condition, results of
operations and prospects.

. Our failure to obtain or renew certain regulatory approvals, licenses, assurances,
permits, registrations or certificates required for our business may materially and
adversely affect our business, financial condition, results of operations and
prospects.

. If our service and product quality does not meet customers’ standards or evolving
needs, we may lose or fail to attract customers.

. We may face goodwill impairment risks in connection with our Biomere acquisition.

. The pharmaceutical CRO market is highly competitive. We may not be able to
compete effectively, which may result in downward pricing pressure and reduced
demand for our services.
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OUR SHAREHOLDERS

Since August 25, 2017, our A Shares have been listed on the Shanghai Stock Exchange
(stock code: 603127). Immediately following the completion of the Global Offering (assuming
the Over-allotment Option is not exercised and without taking into account any A Shares to be
issued upon exercise of the share options granted under the Share Option and Restricted Share
Award Schemes), Ms. Feng and Mr. Zhou, a group of Controlling Shareholders by virtue of
their spousal relationship, will hold 98,642,454 Shares in total, representing 36.43% of our
total issued Shares. Accordingly, Ms. Feng and Mr. Zhou will remain as our Controlling
Shareholders immediately after the Listing. For further details, see “Relationship with Our
Controlling Shareholders.”

RECENT DEVELOPMENTS

The COVID-19 Outbreak and Its Effects on Our Business

Since the end of December 2019, the outbreak of a novel strain of coronavirus named
COVID-19 has materially and adversely affected the global economy. In response, countries
across the world, including China and the United States, have imposed widespread lockdowns,
closure of work places and restrictions on mobility and travel to contain the spread of the virus.
As of the Latest Practicable Date, substantially all of the Chinese cities had eased or lifted

domestic travel restrictions and resumed normal social activities, work and production.

To varying degrees, our business operations, including the acquisition and execution of
our research projects, the procurement of supplies and consumables and the expansion and
renovation of our facilities, had been affected by the COVID-19 outbreak. Despite the
temporary disruptions, based on the knowledge of our Directors, there had not been any
cancellation of any of our ongoing projects, material issues with collection of customer
receivables, or material disputes with any customers as a result of the COVID-19 outbreak.
Amid the COVID-19 outbreak, the total revenues of our Group (excluding Biomere, which we
acquired in December 2019) grew by 37.6% from RMB344.2 million in the nine months ended
September 30, 2019 to RMB473.7 million in the nine months ended September 30, 2020.
During the same period, our total revenues (including contributions from Biomere) increased
by 83.5% from RMB344.2 million to RMB631.5 million, and our gross profit increased by
83.5% from RMB173.8 million to RMB318.9 million. Since the beginning of the COVID-19
pandemic, Biomere, our U.S. subsidiary, has taken a proactive approach to protecting its
employees and business. Senior management of Biomere regularly monitored federal and state
policies and kept in touch with UMass Memorial Health Care to stay informed and ahead of
trends of the pandemic. Although the nature of Biomere’s business does not allow for a
majority of the employees to work from home, those that could were encouraged to do so.
During the COVID-19 outbreak and as of the date of this prospectus, Biomere was able to
maintain normal operations while providing its customers with services for continued drug
discovery and development. Biomere maintained normal operations by taking measures that the
management deemed necessary to ensure the high standards of workplace safety. Such
measures include leveraging virtual meetings for work, requiring employees who work on site
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to wear masks and obey social distancing policies, informing employees with governmental
guidelines, and preparing guidance materials on COVID-19 for employees. In addition,
Biomere screened on-site visitors for their health conditions and encouraged employees to
routinely measure their body temperature and check health conditions. It also deployed creative
ways for promoting its brand and conducting business development activities virtually and
through other mediums as in-person scientific or customer meetings were largely canceled and
became virtual. Overall, the COVID-19 outbreak had a limited and transient impact on
Biomere’s operations, and its financial performance in 2020 was largely in line with its original
pre-COVID-19 projections and budgets. Based on the foregoing, our Directors believe that
there had not been any material adverse impacts on our business, results of operations and
prospects as a result of the COVID-19 outbreak. For more details related to the COVID-19
outbreak, its effects on our business and our remedial measures, see “Financial Information —
Effects of the COVID-19 Outbreak on Our Business.”

In the worst case scenario of assuming nil annual revenue from customers, our Directors
estimate that (i) our cash and cash equivalents as of September 30, 2020 and (ii) 10% of net
proceeds from the Global Offering, based on the low end of the Offer Price range of
HK$133.00 to HK$151.00 per share and assuming no Over-allotment Option is exercised are
sufficient to maintain our financial viability for a 14-month period from September 30, 2020
in settling (i) our estimated net cash used in operating activities, including estimated monthly
fixed costs, payment for trade payables and settlement of trade receivables, and (ii) our
estimated net cash used in financing activities, including repayment of bank borrowings and

lease payments.

U.S.-China Trade Disputes

In December 2019, the U.S. and China reached a partial trade deal, under which the U.S.
agreed to cancel some new tariffs and reduce rates for certain other duties in exchange for
China to purchase more U.S. agricultural products and to make changes in the intellectual
property and technology fields. In light of the current situation and the nature of the CRO
industry, the U.S.-China trade disputes have not had any material adverse impact on the CRO
industry or our business operations in the Track Record Period and up to the Latest Practicable
Date, and our Directors are not aware of any on-going trade-related disputes between the
United States and China, any new sanctions imposed by the United States or any counter-
measures imposed by China, or any expected changes in the U.S.-China policies which may
adversely affect our business in the near future. Given the inherent uncertainties associated
with international relations, we cannot guarantee, however, that the U.S.-China tension will not
escalate in a way that may result in a material adverse effect on our results of operations in the
long term. For example, our potential acquisitions and investments in the United States, if any,
may be affected by heightened regulatory requirements or scrutiny if the current U.S.-China
disputes continue to escalate. See “Risk Factors — Risks Relating to Our Business and Industry
— Changes in international trade or investment policies and barriers to trade or investment, in
particular the ongoing conflicts between the U.S. and China, may have an adverse effect on our

business and expansion plans.”
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SUMMARY

No Material Adverse Change

Our Directors confirm that, as of the date of this Prospectus, there has been no material
adverse change in our financial or trading position, indebtedness, mortgage, contingent
liabilities, guarantees or prospects of our Group since September 30, 2020, the end of the
period reported on in the Accountants’ Report set out in Appendix I to this Prospectus and there
is no event which would materially affect the information contained in the Accountants’ Report
and the profit estimate of our Company set out in Appendix IIB to this Prospectus.

USE OF PROCEEDS

The net proceeds from the Global Offering which our Company will receive, after
deducting the underwriting commissions, the discretionary incentive fee (assuming the full
payment of the discretionary incentive fee of the aggregate Offer Price of all the Offer Shares
under the Global Offering) and the estimated expenses in relation to the Global Offering
(assuming the Over-allotment is not exercised), will be approximately HK$5,909.8 million,
assuming an Offer Price of HK$142.00 (being the mid-point of the Offer Price Range).

Our Company intends to use such net proceeds for the following purposes:

Allocation of the estimated

net proceeds Proposed main purposes

16.0%, or HK$945.6 million Expand the service capacity of our Suzhou facilities
(equivalent to approximately primarily by (i) renovating the existing GLP
RMB789.3 million) . ....... laboratory facilities and equipment, (ii) building new

laboratories and research model facilities, and (iii)
recruiting experienced professionals.

10.0%, or HK$591.0 million Strengthen our U.S. operations to cater to the rising
(equivalent to approximately customer demand for services provided by Biomere.
RMB493.3 million) . .......

39.0%, or HK$2,304.8 million Further expand our facility network and service
(equivalent to approximately capabilities in China primarily by (i) constructing
RMB1,923.8 million). ... ... new facilities in Guangzhou and Chongqing, (ii)

recruiting experienced professionals, and (iii)
developing cutting-edge technologies.

5.0%, or HK$295.5 million Broaden and deepen our integrated CRO service

(equivalent to approximately offerings with a particular focus on further expanding

RMB246.6 million) ........ our clinical trial and related services.
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SUMMARY

Allocation of the estimated
net proceeds Proposed main purposes

20.0%, or HK$1,182.0 million Fund potential acquisitions of suitable (i) CROs
(equivalent to approximately focused on non-clinical studies, (ii) CROs focused on
RMB986.6 million) . ....... clinical trials, and/or (iii) research model production

facilities in both China and overseas to further
implement our strategies to broaden our integrated
service offerings along the drug R&D value chain and
expand our overseas footprint.

10.0%, or HK$591.0 million Working capital and general corporate purposes.
(equivalent to approximately
RMB493.3 million) . .......

For further details, see “Future Plans and Use of Proceeds.”
DIVIDENDS

During the Track Record Period, we declared cash dividends to our shareholders as
follows:

Nine months ended
Year ended December 31, September 30,

2017 2018 2019 2019 2020
(RMB in thousands)

Final dividend in
respect of the
previous year,
declared and paid
during the
year/period . ...... - 24,642 34,498 34,498 55,051

Dividend per ordinary
share (RMB) . ... .. - 0.3 0.3 0.3 0.34

As of the Latest Practicable Date, all dividends declared had been fully paid.
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SUMMARY

We may declare dividends in the form of cash, stock or a combination of cash and stock
after taking into account our cash flow condition, operation growth, net assets per share and
other factors that are true and reasonable. When there is no planned material investments or
cash expenditures, our Board should prioritize cash as the form of dividends, and the total
amount of the dividends declared in the form of cash should equal or exceed 15% of the
distributable net profit. Any declaration and payment as well as the amount of dividends will
be subject to our constitutional documents and applicable law. In general, we should declare
dividends at least once in the years when our operations yield net profit. Our Shareholders at
a general meeting must approve any declaration of dividends, which must not exceed the
amount recommended by our Board. In addition, our Board may from time to time propose
such interim cash dividends as our Board considers to be justified by our capital condition, or
special dividends of such amounts and on such dates as they think appropriate. The calculation
of our distributable profits is in accordance with PRC GAAP. We do not expect that there will
be significant difference between the net profit under the currently effective PRC GAAP and
IFRS after Listing. No dividend shall be declared or payable except out of our profits and
reserves lawfully available for distribution. Our future declarations of dividends may or may
not reflect our historical declarations of dividends and will be at the absolute discretion of our
Board.

LISTING EXPENSES

Our listing expenses mainly include underwriting fees and commissions and professional
fees paid to legal, accounting and other advisors for their services rendered in relation to the
Listing and the Global Offering. Assuming full payment of the discretionary incentive fee, the
estimated total listing expenses (based on the mid-point of the Offer Price Range and assuming
that the Over-allotment Option is not exercised) for the Global Offering are approximately
HK$263.1 million, accounting for approximately of 4.28% of our gross proceeds. An estimated
amount of HK$9.0 million of our listing expenses, accounting for approximately 0.15% of our
gross proceeds, is expected to be expensed through the statement of profit or loss and the
remaining amount of HK$254.1 million is expected to be recognized directly as a deduction

from equity upon the Listing.

During the Track Record Period, we incurred listing expenses of approximately HK$7.4
million which was recognized as prepayments in the consolidated statement of financial
position as of September 30, 2020, and will be accounted for as a deduction from equity upon
Listing. Subsequent to the Track Record Period, we expect to further incur listing expenses of
HK$255.7 million prior to and upon completion of Listing, of which (i) HK$9.0 million is
expected to be recognized as expenses in our consolidated statement of profit and loss and
other comprehensive income; and (ii) HK$246.7 million is expected to be accounted for as a

deduction from equity upon Listing under the relevant accounting standard.
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SUMMARY

GLOBAL OFFERING STATISTICS

All statistics in the following table are based on the assumptions that (i) the Global
Offering has been completed and 43,324,800 new H Shares are issued pursuant to the Global
Offering; and (ii) the Over-allotment Option is not exercised and without taking into account
any A Shares to be issued upon exercise of the share options granted under the Share Option
and Restricted Share Award Schemes.

Based on an Based on an

Offer Price of Offer Price of

HK$133.00 HK$151.00

HKS$5,762 HK$6,542

Market capitalization of our H Shares™ .. ... ... million million
Unaudited pro forma adjusted net tangible asset

per Share® .. ... .. ... ... ... HK$23.82 HK$26.61

Notes:

(1)  The calculation of market capitalization is based on 43,324,800 H shares expected to be in issue
immediately upon completion of the Global Offering (assuming the Over-allotment Option is not
exercised and without taking into account any A Shares to be issued upon exercise of the share options
granted under the Share Option and Restricted Share Award Schemes).

(2)  The unaudited pro forma adjusted net tangible asset per Share as at September 30, 2020 is calculated
after making the adjustments referred to in “Appendix IIA — Unaudited Pro Forma Financial
Information”.

PROFIT ESTIMATE FOR THE YEAR ENDED DECEMBER 31, 2020 AND
UNAUDITED PRO FORMA ESTIMATED BASIC EARNINGS PER SHARE

Our Directors estimate, on the bases set out in Appendix IIB and Appendix IIA to this
prospectus, certain profit estimate data of the Company for the year ended December 31, 2020

as follows:

Estimated consolidated profit attributable to

equity shareholders of the Company ......... not less than RMB300.9 million
Unaudited pro forma estimated basic earnings
per share .......... ... ... .. ... . .. ... .. not less than RMB1.12

The profit estimate, for which our Directors are solely responsible, has been prepared by
them based on the audited consolidated results of our Group for the nine months ended
September 30, 2020 and the unaudited consolidated results based on the management accounts
of our Group for the three months ended December 31, 2020. The calculation of unaudited pro
forma estimated basic earnings per Share is based on the estimated consolidated profit
attributable to equity shareholders of our Company for the year ended December 31, 2020 and
on the assumption that a weighted average number of 269,125,686 Shares (including weighted
average number of 225,800,886 A shares in issue for the year ended December 31, 2020 and
43,324,800 H shares to be issued pursuant to the Global Offering as if such H Shares had been
in issue on January 1, 2020) were in issue for the year ended December 31, 2020, and does not
take into account any shares which may be issued upon the exercise of the Over-allotment
Option and the options granted under the share option schemes.
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DEFINITIONS

In this Prospectus, unless the context otherwise requires, the following terms and
expressions have the meanings set forth below.

“2018 Share Option and
Restricted Share Award

Scheme”

“2019 Share Option and
Restricted Share Award

Scheme”

“2020 Share Option Scheme”

“A Shareholders”

“A Shares”

“AAALAC”

“Articles of Association” or
“Articles”

“associate(s)”

a share option and restricted share award scheme adopted
and approved by our Company on February 27, 2018, the
principal terms of which are set out in the section headed
“Statutory and General Information — 2. Further
Information about Our Business — C. Share Option and
Restricted Share Award Schemes” in Appendix V to this
Prospectus

a share option and restricted share award scheme adopted
and approved by our Company on August 15, 2019, the
principal terms of which are set out in the section headed
“Statutory and General Information — 2. Further
Information about Our Business — C. Share Option and
Restricted Share Award Schemes” in Appendix V to this
Prospectus

a share option scheme adopted and approved by our
Company on July 15, 2020, the principal terms of which
are set out in the section headed “Statutory and General
Information — 2. Further Information about Our
Business — C. Share Option and Restricted Share Award
Schemes” in Appendix V to this Prospectus

holders of the A Shares

ordinary shares issued by our Company, with a nominal
value of RMB1.00 each, which are subscribed for or
credited as paid in Renminbi and are listed for trading on
the Shanghai Stock Exchange

the Association for Assessment and Accreditation of

Laboratory Animal Care International

the articles of association of our Company, as amended,
which shall become effective on the Listing Date, a
summary of which is set out in Appendix III to this

Prospectus

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS

“Biomere”

“Biorichland”

“Board” or “Board of Directors”

“business day”

“CAGR”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

Biomedical Research Models, Inc., a limited liability
company incorporated in Massachusetts, the United
States, on December 11, 1996 and acquired by our
Company on December 10, 2019 to become a
wholly-owned  subsidiary of Joinn Laboratories
(Delaware) Corporation, which is in turn wholly-owned
by our Company

Biorichland LLC, which was incorporated in California,
the United States, on September 28, 2012 with limited
liability, and is wholly-owned by Mr. Zhou Fengyuan, the
son of Ms. Feng and Mr. Zhou, our Controlling
Shareholders

the Board of Directors of our Company

a day on which banks in Hong Kong are generally open
to the public for normal banking business and which is
not a Saturday, Sunday or public holiday in Hong Kong

compound annual growth rate

the Central Clearing and Settlement System established
and operated by HKSCC

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

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

“CCASS EIPO”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “the PRC”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

9

“Company”, “our Company”,
“Issuer” or “JOINN”

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

Operating Guide for Investor Participants” in effect from
time to time). HKSCC can also input electronic
application instructions for CCASS Investor
Participants through HKSCC’s Customer Service Centre
by completing an input request

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

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

the People’s Republic of China, excluding, for the
purpose of this Prospectus, Hong Kong, Macao and
Taiwan

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

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

JOINN Laboratories (China) Co., Ltd. (b5t HiATHr 220
72 WO A AT BR 22 F]) which was incorporated in the PRC
on February 14, 2008 and converted into a joint-stock
company on December 26, 2012
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DEFINITIONS

“Company Law” or “PRC

Company Law”

“Connected Person(s)”

“Controlling Shareholder(s)”

“CSRC”

“Director(s)”

“EIT Law”

“Exchange Participant(s)”

“Extreme Conditions”

“Frost & Sullivan”

“Frost & Sullivan Report”

“FVTPL”

“GFA”

“Global Offering”

Company Law of the People’s Republic of China ( {H1%E
NRILHMEAF]E) ), as amended, supplemented or
otherwise modified from time to time, which was lately
amended on October 26, 2018 to take effective on the
same date

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules and
unless the context otherwise requires, refers to Ms. Feng
and Mr. Zhou. See “Relationship with Our Controlling
Shareholders”

the China Securities Regulatory Commission (B 75
EEEAZEE)

director(s) of our Company

Enterprise Income Tax Law of the People’s Republic of
China (FF#EANRILAEAZETIERIE), as amended,
supplemented or otherwise modified from time to time
a person: (a) who, in accordance with the Listing Rules,
may trade on or through the Hong Kong Stock Exchange;
and (b) whose name is entered in a list, register or roll
kept by the Hong Kong Stock Exchange as a person who

may trade on or through the Hong Kong Stock Exchange

extreme conditions caused by a super typhoon as
announced by the government of Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent market research and consulting company

a report prepared by Frost & Sullivan on the
pharmaceutical outsourcing study

fair value through profit or loss
gross floor area

the Hong Kong Public Offering and the International
Offering
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DEFINITIONS

“GREEN Application Form(s)”

G

“Group”,

13 E3]

us

LR N1

our Group”, “we” or

“H Share Registrar”

“H Shareholders”

“H Shares”

“HK eIPO White Form”

“HK eIPO White Form Service

Provider”

“HK$”, “HKD” or “HK dollars”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Listing Rules” or
“Listing Rules”

the application form(s) to be completed by the HK eIPO
White Form Service Provider designated by our
Company

our Company and its subsidiaries, and their respective
predecessors

Tricor Investor Services Limited

holders of the H Shares

overseas listed foreign shares in the share capital of our
Company with a nominal value of RMB1.00 each, which
are to be subscribed for and traded in HK dollars and are
to be listed on the Hong Kong Stock Exchange

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name, submitted online through
the IPO App or the
www.hkeipo.hk

designated website at

the HK eIPO White Form service provider designated
by our Company as specified in the IPO App or on the
designated website at www.hkeipo.hk

Hong Kong dollars, the lawful currency of Hong Kong

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

HKSCC Nominees Limited, a wholly owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited (as amended
from time to time)

25—



DEFINITIONS

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Stock Exchange”,

“HKSE” or “Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“IFRS ’

“Independent Third Party(ies)”

the 3,899,300 H Shares initially offered by our Company
for subscription at the Offer Price pursuant to the Hong
Kong Public Offering (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this Prospectus)

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this Prospectus) at the Offer Price (plus
brokerage, SFC transaction levies and Hong Kong Stock
Exchange trading fees), on and subject to the terms and
conditions described in this Prospectus and on the
GREEN Application Form(s) as further described in the
section headed “Structure of the Global Offering — Hong
Kong Public Offering” in this Prospectus

The Stock Exchange of Hong Kong Limited, a wholly
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

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

the underwriting agreement dated February 11, 2021
relating to the Hong Kong Public Offering and entered
into by our Company, Ms. Feng Yuxia (55 %), Mr. Zhou
Zhiwen (J&&30), CLSA Capital Markets Limited, CLSA
Limited, Merrill Lynch (Asia Pacific) Limited, China
International Capital Corporation Hong Kong Securities
Limited and the Hong Kong Underwriters

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

party(ies) who are not our Connected Person(s) within
the meaning of the Hong Kong Listing Rules, so far as
our Directors are aware after having made reasonable

enquiries
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DEFINITIONS

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“IPO”

“IPO App”

“JOINN Laboratories (CA)”

the 39,425,500 Shares initially offered by our Company
for subscription pursuant to the International Offering
together with, where relevant, any additional Shares
which may be issued by our Company pursuant to the
exercise of the Over-allotment Option (subject to
reallocation as described in the section headed “Structure
of the Global Offering” in this Prospectus)

the offer of the International Offer Shares by the
International Underwriters at the Offer Price outside the
United States in offshore transactions in accordance with
Regulation S, and in the United States only to QIBs in
reliance on Rule 144 A or any other available exemption
from registration under the U.S. Securities Act, as further
described in the section headed “Structure of the Global

Offering” in this Prospectus

the group of international underwriters, led by the Joint
Global Coordinators, that is expected to enter into the
International Underwriting Agreement to underwrite the

International Offering

the underwriting agreement expected to be entered into
on or around February 19, 2020 by, among others, our
Company and the International Underwriters in respect of
the International Offering, as further described in the
section headed “Underwriting — International Offering”
in this Prospectus

initial public offering

the mobile application for the HK eIPO White Form
service which can be downloaded by searching
“IPO App” in App Store or Google Play or
downloaded at www.hkeipo.hk/TPOApp or
www.tricorglobal.com/IPOApp

JOINN Laboratories, CA Inc., a company incorporated in
California, United States on June 21, 2013, and a
wholly-owned subsidiary of our Company
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DEFINITIONS

“JOINN Laboratories (Suzhou)”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Macao”

JOINN Laboratories (Suzhou) Co., Ltd. (FAfiT(#RI )4
5% A BRZ2 F), which was incorporated in the PRC
on December 11, 2008 with limited liability, and a
wholly-owned subsidiary of our Company

CLSA Limited, Merrill Lynch (Asia Pacific) Limited,
China International Capital Corporation Hong Kong
Securities Limited, China Merchants Securities (HK)
Co., Limited, Haitong International Securities Company
Limited, BOCI Asia Limited, CMB International Capital
Limited, BOCOM International Securities Limited and
ICBC International Capital Limited

CLSA Limited, Merrill Lynch (Asia Pacific) Limited and
China International Capital Corporation Hong Kong
Securities Limited

CLSA Limited, Merrill Lynch (Asia Pacific) Limited,
China International Capital Corporation Hong Kong
Securities Limited, China Merchants Securities (HK)
Co., Limited, Haitong International Securities Company
Limited, BOCI Asia Limited, CMB International Capital
Limited, BOCOM International Securities Limited and

ICBC International Securities Limited
February 7, 2021, being the latest practicable date for the
purpose of ascertaining certain information contained in

this Prospectus prior to its publication

listing of the H Shares on the Main Board of the Hong
Kong Stock Exchange

the Listing Committee of the Hong Kong Stock Exchange
the date, expected to be on or around February 26, 2021,
on which our H Shares are listed and from which dealings
therein are permitted to take place on the Hong Kong

Stock Exchange

the Macao Special Administrative Region of the PRC
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DEFINITIONS

“Main Board”

“Mandatory Provisions”

“Ministry of Finance” or “MOF”

“MOFCOM”

“Mr. Zhou”

“Ms. Feng”

“NDRC”

“NMPA”

“NPC”

“OECD”

the stock market (excluding the option market) operated
by the Hong Kong Stock Exchange which is independent
from and operated in parallel with the Growth Enterprise
Market of the Hong Kong Stock Exchange

the “Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas” ( (E|}i4h BT A A=
UMHEFKD) ), as amended, supplemented or otherwise
modified from time to time, for inclusion in the articles of
association of companies incorporated in the PRC to be
listed overseas (including Hong Kong), which were
promulgated by the former Securities Commission of the
State Council (B%5Pi# 752 & &) and the former State
Commission for Restructuring the Economic Systems ([
FACTEHE H 2 H ) on August 27, 1994

Ministry of Finance of the PRC ("3 A [ 2] B E)

Ministry of Commerce of the PRC (H"3 A [ 2 o 155
i)

Mr. Zhou Zhiwen (J8#3(), a Controlling Shareholder
and the spouse of Ms. Feng

Ms. Feng Yuxia (#55°8%), a Controlling Shareholder, the
chairperson of the Board and an executive Director of our
Company, and the spouse of Mr. Zhou

the National Development and Reform Commission of

the PRC (PHE AN RILANE B R R EZ B &)

China National Medical Products Administration (5 %%
i BB L)), formerly known as the China Food and
Drug Administration (“CFDA”) (135 £ fh 4 5 B & 8
#J5)) or State Food and Drug Administration (“SFDA”)
(B K & i 85 i BB #1R) or China Drug Administration
(“CDA”) (BIZZE 5 W B E MR, references to NMPA
include CFDA, SFDA and CDA

National People’s Congress of the PRC ("3 A\ [ 3L F [
2 NRAERE)

the Organisation for Economic Co-operation and
Development
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DEFINITIONS

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PRC GAAP”

“PRC government” or “State”

“PRC Legal Advisor”

“Price Determination Agreement”

the final price per Offer Share in HK dollars (exclusive of
brokerage of 1.0%, SFC transaction levy of 0.0027% and
Hong Kong Stock Exchange trading fee of 0.005%) at
which Hong Kong Offer Shares are to be subscribed, to
be determined in the manner further described in the
section headed “Structure of the Global Offering —

Pricing and Allocation” in this Prospectus

the Hong Kong Offer Shares and the International Offer
Shares

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Joint
Global Coordinators (on behalf of the International
Underwriters) pursuant to the International Underwriting
Agreement, pursuant to which our Company may be
required to allot and issue up to an aggregate of
6,498,700 additional H Shares at the Offer Price to cover
over-allocations in the International Offering, if any,
further details of which are described in the section
headed “Structure of the Global Offering” in this
Prospectus

the PRC Accounting Standards and Accounting
Regulations for Business Enterprises ( 9B {3 & i
HII) ) promulgated by the MOF on February 15, 2006 and
its supplementary regulations, as amended, supplemented
or otherwise modified from time to time

the central government of the PRC, including all
governmental  subdivisions  (including  provincial,
municipal and other regional or local government
entities) and instrumentalities

Tian Yuan Law Firm
the agreement to be entered into by the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters)

and our Company on the Price Determination Date to
record the Offer Price
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DEFINITIONS

“Price Determination Date”

“Prospectus”

“province”

“QIB” or “Qualified Institutional
Buyer”

“Regulation S”

“RMB” or “Renminbi”

“RSU(S)”

“Rule 144A”

“SAFE”

“Securities and Futures
Ordinance” or “SFO”

“Securities Law”

uspcn

“Shanghai Stock Exchange”

“Share(s)”

the date, expected to be on or around Friday, February 19,
2021 (Hong Kong time) on which the Offer Price is
determined, or such later time as the Joint Global
Coordinators (on behalf of the Hong Kong Underwriters)
and our Company may agree, but in any event no later
than Saturday, February 20, 2021

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

a province or, where the context requires, a provincial
level autonomous region or municipality, under the direct

supervision of the central government of the PRC

a qualified institutional buyer within the meaning of Rule
144A

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

restricted share awards granted pursuant to the Share
Option and Restricted Share Award Schemes

Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC (7
e N\ RN [ [ A S LRy )

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

the Securities Law of the PRC (F3E A\ R ILAI B35 7 15),
as amended, supplemented or otherwise modified from
time to time

the Securities and Futures Commission of Hong Kong
the Shanghai Stock Exchange (#6553 5; fir)

ordinary share(s) in the share capital of our Company
with a nominal value of RMB1.00 each, comprising A
Shares and H Shares
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DEFINITIONS

“Share Option and Restricted
Share Award Schemes”

“Shareholder(s)”

“Sole Sponsor”

“Special Regulations”

“Stabilization Manager”

“Staidson”

“Staidson Group”

“State Council”

“subsidiary(ies)”

“Supervisor(s)”

“Supervisory Committee”

the 2018 Share Option and Restricted Share Award
Scheme, the 2019 Share Option and Restricted Share
Award Scheme and the 2020 Share Option Scheme

holder(s) of the Share(s)
CLSA Capital Markets Limited

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies ( BBt B i 00 A PR FlIR AN S5
LAy K EHTRIRRRIRLE) ), promulgated by the State
Council on August 4, 1994, as amended from time to time

CLSA Limited

Staidson (Beijing) Biopharmaceuticals Co., Ltd. (£FZs#f
ALE) AW R EERLASABR A F]), a joint stock limited
company incorporated under the laws of the PRC on
August 16, 2002 and whose shares are listed on the
Shenzhen Stock Exchange (stock code: 300204), which is
held as to 40.29% in aggregate by Mr. Zhou and
Ms. Feng, which includes 37.21% by Yizhao (Beijing)
Medical Science & Technology Co., Ltd. (JEFF(dLE)E
R A PR/ ) (which is directly held as to 47.60% by
Mr. Zhou and 37.40% by Ms. Feng, respectively), 1.97%
by Mr. Zhou through Huatai Securities Asset
Management — China Merchants Bank — Huatai — Juli
Collective Asset Management Scheme No. 16 (¥E# 757
EE AR RAT- RPN 1698 S A S HEHE),  and
1.11% by Mr. Zhou directly. Mr. Zhou is also the
chairperson of the board of directors and legal
representative of Staidson

Staidson and its subsidiaries

State Council of the PRC (FF3E A F& A 5 B %5 i)

has the meaning ascribed to it in section 15 of the
Companies Ordinance

member(s) of our Board of Supervisors

the supervisory committee of our Company
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“Takeovers Code”

“Track Record Period”

“Underwriting Agreements”

“Underwriters”

“U.S.” or “United States”

“U.S. FDA” or “FDA”

“U.S. Securities Act”

“US$” or “U.S. dollar(s)”

“VAT”

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

the three years ended December 31, 2019 and the nine
months ended September 30, 2020

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the Hong Kong Underwriters and the International
Underwriters

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

the U.S. Food & Drug Administration of the U.S.
Department of Health and Human Services

the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

United States dollar(s), the lawful currency of the United
States

value-added tax
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain terms used in this Prospectus in
connection with our Company and our business.

These terms and their definitions may not correspond to any industry standard
definitions, and may not be directly comparable to similarly titled terms adopted by other

companies operating in the same industries as our Company.

“AAALAC”

“absorption”

“ADME”

“Adverse event

“agrochemicals

“antibody”

i3

”»”

means The Association for Assessment and Accreditation
of Laboratory Animal Care International, a private,
nonprofit organization that promotes the humane
treatment of animals in science through voluntary
accreditation and assessment programs

means within the context of drug metabolism, the process
by which drug compounds and other molecules move
across cells and tissues such as the gastrointestinal tract
into the circulatory system

means Absorption, Distribution, Metabolism and
Excretion, the analysis of the body’s processes of
altering, utilizing and eliminating ingested and
administered drugs and xenobiotics

means serious adverse event, any adverse drug event
(experience) occurring at any dose that in the opinion of
either the investigator or sponsor results in death, is
life-threatening, requires inpatient hospitalization or
causes prolongation of existing hospitalization, results in
persistent or significant disability/incapacity or
substantial disruption of the ability to conduct normal life
functions, may have caused a congenital anomaly/birth
defect, or requires intervention to prevent the foregoing
outcomes, according to the regulations of FDA

means chemicals developed for use in agriculture,
including pesticides and fertilizers

means a large, Y-shaped protein produced mainly by
plasma cells that is used by the immune system to
identify and neutralize pathogens such as bacteria and

viruses
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“assay”

“bioanalysis”

“bioanalytical”

“bioavailability study”

“bioequivalence”

“bioequivalence studies”

means an investigative analytical process in medicine,
pharmacology or biology that aims to identify either the
qualitative or quantitative presence or function of the
analytical target, which can be a drug or biochemical
substance or a cell in an organism or organic sample

means the analytical and quantitative chemistry of certain
compounds in biological systems; covering biotics
(macromolecules, proteins, DNA, large molecule drugs

and metabolites) and xenobiotics

means of or relating to the analytical chemistry covering
the quantitative measurement of xenobiotics, which are
drugs and their metabolites, and biological molecules in
unnatural locations or concentrations, and biotics, which
are macromolecules, proteins, DNA, large molecule
drugs, metabolites, in biological systems

means a studies to determine the proportion of a drug that
enters circulation when introduced into the body and is
therefore able to elicit an active effect

means the absence of a significant difference in the rate
and extent to which the active ingredient or active moiety
in pharmaceutical equivalents or pharmaceutical
alternatives becomes available at the site of drug action
when administered at the same molar dose under similar
conditions in an appropriately designed study

means studies to assess the expected in vivo equivalence
of two preparations of a drug. If two products are said to
be bioequivalent, it means that there is an absence of a
significant difference in the rate and extent to which the
active ingredient or active moiety in products becomes
available at the site of drug action when administered at
the same molar dose under similar conditions in an
appropriately designed study
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“biologics”

“biomarker”

“BSL”

“CAGR”

“candidate selection”

“carcinogenicity”

“cardiovascular”

“CAR-T cell”

“CDE”

“CDMO”

“central laboratory”

“clinical trial”

“CNS”

means a drug that is composed of any virus, therapeutic
serum, toxin, antitoxin, vaccine, blood, blood component
or derivative, allergenic product, protein or analogous
product or arsphenamine or k derivative of arsphenamine
(or any other trivalent organic arsenic compound)
applicable to the prevention, treatment or cure of diseases

or conditions of human beings

means a biological characteristic that may correlate with

health, disease or drug treatment

means a set of bio-containment precautions required to
isolate dangerous biological agents in an enclosed
laboratory facility

means compound annual growth rate

means a stage in early drug discovery where a compound
that indicates highest potential for desirable effects is
selected for further intensive study and analysis

means the ability or tendency of a chemical to induce
tumours or increase the incidents of tumours or their
malignancy, or shorten the time of tumour recurrence
when it is inhaled, ingested, dermally applied, or injected
means relating to the heart and blood vessels

means chimeric antigen receptor T cells, T cells that have
been genetically engineered to produce an artificial T-cell
receptor for use in immunotherapy

means the center of drug evaluation of China

means Contract Development Manufacturing
Organization, a company that mainly provides CMC and

manufacturing services in the pharmaceutical industry

means a laboratory facility used for testing samples from

studies conducted at multiple sites

means an experiment done in clinical research

means central nervous system
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“contracted future revenue”

“COVID-19”

“CRA”

“CRO”

“CRU(S)”

“customer retention rate”

“CVMD”

“DART”

“distribution”

represents, at a particular point in time, future revenue
from services not yet completed or performed under all
signed contracts in effect at that time. Once work begins
on a project, revenue is recognized over the duration of
the project. Contracted future revenue is assessed by
reference to signed contracts (where a customer has
agreed to pay for certain services at a certain price) and
by reference to the percentage of work completed in
relation to such contract

means coronavirus disease 2019, a disease caused by a
novel virus designated as severe acute respiratory
syndrome coronavirus 2

means Clinical Research Associate, a professional
responsible for activities related to medical research,
particularly clinical trials

means Contract Research Organization, a company
focused on providing R&D services to companies in the
pharmaceutical and agrochemical markets

means co-managed clinical research units

for a given period is calculated as the number of
customers in the prior period that remain as our
customers in the current period, divided by the number of
all customers in such prior period

means cardiovascular and metabolic diseases

means developmental and reproductive toxicology, the
study of fertility, development toxicity and pre/postnatal
development and other specialized functional evaluations
in connection with the toxicology evaluation for
pharmaceuticals

means in the context of DMPK, the process by which
molecules are transported throughout the body
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“DMPK”

“drug discovery”

“drug-drug interaction”

“DSA”

“FDA”

“FFS”

“FIHH

“genotoxicity”

“GLP”

“GMP”

means Drug Metabolism and Pharmacokinetics, studies
designed to determine the absorption and distribution of
an administered drug, the rate at which a drug takes
effect, the duration a drug maintains its effects and what
happens to the drug after being metabolized by the body

means the process through which potential new
medicines are identified and may involve a wide range of
scientific disciplines, including biology, chemistry and

pharmacology

means the cumulative changes in a drug’s effect on the
body when the drug is taken together with another drug.
Drug-drug interaction can delay, decrease, or enhance

absorption of either drug

means drug safety assessment

means the Food and Drugs Administration of the United
States

means fee-for-service, a payment model whereby
services are unbundled and paid for separately

means first-in-human

means the phenomena of destructive effects on a cell’s
genetic material (DNA, RNA) affecting its integrity. This
can occur through the presence of chemicals, radiation,
viruses, etc. that cause mutations

means Good Laboratory Practice, a quality system of
management controls for research laboratories and
organizations to try to ensure the uniformity, consistency,
reliability, reproducibility, quality and integrity of
chemical and pharmaceuticals non-clinical safety tests

means Good Manufacturing Practice, a quality system
enforced by relevant regulatory authorities, such as the
FDA, to ensure that the products produced meet specific
requirements for identity, strength, quality and purity
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“Herceptin”

“Humira”

“ICH”

“immunogenicity”

“immunotoxicology”

“in vitro”

“in vivo”

“IND”

“LC‘MS”

“lead optimization”

means the brand name of a medicine called trastuzumab,
used to treat some types of breast cancer, oesophageal
cancer and stomach cancer

means a prescription medicine used alone, with
methotrexate, or with certain other medicines to reduce
the signs and symptoms of moderate to severe
rheumatoid arthritis in adults

means International Conference on Harmonization

means the ability of a particular substance to provoke an
immune response in the body of an animal

means a study of the toxicity of foreign substances called
xenobiotics and their effects on the immune system

means “in glass” in Latin, studies in vitro are conducted
outside of a living organism in a laboratory environment
using test tubes, petri dishes, etc. using components of an
organism that have been isolated from their usual
biological surroundings, such as microorganisms, cells or
biological molecules

means “within the living” in Latin, studies in vivo are
those in which the effects of various biological entities
are tested on whole, living organisms as opposed to a
partial or dead organism, or those done in vitro

means Investigational New Drug, an application
submitted to the US FDA or NMPA to seek permission or
no objection to ship unapproved, experimental drug or
biologic agents across jurisdictions (usually to clinical
investigators) for use in clinical studies before a
marketing application for the drug has been approved

means liquid chromatography-mass spectrometry, an
analytical chemistry technique that combines the physical
separation capabilities of liquid chromatography with the
mass analysis capabilities of mass spectrometry

means the stage of early drug discovery where promising

lead compounds are further optimized in preparation for
toxicity assessment prior to human clinical trials
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“metabolism”

“metabolite”

“molecule”

“MRCT”

“NDA”

“NHP(s)”

“non-clinical studies”

“OECD”

“oncology”

“ophthalmology”

“pathogenic process”

means the chemical processes that occur within a living
organism in order to maintain life, comprising catabolism
(breakdown of large molecules into components) and
anabolism (the synthesis of smaller molecules into larger
ones with specific structures, characteristics and
purposes)

means a substance formed in or necessary for
metabolism. A “metabolite” of a drug is a compound
formed from the drug’s original components through
metabolism

means an electrically neutral group of two or more atoms
held together by chemical bonds

means multi-regional international clinical trial

means New Drug Application, the formal application to
the FDA or NMPA proposing approval of a new
pharmaceutical product for sale and marketing

means non-human privates

means in vivo or in vitro experiments in which test
articles in relation to a drug or medical device candidate
are studied prospectively in test systems under laboratory
conditions to determine their safety and efficacy. The
term does not include studies utilizing human subjects or

clinical studies or field trials in animals

means Organization for Economic Cooperation and
Development

means the study and treatment of tumors

means the branch of medicine concerned with the

function and health of the eyes

means a process where bacterium, virus, or other

microorganism cause diseases
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“patient recruitment”

“PD 1 ”

“PDL 1 "

“pharmacodynamics” or “PD”

“pharmacokinetics” or “PK”

“pharmacology”

“pharmacovigilance”

“phototoxicity”

“pre-clinical”

“protein binding”

“QAU”

“R&D”

means the enrollment of healthy participants and patients
in clinical trials

means programmed cell death protein 1, also known as
CD279, a protein on the surface of cells that has a role in
regulating the immune system’s response to the cells of
the human body by down-regulating the immune system
and promoting self-tolerance by suppressing T cell

inflammatory activity

means a protein that helps keep immune cells from
attacking normal cells in the body

means the branch of pharmacology concerned with the
effect of a means drug on the body

means the branch of pharmacology concerned with the

movement of drugs within the body

means the branch of medicine concerned with the uses,

effects, and modes of action of drugs

means the practice of monitoring the effects of medical
drugs after they have been licensed for use, especially in
order to identify and evaluate previously unreported
adverse reactions

means photoirritation, a chemically induced skin
irritation, requiring light, that does not involve the
immune system

means a stage preceding the clinical trial stage

means the situation in which medications attach to
proteins within the blood. Often an integral measurement
in the understanding of the efficacy of a drug, as the less
protein bound a drug is, the more efficiently it can

interact with the drug target and effect its action

means quality assurance unit, an independent unit that
takes quality assurance measures

means research and development
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“research model”

“SOP”

“SPF”

“sponsor”

“TCM(s)”

“Test article”

“Truvada”

“validation”

means purpose-bred animals of various species intended

for medical and biological research

means standard operational practice, a procedure specific
to companies’ operation which is necessary to complete
tasks in accordance with industry regulations, provincial

laws or internal standards

means specific-pathogen free, a term used for research

models that are guaranteed free of particular pathogens

means a biopharmaceutical company or research institute
that funds, organizes and undertakes an R&D project for
a drug or medical device product

means traditional Chinese medicine(s)

means a substance or mixture to be assessed the drug
safety by being administered or added to a test system in
the non-clinical studies

means a once-daily prescription medicine for adults and
adolescents at risk of HIV who weigh at least 77 pounds

means a process that involves performing laboratory tests
to verify that a particular instrument program, or
measurement technique is working properly and is
capable of being relied upon
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FORWARD-LOOKING STATEMENTS

We have included in this Prospectus forward-looking statements. Statements that are not
historical facts, including but not limited to statements about our intentions, beliefs,
expectations or predictions for the future, are forward-looking statements.

This Prospectus contains forward-looking statements and information relating to us and
our subsidiaries that are based on the beliefs of our management as well as assumptions made

by and information currently available to our management. When used in this Prospectus, the

ER RT3 ERINRTS

words “aim,” “anticipate,” “believe,” “could,” “expect,” “going forward,” “intend,” “may,”

LRI LR

“plan,” “project,” “seek,” “should,” “will,” “would,” “target,” “schedules,” and the negative of
these words and other similar expressions, as they relate to us or our management, are intended
to identify forward-looking statements. Such statements reflect the current views of our
management with respect to future events, operations, liquidity and capital resources, some of
which may not materialize or may change. These statements are subject to certain risks,
uncertainties and assumptions, including the risk factors as described in this Prospectus, some
of which are beyond our control and may cause our actual results, performance or
achievements, or industry results, to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking statements. You are
strongly cautioned that reliance on any forward-looking statements involves known and
unknown risks and uncertainties. The risks and uncertainties facing us which could affect the

accuracy of forward-looking statements include, but are not limited to, the following:

. our operations and business prospects;

. our ability to maintain relationship with, and the actions and developments
affecting, our major customers and suppliers;

. future developments, trends and conditions in the industries and markets in which
we operate or plan to operate;

. general economic, political and business conditions in the markets in which we
operate;

. changes to the regulatory environment in the industries and markets in which we
operate;

. our ability to maintain the market leading positions;

. the actions and developments of our competitors;

. our ability to effectively contain costs, optimize pricing and procure a sufficient
amount consumables and supplies for our business;

. the ability of third parties to perform in accordance with contractual terms and
specifications;
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. our ability to retain senior management and key personnel and recruit qualified staff;

. our business strategies and plans to achieve these strategies, including our service
and geographic expansion plans;

. our ability to defend our intellectual rights and protect confidentiality;
. the effectiveness of our quality control systems;

. change or volatility in interest rates, foreign exchange rates, equity prices, trading
volumes, commodity prices and overall market trends; including those pertaining to
the PRC and the industry and markets in which we operate; and

. capital market developments.

By their nature, certain disclosures relating to these and other risks are only estimates and
should one or more of these uncertainties or risks, among others, materialize, actual results
may vary materially from those estimated, anticipated or projected, as well as from historical
results. Specifically but without limitation, sales could decrease, costs could increase, capital
costs could increase, capital investment could be delayed and anticipated improvements in

performance might not be fully realized.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
and undertake no obligation to update or otherwise revise the forward-looking statements in
this Prospectus, whether as a result of new information, future events or otherwise. As a result
of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this Prospectus might not occur in the way we expect or at all.
Accordingly, you should not place undue reliance on any forward-looking information. All
forward-looking statements in this Prospectus are qualified by reference to the cautionary
statements in this section as well as the risks and uncertainties discussed in the section headed
“Risk Factors” in this Prospectus.

In this Prospectus, statements of or references to our intentions or those of our Directors

are made as of the date of this Prospectus. Any such information may change in light of future

developments.
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RISK FACTORS

An investment in our Shares involves significant risks. You should carefully consider
all of the information in this Prospectus, including the risks and uncertainties described
below, as well as our financial statements and the related notes, and the “Financial
Information” section, before deciding to invest in our Shares. The following is a
description of what we consider to be our material risks. If any of these risks
materializes, the market price of our Shares could decline and you may lose all or part
of your investment.

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

We believe there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. We have categorized these risks and uncertainties into: (i) risks
relating to our business and industry, (ii) risks relating to conducting business in China, and
(ii1) risks relating to the Global Offering. You should consider our business and prospects in
light of the challenges we face, including the ones discussed in this section.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We rely on our customers’ demand for CRO services and their spending budget. Any
reduction in our customer’s demand or spending could have a material adverse effect on
our business, financial condition, results of operations and prospects.

Our business primarily relies on the number and size of service contracts with our
customers, mainly including pharmaceutical companies, biotechnology companies and
academic and research institutions. Over the recent years, we have benefited from increasing
demands for our services from our customers in light of the continued growth of domestic and
global pharmaceutical industry, increasing R&D budgets of our customers, and a greater degree
of outsourcing by our customers. There can be no assurance that these industries will continue
to grow at the rates we expect. Any slowing-down or reversal of any of these trends could have
a material adverse effect on the demand for our services, and thus could adversely affect our
business, financial condition and results of operations.

Nowadays, pharmaceutical and biotechnology companies tend to procure external R&D
support from quality CROs with scientific expertise. However, there can be no assurance that
such trend will continue in the future. Our customers’ demand for pharmaceutical R&D
services is subject to a variety of factors, including their own financial conditions, changes in
their available resources, their capacities to acquire in-house R&D support, their spending
priorities, their budgetary policies and practices, their abilities to comply with applicable laws
and regulations, and their perception of future market trends. In addition, consolidations in our
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customers’ industries may also affect our customers’ spending as they integrate acquired R&D
operations. If our customers reduce their spending on our services due to any of above factors,
our business, financial condition, results of operations and prospects could be materially and
adversely affected.

In addition, regulatory developments, particularly those in China, have had a significant
impact on our results of operations. In China, regulatory reform since 2015 has been focused
on creating a comprehensive framework to encourage the research and development of new
drugs and enhancing the quality and transparency of the review and approval process.
Specifically, China has since prioritized conforming its standards to global ones. Such
regulatory reform has resulted in a significantly higher level of regulatory scrutiny in relation
to pharmaceutical research and development, and increased customer demand for high-quality
non-clinical and clinical CRO services in China, offering attractive business opportunities to
CROs like us. However, there can be no assurance that the trend of regulatory changes will
persist or new regulations that adversely affect our business, operating results or prospects will
be promulgated in the future.

We may not be able to execute our growth strategies or manage our growth effectively,
which may materially and adversely affect our business and prospects.

Our business has grown rapidly in recent years, and we expect to continue growing in the
foreseeable future. Our growth strategies include strengthening our technical capabilities and
expanding our production capacities to meet increased demands for our services, strategically
expanding our global footprint and enhance global service capabilities, broadening our
integrated service offerings to serve the entire drug R&D value chain. Any increase in the costs
associated with our growth strategies may outpace the increase in revenue resulting from an
expansion of our capacities and capabilities, driving down our gross profit margin.

As we further expand our service offerings and enhance our customer base, it has resulted
in, and will continue to result in, substantial demands on managerial, financial, human
resources and business development. Although we are the leading player in the drug safety
assessment market in China, we face more intense competition from various competitors in the
broader CRO market, particularly in the clinical trial and related services market that we plan
to penetrate into. If we fail to acquire new customers for our clinical trial and related services,
we will not be able to successfully execute our strategies to expand our service offerings along
the drug R&D value chain. In addition, managing our growth and executing our growth
strategies will require us to continuously enhance and upgrade our services and technology,
optimize our branding, sales and marketing efforts, and expand, train and manage our
employees. If we fail to successfully execute our growth strategies, we may not be able to
maintain our growth rate and, as a result, our business, financial condition, results of
operations and prospects could be materially and adversely affected.
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If we fail to expand our facilities or efficiently optimize utilization of our facilities to meet
rising customer demands, our operating results could be adversely affected.

The capacity of our existing facilities has been largely saturated by the current high
demand of our customers, and we anticipate the demand for our services in the foreseeable
future will exceed our current capacity. Therefore, the future growth of our business depends
on our ability to successfully expand our facilities and efficiently optimize the utilization of

those facilities.

We intend to expand and enhance our existing facilities and construct new facilities in
various locations in China and the United States. We have made and will continue to make
significant capital expenditures in expanding and enhancing our existing facilities and
constructing new facilities. Our total capital expenditures amounted to RMB18.5 million,
RMB127.8 million, RMB120.4 million and RMB110.5 million for the years ended December
31, 2017, 2018 and 2019, and nine months ended September 30, 2020, respectively. For
additional information, please refer to “Business — Our Facilities,” “Future Plans and Use of
Proceeds — Use of Proceeds,” “Financial Information — Capital Expenditures.” In expanding,
renovating and upgrading and building any of our facilities, we may experience unforeseen
delays due to our failure to obtain funding, disrupted or delayed construction, and regulatory
issues. Construction of new facilities, particularly for usage in the pharmaceutical and
biotechnology industry, is a complex and challenging process. Among other things, it requires
interpretation of and compliance with many laws, codes, and regulations; gathering of
considerable resources, including labor, equipment, and materials; and communications with
and coordination among multiple parties, which could divert resources from our productive
uses and consume significant amounts of management time. Therefore, we cannot assure you
that our facilities currently under renovation or construction in Suzhou and Wuzhou or planned
in Guangzhou and Chongqing in China and the United States will be completed as planned. In
addition, for our planned facilities, we cannot assure you that suitable additional or substitute
space will be available to accommodate any of our planned expansion of our operations.
Further costs of construction could also exceed budget, divert resources from other productive
uses and consume significant amounts of management time, therefore adversely affect our
operating results.

In addition, we may not be able to fully utilize our expanded facilities immediately or at
all. Depending on the scope of services that will be provided by the expanded facilities, we may
need to obtain additional approvals, licences, assurances, permits, registrations, certificates
and qualifications from relevant authorities, make notifications to the relevant authorities, or
update our current approvals, licences, assurances, permits, registration, certificates and
qualifications so that we may operate the expanded facilities. If we are not able to obtain the
necessary approvals, registrations, licences, permits, assurances, certificates and qualifications
from the relevant authorities (e.g., we fail to pass GLP inspection or obtain relevant
certification), we may not be able to provide services to our customers or may need to make
significant investments to undertake any steps that may be required so that we may provide
services to our customers using our expanded facilities. Any such delays in operating our
facilities would adversely affect the utility rate of our facilities.
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Further, as operating our facilities requires specialized skills and practical experience, we
may not be able to recruit additional staff with the relevant experience required to operate our
equipment or work at our facilities immediately or at all, therefore prohibiting us from
optimizing the utilization of our facilities. Such inefficiency may result in the costs associated
with expanding and enhancing our facilities may outpace the increase in revenues resulting
from the projects conducted on such facilities, resulting in sub-optimal utilization of our
facilities and driving down our gross profit margin. As a result, even if our proposed expansion
or enhancement plans are successful, our business, financial condition and results of operations
may be adversely affected by our inability to optimize the utility rate of our facilities.

Any failure to comply with existing or future changes in laws, regulations or industry
standards or any adverse actions taken by government authorities against us could
negatively impact our reputation, business, financial condition, results of operations and
prospects.

In many countries or regions where pharmaceutical products are intended to be ultimately
sold, including China and the United States, relevant government authorities and industry
regulatory bodies impose strict laws, regulations and industry standards on the safety and
efficacy of such products and on how CROs should act on customers’ behalf to perform such
services. Given the wide range of services we perform for our customers and our diverse
geographic coverage, we are subject to and must comply with various applicable legal and

regulatory requirements.

In addition, regulations and guidance worldwide concerning the production and use of
laboratory animals for research purposes continue to evolve. Similarly, guidance has been and
continues to be developed for other areas that impact the biomedical research community on
both a national and international basis including transportation, mandated contingency
planning, euthanasia guidance, import and export requirements of biological materials, health

monitoring requirements and the use of disinfectants.

Regulatory authorities, including the FDA and the NMPA, may conduct scheduled or
unscheduled periodic inspections of our facilities and services to monitor our compliance with
applicable rules and regulations and industry standards. Any adverse findings by such
regulatory authorities, or other regulatory or legal noncompliance, could lead to immediate and
severe actions against us, including, among others, inspectional findings of noncompliance,
warning or untitled letters, product recalls, discontinuation or suspension of studies, required
material modifications to studies, corrective actions, revocation or limitations to approvals,
registrations, licenses, permits, assurances, or certificates, restrictions on operations, adverse
public statements or alerts, fines, injunctions and civil and criminal penalties. Any adverse
findings, critical observations, or other regulatory or legal noncompliance could also have
significant consequences for our customers or collaborators, which may result in claims by our
customers or other commercial consequences to us. Further, regulatory authorities may from
time to time change their legal and regulatory requirements. Therefore, our existing compliance
procedures and business operation may not be adequate for new legal and regulatory
requirements or actions by regulatory authorities and we may need to incur additional
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compliance costs and become exposed to negative findings by relevant governmental
authorities. Should any of the foregoing occur, it would also cause serious damage to our
reputation and have a material adverse impact on our business, financial condition and results
of operations. In addition, any action against us for violating the relevant regulations or
industry standards, even if successfully defended or settled, could cause us to incur significant
expenses, divert our management’s attention and adversely affect our reputation, business,

financial condition, results of operations and prospects.

Our failure to obtain or renew certain regulatory approvals, licenses, assurances, permits,
registrations or certificates required for our business may materially and adversely affect
our business, financial condition, results of operations and prospects.

We are subject to certain laws and regulations that require us to obtain and maintain
various approvals, licenses, assurances, permits, registrations and certificates from relevant
authorities to operate our business. See “Business — Certificates, Permits and Licenses.” If we
fail to obtain relevant approvals, licenses, assurances, permits, registrations or certificates
necessary for our operations or fail to comply with the terms, conditions, and requirements
thereunder, any of such failures may result in enforcement actions against us, including
suspension or termination of approvals, licenses, assurances, permits, registrations or
certificates, orders issued by relevant authorities causing operations to cease, fines and other
penalties, and potential corrective measures requiring capital expenditure or remedial actions.
In the event that such enforcement action is taken against us, our business and operations could

be materially and adversely disrupted.

Furthermore, some of these approvals, licenses, assurances, permits, registrations or
certificates are subject to periodic renewal by relevant authorities, and the standards of such
renewals may change from time to time. There can be no assurance that we will successfully
procure such renewals. Any failure by us to obtain the necessary renewals or otherwise
maintain all approvals, licenses, assurances, permits, registrations or certificates necessary to
carry out our business at any time could severely disrupt our business and prevent us from
continuing to conduct our operations, which could have a material adverse effect on our
business, financial condition and results of operations.

In addition, the interpretation or implementation of existing laws and regulations may
change as time goes by and new laws or regulations may come into force requiring us to obtain
additional approvals, licenses, assurances, permits, registrations, or certificates that were
previously not required to operate our existing businesses, facilities or any planned future
business or facilities. We cannot assure you that we will successfully obtain such approvals,
licenses, assurances, permits, registrations or certificates. If we fail to obtain any additional
approvals, licenses, assurances, permits, registrations or certificates, our ability to conduct our
business may be restricted, which in turn, could have a material adverse effect on our business,
financial condition and results of operations.

—49 —



RISK FACTORS

Historically, a branch of one of our PRC subsidiaries was engaged in the businesses of
hosting and breeding non-human primate research models without the Domestication and
Breeding License of Wild Animals under Special State Protection (the “Breeding License”).
Under PRC laws and regulations, conducting domestication and breeding activities of wild
animals under special state protection without a valid Breeding License could lead to
administrative penalties such as confiscation of the relevant wild animals and fines in an
amount ranging from one to five times of the value of the wild animals and their production
at issue. Although the branch has ceased to conduct any domestication and breeding activities
as of the Latest Practicable Date, there is no assurance that the relevant governmental authority
would not subject us to the penalties as a result of our historical non compliance. For details,
see “Business — Certificates, Permits and Licenses — Key Licenses, Permits and Approvals”.

If our service and product quality does not meet customers’ standards or evolving needs,
we may lose or fail to attract customers.

We believe our service and product quality and customer satisfaction are of great
importance to our business growth, and we have been focused on delivering high-quality
services and products to fulfill our customer’s expectation and adapt to their evolving needs.
However, there can be no assurance that we will always be able to deliver the quality of
services or research models that meets our customers’ standards and evolving needs. In
addition, we cannot assure you that we will be able to pass all customer audits and inspections.
See “— We may not be able to continue to serve our customers if we fail to pass their audits
and inspections.” If our customers determine that their expenditures on our services or research
models do not generate the expected results, they may allocate their budgets to our competitors
and reduce or terminate their business with us. Therefore, there can be no assurance that our
existing customers will continue to spend on our services at current levels, or that they will
continue to use our services or research models at all in the future. We may not be able to
acquire new customers which spend on our services or research models at similar or higher
levels, as compared to our existing customers. As a result, we may suffer from a loss of
customers and may fail to attract new customers, and our ability to maintain and/or grow our

revenues will be materially and adversely affected.

In providing our services, we may fail to perform our contractual obligations to our
customers or honor our obligations in respect of our contract liabilities, which could
materially and adversely affect our business.

The services we provide are complex and often time-sensitive. Despite of our proven
scientific competency and accumulated practical experience, we may make material mistakes,
including in managing and conducting a project, or in preserving, processing or analyzing
customer data, which could negatively impact or obviate the usefulness of results of the project
or cause the results of the project to be inaccurate. In such an event, we may not be able to
fulfill our contract liabilities, which accounted for RMB275.7 million, RMB349.3 million,
RMB394.8 million and RMB540.5 million as of December 31, 2017, 2018, 2019 and
September 30, 2020. As a result, we may incur significant cost of re-performing the project,
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delay the delivery of our services which may be late for time-sensitive projects and could be
subject to contractual liabilities to our customers. Any of the above could have an adverse
impact on our business and reputation, financial condition and results of operations.

We may not be able to continue to serve our customers if we fail to pass their audits and
inspections.

Our customers, from time to time and during normal business hours, review our standard
operating procedures and records pertaining to our services. Customers from time to time audit
and inspect our facilities, processes and practices to ensure that our services meet their
standards in the process of discovery, testing and development of their pharmaceutical
products. However, there can be no assurance that we will be able to pass all the customer
audits and inspections. Failure to pass these audits and inspections to our customers’
satisfaction could significantly harm our reputation and result in the termination of ongoing
projects by our customers, which could materially and adversely affect our business, financial
condition, results of operations and prospects.

The potential loss of key customers or any of our large contracts could materially and
adversely affect our business, financial condition and results of operations.

For the years ended December 31, 2017, 2018 and 2019 and the nine months ended
September 30, 2020, our top five customers contributed to 15.8%, 17.6%, 14.5% and 13.2% of
our total revenues during such periods, respectively, and our largest customers contributed to
4.4%, 5.2%, 4.1% and 4.2% of our total revenues during such periods, respectively. For more
information about our key customers, see “Business — Our Customers.” There can be no
assurance that we will be able to maintain long-term relationships with our key customers. Our
customers or collaborators may delay, terminate or reduce the scope of contracts for our
services or research models for a variety of reasons beyond our control, including but not
limited to:

. decisions to forego or terminate a particular project;

. lack of available financing, budget limits or changing priorities;

. actions by regulatory authorities against us or our customers or collaborators, or
changes to regulatory requirements;

. failure to observe the contracts or comply with the applicable laws or regulations;

. failure to satisfy applicable safety requirements or efficacy criteria;

. adverse or unexpected data results or failure to pass customer audits;
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. decisions to shift business to competitors or carry out the work in-house due to
considerations such as price, technology, facilities, relevant experience and
slowdown of economy;

. release of a drug by any competitor of our customers that is sufficiently similar to
our customers’ drug;

. mergers of our customers that render our services unnecessary;

. escalation of tension between major countries; and

o force majeure events, such as the COVID-19 outbreak.

Our contracts may be terminated, delayed or altered for a variety of reasons such as the
reasons mentioned above in the normal course of business. Losses or delays of multiple
contracts or a large contract or a significant reduction in our key customers’ spending on our
services or research models could adversely affect our business, financial condition and results
of operations.

Our contracted future revenue might not be indicative of our future revenue, and we may
not be able to realize all of the anticipated future revenue associated with our contracted
future revenue without any material delay.

As of December 31, 2020, the contracted future revenue for our services was RMB1,776.5
million, which represents, at such particular point in time, future revenue from services not yet
completed or performed under all signed contracts or customers’ work orders (that may be
terminated by a customer at any time). This figure was based on the assumption that the
relevant contracts will be performed in accordance with their terms without early termination
by the parties. Any modification, termination or suspension of these contracts, especially with
regard to any one or more sizeable contracts, may have a substantial and immediate adverse
effect on the contracted future revenue, resulting in reduction or delay of such revenue. To the
extent projects are delayed due to various factors such as delays in schedule, government
policies beyond our control and natural disasters or other unanticipated catastrophic events,
including the COVID-19 outbreak, the timing of our revenue recognition, which is conditional
upon our delivery of services pursuant to the terms of our customer contracts and work orders,
would also be affected. Specifically, the amount of our contracted future revenue may decrease
and the timing of our revenue recognition associated with such contracted future revenue may
be delayed. The contracted future revenue only reflects an estimate of the remaining
consideration we are entitled to receive under the executed service contracts. We cannot
guarantee that such estimate, whether for the amount or expected time of payments, is accurate.
The extent to which our contracted future revenue will generate revenue depends on many
factors, including the size, complexity and duration of the projects, modifications and
terminations to our existing service contracts, or change in the scope of work during the course
of a project. You should not rely on the contracted future revenue or consider it as a reliable
indicator of our future revenue. Moreover, there is no standardized accounting practice for
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calculating contracted future revenue, and approaches to estimating contracted future revenue
value may vary considerably between industry players. As a result, we advise caution on any
reliance on an analysis of contracted future revenue between us and competitors as a reliable
like-for-like comparison of value.

Some of our service contracts are contingent on successful completion of milestones in the
drug development process, we may not recover some or all of our cost or receive service
fees.

We generate fee income primarily for the services we provide. Therefore, if we fail to
deliver services in accordance with our contractual requirements to reach specified milestones,
experience cost overruns or underprice these contracts due to competitive pressures, we could
be subject to significant costs or liability and our reputation could be harmed. Furthermore, if
our customers’ drug candidates fail to pass the requisite steps or proceed through development,
regulatory approval or commercialization, our services would be cut short and we would not
be able to fully realize the value of our service contracts or expand our services to later stage
work for such customer, which could have an adverse effect on our business, financial
condition, results of operations, cash flows and prospects.

The fees we generate from performing our service contracts may not be sufficient to cover
the relevant expenses.

In pricing our service contracts, we generally determine the fee levels for each research
project based on a number of factors, including but not limited to the scope of the services
required, the underlying drug candidate, the estimated costs and expenses of the required
services, the estimated amount of time to be allocated to the project, and the prices charged by
our competitors for similar services. However, our evaluation of these factors may not be
accurate or we may underprice for reasons such as competition, client relationship, etc. If we
underprice our contracts or experience cost overruns, we would incur losses from our contracts,
and our profitability would be adversely affected.

In addition, under some of our project-based contracts or work orders, we recognize
revenue upon completion of milestones. See “— Some of our service contracts are contingent
on successful completion of milestones in the drug development process, we may not recover
some or all of our cost or receive service fees.” As a result, if we fail to deliver services to meet
specified milestones, we may not be able to cover the value of our services, therefore we could
be subject to significant costs or liabilities, and our reputation could be harmed.

Delay or failure of payment by our customers could harm our cash flows and profitability.

We generally grant our customers credit terms of 21 to 45 days. As of December 31, 2017,
2018 and 2019 and September 30, 2020, our trade and bills receivables were RMB40.5 million,
RMB56.5 million, RMB97.4 million and RMB79.0 million, respectively. If any of our
customers’ cash flow, working capital, financial condition or results of operations deteriorates,
it may be unable, or it may otherwise be unwilling, to pay trade receivables owed to us
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promptly or at all. Moreover, we are also subject to credit risk arising from our contract assets.
As of December 31, 2017, 2018 and 2019 and September 30, 2020, our contract assets were
RMB11.2 million, RMB18.4 million, RMB69.6 million and RMB41.4 million, respectively.
We may not be able to bill all or any of the contract assets to our customers, or may not be able
to bill such customers within the expected timeline. In the event that our customer service
contracts are terminated earlier by our customers or that we fail to fulfill our delivery
obligations upon the contractual milestones, we may not be able to bill our customers for
amounts represented by all or any of the contract assets in a timely manner, if at all. As a result,
our customers may not pay us in accordance with the terms of the agreed payment schedule.
Any substantial default or delay of a customer’s payment obligations may materially and
adversely affect our working capital, financial condition and results of operations. As of
December 31, 2017, 2018 and 2019 and September 30, 2020, 5%, 9%, 9%, and 6% of the total
trade receivables and contract assets, respectively, were due from our largest customer, and
24%, 25%, 20% and 22% of the total trade receivables and contract assets, respectively, were
due from our five largest customers during such periods. Any substantial default or delay of a
major customer’s payment obligations may materially and adversely affect our working capital,
financial condition and results of operations.

We may fail to effectively develop and market new services, which may harm our growth
opportunities and prospects.

We intend to continue expanding our service offerings. For example, through our
extensive experience in non-clinical studies, regulatory knowledge and large customer base, we
have expanded our services offerings downstream of the drug R&D value chain to deliver a
diverse portfolio of clinical trial and related services and achieved synergies, particularly in
early stage clinical trials which share certain common bioanalytical methods and practices with
non-clinical studies. We also aim to leverage our experience in non-clinical studies in order to
move upstream of the drug R&D value chain to design, breed, raise and produce certain species
of high-quality research models that are in great demand, such as non-human primate research
models.

To develop and market our new services successfully and achieve the expected benefit,
including synergies between business lines, we must accurately assess and meet customer
needs, make significant capital expenditures, optimize our service processes to predict and
control costs, hire, train and retain the necessary personnel and efficiently utilize our existing
and accumulated expertise, obtain required regulatory clearances or approvals, increase
customer awareness and acceptance of our services, provide services of a high-quality and in
a timely manner, price our services competitively, compete effectively with other CROs and
research model suppliers and effectively integrate customer feedback into our business
planning and improvement. There is no assurance that we would be able to execute our current
expansion plan successfully or develop new businesses as we expect or plan. If we fail to
effectively develop new business lines and create demand for our existing and potential
customers, we will not achieve expected savings and synergies among different business lines
and our future business, including our results of operations, financial condition, cash flows and
prospects, could be materially and adversely affected.
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Our success depends on our ability to attract, train and retain skilled technical personnel
as well as qualified management team. If we lose their services, our business and prospects
could be severely disrupted.

Through our continued expansion, we have established an experienced talent pool with
strong execution capabilities. Highly skilled technical personnel help us keep pace with the
latest developments in R&D technologies and methodologies in the pharmaceutical industries,
and are therefore critical to our success. Our business operations also rely on personnel
possessing highly technical skills for our project management, quality control, compliance,

safety and health, information technology and marketing.

Our management team have been instrumental in achieving our growth. Their relevant
details are set out in the section headed “Directors, Supervisors and Senior Management.” If
we lose the services of any of our Directors or our senior management, we may not be able to
replace them with suitable and qualified candidates and may incur additional expense to recruit
and train new personnel, which could disrupt our business and growth.

We intend to continue to attract and retain skilled technical personnel and experienced
management team. However, as there is a limited supply of qualified personnel with solid
expertise and experience, and such talent is highly sought after by pharmaceutical companies,
CROs and other research institutions, we have to provide competitive compensation and
benefits packages to attract and retain talent. There can be no assurance that we will always be
able to attract and retain the requisite number of qualified personnel to keep pace with our
anticipated growth while maintaining consistent service quality. Our direct labor costs
accounted for 15.1%, 14.7%, 17.3% and 15.7% of our total revenues for the years ended
December 31, 2017, 2018 and 2019 and the nine months ended September 30, 2020,
respectively. We expect our expenses for recruiting and retaining talent will continue to
increase along with the growth of the CRO market in China and around the world. In addition,
we may not always be successful in training our professionals to quickly adapt to technological
developments, evolving standards and changing customer needs, and the quality of our services
may therefore be severely affected. Any failure to attract, train or retain qualified personnel
may materially and adversely affect our reputation, business, financial condition, results of
operations and prospects.

We depend on a stable and adequate supply of equipment, research models, consumables
and other goods and services from our suppliers. A significant price increase or
interruption of such supplies could potentially disrupt our operations.

Our business operations require a substantial amount of high-tech equipment, high-
quality research models, standard consumables and other goods and services to deliver our
services. We perform our non-clinical studies primarily on research models purchased from
third-party suppliers. In the event of significant price increases for such supplies, we may have
to incur additional cost or pass the increased costs to our customers. However, we cannot

55—



RISK FACTORS

assure you that we will be able to raise the prices of our services and products sufficiently to
cover increased costs. As a result, any significant price increase for our raw materials may have
an adverse effect on our profitability.

The total amount purchased from our five largest suppliers amounted to RMB41.7
million, RMB100.2 million, RMB128.1 million, and RMB140.9 million for the years ended
December 31, 2017, 2018 and 2019 and the nine months ended September 30 2020,
respectively. In 2017, 2018, 2019 and the nine months ended September 30, 2020, the total
amount purchased from our five largest suppliers together accounted for 49.8%, 53.5%, 46.9%
and 44.6%, respectively, of our total procurements amount, and our largest supplier accounted
for 18.7%, 25.5%, 22.8% and 29.4%, respectively, of our total procurement amount during
such periods. See “Business — Our Suppliers” for more information about our major suppliers.

We cannot assure you that we will be able to secure a stable supply of our supplies. Our
suppliers may reduce or cease their supply to us at any time in the future. In addition, we
cannot assure you that our suppliers have obtained and will be able to renew all licenses,
permits and approvals necessary for their operations or comply with all applicable laws and
regulations. Failure to do so by them may lead to interruptions in their business operations,
which in turn may result in a shortage of products and services supplied to us. If the supply
of materials, research models are interrupted, our services would be delayed or terminated. If
any such event occurs, our operations and financial position will be adversely affected.

In addition, while we have not experienced material shortages of research model supplies
during the Track Record Period, we cannot assure you that we will not experience such
shortages in the future. We primarily conduct non-clinical studies on rodent and non-human
primate research models. While the supplies of rodent research models are abundant and we do
not expect any likely shortages in the foreseeable future, the non-human primate research
models are relatively more scarce and sought-after research models for non-clinical studies.
During the Track Record Period, the demand for non-human primate models had been
constantly growing in China and such demand is expected to continue to rise in the future.
Although we had not experienced material difficulties in procuring an adequate amount of
non-human primate research models for our non-clinical studies during the Track Record
Period, our costs to procure such research models steadily increased during the same period
due to the continuous increase in market prices in 2019 and 2020. If we are not able to procure
a sufficient amount of non-human primate research models for our non-clinical studies due to
future shortages of supply, or if we are not able to procure non-human primate research models
at reasonable prices, our non-clinical studies involving non-human primate research models
will be delayed or even terminated, which will adversely affect our reputation, business,

operating results and prospects.
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Illegal actions, misconduct or any failure by our suppliers to provide satisfactory products
or services could materially and adversely affect our business, reputation, financial
condition and results of operations.

Our reputation and operations may be harmed by illegal actions or unsatisfactory
performance by suppliers that are outside of our control. Separately, claims might be raised
against us due to failure of our suppliers to ensure the high-quality of their goods and services
that interrupt our operations that delay our scheduled project timetable. In the event that we
become subject to claims caused by actions taken by our suppliers, we may attempt to seek
compensation from the relevant parties. However, such attempts may not be successful and
such compensation may be limited. If no claim can be asserted against a supplier, or amounts
that we claim cannot be fully recovered from the supplier, we may have to bear such losses at
our own cost. This could have a material and adverse effect on our business, financial condition
and results of operations.

The pharmaceutical CRO market is highly competitive. We may not be able to compete
effectively, which may result in downward pricing pressure and reduced demand for our
services.

The pharmaceutical CRO market is highly competitive in China and around the world,
and we expect the level of competition will continue to increase. We face competition in
various aspects, including price, quality of services, breadth and flexibility of services,
capacity, timeliness of delivery of services, compliance with regulatory standards and customer
relationships.

We compete with a significant number of large, established, multinational CROs that are
capable of providing a wide range of services to meet the demands of numerous complex and
challenging projects simultaneously, from drug discovery to commercial release. There are also
a significant number of international and domestic, small to medium-sized CROs that compete
for market share. We also compete with the in-house discovery, testing, development and
commercial manufacturing functions of pharmaceutical and biotechnology companies. We
expect increased competition as additional companies enter our market. See “Industry
Overview” in this prospectus for more information. Some of our competitors may have more
financial resources, better research and technical capabilities, greater pricing flexibility,
stronger sales and marketing efforts, longer track record and better brand recognition. In
addition, our competitors may improve the performance of their services, introduce new
services with lower prices, or adapt more quickly to new technologies and market
developments in customer demand and requirements, any of which could reduce the demand
for our services and thus reduce our revenues. Furthermore, increased competition could create
pricing pressure on our services, and as the CRO business become more commoditized in the
future, we may face increasing downward pricing pressure from our customers. If we fail to
compete effectively with existing and new competitors, our business, financial condition and
results of operations could be materially and adversely affected.
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If we are unable to successfully expand or operate in new geographic markets, our
growth, results of operations and financial condition could be adversely affected.

During the Track Record Period, we generated a vast majority of our revenues from
customers in China. We intend to further diversify our customer geographic mix to increase
revenues generated by customers in overseas countries or regions. However, the legal and
regulatory systems, competitive landscapes and customer preferences of these markets may be
different from the markets in which we currently operate. We have limited experience working
with customers in markets other than China, and we may encounter unanticipated barriers and
challenges in these new markets, which may result in a delay to or failure of our global
expansion plans. In addition, we may invest significant time and resources in promoting brand
awareness and acquiring market shares in these new markets. We may not be able to manage
our costs or generate sufficient revenue to justify the time and resources spent. If our
geographic expansion is unsuccessful, our business and financial condition could be adversely
affected. For risks associated with our international operations, see “— We are subject to risks
inherent in international operations.”

We may not be successful in protecting our customers’ intellectual property rights, trade
secrets or other confidential information, which may subject us to legal liabilities and
harm our reputation, business and competitive position.

Protecting our customers’ intellectual property rights, trade secrets and other confidential
information is critical to our customers as well as our business. Due to the nature of our
services, we typically have access to a significant amount of intellectual property owned by our
customers. Our customers typically retain ownership of all intellectual property associated with
their projects conducted by us, including the intellectual property provided to us and the
intellectual property arising from the services we provide. Our service agreements with our
customers would typically require us to exercise all reasonable precautions to protect the
integrity and confidentiality of our customers’ confidential information.

Notwithstanding our efforts to protect our customers’ intellectual property rights, trade
secrets and confidential information, unauthorized parties may still attempt to obtain and use
such information that we regard as confidential. Any unauthorized disclosure of our customers’
proprietary rights, trade secrets or confidential information could subject us to liabilities for
breach of contract, or intellectual property infringement claims against us, any of which could
divert our management’s attention and resources, and result in significant damage to our
reputation, business, financial condition and results of operations.
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Failure to successfully obtain, maintain and enforce intellectual property rights and
defend against challenges to our intellectual property rights could adversely affect us.

Unauthorized use of any of our intellectual property rights may materially and adversely
affect our business and reputation. We are endeavored to protect our intellectual property rights
by various means including registering our trademarks, copyrights and patents and filing patent
applications in accordance with applicable laws and regulations both in China and the United
States. Nevertheless, third parties may obtain and use our intellectual property rights without
due authorization.

As of the Latest Practicable Date, we owned 30 patents and seven patent applications in
China, any of which may be the subject of a governmental or third-party objection, which could
prevent the maintenance or issuance of the same.

If we are unsuccessful in obtaining trademark protection for our primary brands, we may
be required to change our brand names, which could materially adversely affect our business.
Moreover, as our services advance and research model segment matures, our reliance on our
trademarks to differentiate us from our competitors will increase, and as a result, if we are
unable to prevent third parties from adopting, registering or using trademarks and trade dress
that infringe, dilute or otherwise violate our trademark rights, our business could be materially
adversely affected.

Many companies have encountered significant problems in protecting and defending
intellectual property rights in certain jurisdictions, including China. The legal systems of some
countries do not favor the enforcement of patents, trade secrets and other intellectual property,
which could make it difficult for us in those jurisdictions to defend the infringement or
misappropriation of our patents or other intellectual property rights, or the marketing of
competing products in violation of our proprietary rights.

We may not prevail in any lawsuits that we initiate and the damages or other remedies
awarded, if any, may not be commercially meaningful and sufficient. Accordingly, our efforts
to enforce our intellectual property rights and proprietary rights around the world may be
insufficient to obtain a significant commercial advantage from the intellectual property that we
develop or license. Further, such litigation may require a significant expenditure of cash and
may divert our 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.
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If we fail to maintain the confidentiality of our trade secrets, our business and competitive
position may be harmed.

We rely upon unpatented trade secret protection, unpatented know-how and continuing
technological innovation to develop and maintain our competitive position, and such trade
secrets and know-how can be difficult to protect. We also seek to protect our and our
customers’ proprietary technologies and processes, in part, by including provisions regarding
confidentiality in our labor contracts and the employee handbook. However, we cannot
guarantee that these third-party service providers with access to our and our customers’ trade
secrets or proprietary technologies will abide by the terms of our confidentiality agreement.
Furthermore, we may not be able to prevent the unauthorized disclosure or use of our and our
customers’ technical know-how or other trade secrets by the parties to these agreements.
However, despite the general existence of confidentiality agreements and other contractual
restrictions, if any of our employees and certain other third parties who are parties to these
agreements breaches or violates the terms of any of these agreements or otherwise discloses our
or the customers’ proprietary information, we may not have adequate remedies for any such
breach or violation, and we could lose our or our customers’ trade secrets, as a result, which
could materially and adversely affect our business and competitive position. Claiming against
a third party for illegally disclosed or misappropriated our trade secrets, including through
intellectual property litigation or other proceedings, could be difficult, expensive and time
consuming, and it may not be successful.

Our customers may be affected by ongoing healthcare reforms and potential additional
regulatory reforms that may adversely impact the pharmaceutical industry or otherwise
reduce demand for our services and negatively impact our profitability.

Numerous government authorities have adopted various healthcare reforms and may
undertake, or are in the process of undertaking, efforts to control growing healthcare costs
through legislation, regulation and voluntary agreements with healthcare providers and
pharmaceutical companies, including many of our customers. For example, in March 2010, the
Patient Protection and Affordable Care Act, as amended by the Health Care and Education
Reconciliation Act, or collectively, the Affordable Care Act, was signed into law in the U.S.
The Affordable Care Act introduced significant new requirements for the healthcare and health
insurance industries, imposed new taxes and fees on pharmaceutical companies and imposed
additional health policy reforms. It has taken, and continues to take, a significant amount of
time for the full effects of these policies to become clear. The policies of the present
administration of the U.S. government towards various aspects of these reforms represent
significant uncertainty for the pharmaceutical industry. In China, regulatory authorities in the
PRC have recently announced a series of measures and schemes to streamline, expedite and
simplify regulatory procedures for drug registration, for example, Procedures for Prioritized
Evaluation and Approval for Drug Marketing (Trial) ( (%5 b i o] B C 8 s it TAERR P
(#17)) ) stipulates that the applicant can apply for the prior evaluation and approval
procedure for drugs with obvious clinical value. See “Regulatory Overview — Principal Laws
and Regulations Relating to Our Businesses in the PRC”. While government policies toward
the pharmaceutical industry are expected to remain stable and the government is expected to
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remain committed to increasing innovation as well as overall healthcare spending in line with
the “Healthy China 2030” goals set by the State Council, we cannot guarantee that this will
continue to be the case. For example, the Announcement on Several Policies Pertaining to the
Review and Approval of Drug Registration ( E3EN FEM 3R TBORMASE) )
adopts drug registration, review and approval policies, and sets out ten key points to be applied
in the process of reviewing and approving drug applications and clinical trials, with an
emphasis on the accuracy of clinical trial data and drug effectiveness. The evolving regulatory
framework indicates a trend of self-review requirements for the pharmaceutical companies of
their own drug applications and data, which in turn raises higher standards of our services
provided to our customers. For details, see “Regulatory Overview.” The full effects of ongoing
reforms and any subsequent healthcare policies on the pharmaceutical industry are
unpredictable. Any of the above may affect the demand for our services and adversely affect
our business, financial condition and results of operations.

Providing pharmaceutical CRO services exposes us to product liability risks and other
potential liabilities.

In providing our pharmaceutical CRO services, we face a range of potential liabilities. In
particular, we may face product liability risks if the pharmaceuticals we help to develop or test
are subject to product liability claims. Our liability is not always capped under our service
agreements and in certain cases, the product liability cap is not applicable for claims relating
to personal injuries or death. We provide services in various stages of the R&D process of
drugs that are intended ultimately to be used in humans, either in clinical trials or as marketed
products. If any of these drugs or medical devices harms people due to our negligence, willful
misconduct, unlawful activities or material breach, we may be subject to litigation and may be
required to pay damages. Damages awarded in a product liability action could be substantial
and could have a material and adverse impact on our reputation, business, financial condition,
results of operations and prospects. Although we currently maintain professional liability
insurance and public liability insurance, our insurance coverage may be inadequate or may
become unavailable on terms acceptable to us.

Overseas markets where our services are and may in the future be provided and where the
relevant drug candidates are located or may be sold, including the U.S., may have similar or
more onerous pharmaceutical product regulatory regimes, as well as more litigious
environments that may further expose us to the risk of product liability claims. Even if we are
able to successfully defend ourselves against any such product liability claims, doing so may
divert our management’s attention and resources.

Our customer agreements may contain provisions that run counter to our interests or
expose us to potential liability.

Our service agreements generally provide that a customer can terminate the agreement or
any work order under the agreement without cause by giving prior written notice. Most of our
project-based service contracts also allow customers to unilaterally terminate the contract
without cause by giving prior written notice. If a customer terminates a work order or
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project-based service contract without cause, typically we are only entitled to receive service
fees earned up to the date of termination, costs already incurred or irrevocably committed and,
in some cases, a limited amount of penalty. For more information, please see “Business — Our
Customers.” Therefore, cancelation or modification of any material work order or project-
based service contract could materially and adversely affect our business, financial condition,
results of operations and prospects.

Animal testing may expose us to potential liabilities and oppositions by special-interest
groups, which might disrupt our facilities or tarnish our reputation.

A substantial portion of our non-clinical studies utilize research models in the assessment
of the safety and efficacy of pharmaceuticals, primarily including rodents and non-human
primates. The use of research models at our facilities must be conducted in compliance with
applicable laws and regulations in the jurisdictions in which those activities are conducted. If
our equipment, facilities, laboratories or processes fail to comply with applicable standards,
relevant authorities may issue inspection report documenting the deficiencies and setting
deadlines for any required corrective actions. For non-compliance, relevant authorities may
take action against us that may include fines or confiscation of laboratory animals. Any such
non-compliance with legal, regulatory or third-party accreditation requirements may also result
in the limitation, termination, suspension or revocation of any licenses, permits, authorizations,
assurances or certificates necessary for the conduct of our business. Any determination of
non-compliance, report or other action by a regulatory authority could adversely affect our
business, financial condition and results of operations.

In addition, certain special-interest groups object to the use of animals for research
purposes. Any threats directed against our animal research activities or any negative media
attention could impair our ability to operate our business efficiently. Although we have not
experienced such oppositions or negative media attention directed to our facilities, we cannot
assure you that this would not happen in the future. In addition, if regulatory authorities were
to mandate a significant reduction in safety testing procedures that utilize laboratory animals,
as has been advocated by certain groups, our business could be materially and adversely
affected.

New technologies may be developed, validated and increasingly used in
biopharmaceutical research, which could reduce demand for our research models.

The scientific and research communities continue to explore methods to develop
improved cellular and research model systems that would increase the translation to human
studies and vice-versa and possibly replace or supplement the use of traditional living research
models as test platforms in biomedical research. Some companies have developed techniques
in these areas that may have scientific merit to improve translation between species. In
addition, technological improvements to existing or new processes, such as imaging and other
translational biomarker technologies, could result in the refinement and utility for the number
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of research models necessary to improve the translation from non-clinical to clinical studies.
There is an increasing push to focus on in vitro technologies such that employ human
biospecimens, stem cell technologies and genome editing.

Even if we are subsequently successful in the development and commercialization of
alternatives to traditional research models, it may not be sufficient to fully offset reduced sales
or profits from research models. In addition, alternative research methods could decrease the
need for future research models, and we may not be able to develop new products effectively

or in a timely manner to replace any lost sales.

We have strategically decided not to further grow or expand our sales of rodent research
models, and, we are currently constructing new facilities in Wuzhou to strengthen our
investments in the scientific research and breeding of non-human primate research models,
with a goal to producing quality non-human primate research models at scale in the long term.

However, other companies or entities may develop research models with characteristics
different than the ones that we produce, and which may be viewed as more desirable by some
of our customers. If we fail to realize anticipated returns on our planned investments in
research model business, our business, financial condition and results of operations will be
materially and adversely affected.

If we do not keep pace with rapid technological changes by developing, enhancing,
adapting or acquiring new technologies, our non-clinical studies and clinical trial services
may become less competitive or obsolete.

We operate in a market that evolves constantly and we must keep pace with new
technologies and methodologies to maintain our competitive position. It is critical for us to
continue investing significant amounts of human and capital resources to develop or acquire
new technologies in order to enhance the scope and quality of our services. We may also decide
to continue expanding our business by entering into new markets and new geographic areas,
and therefore may need to develop or adapt to new technologies and methodologies. We cannot
assure you that we will be able to develop, enhance or adapt to new technologies and
methodologies in a timely manner or at all. Any failure to do so could significantly reduce

demand for our services and harm our business and prospects.

Furthermore, developing new technologies and methodologies successfully requires us to
accurately assess and meet customers’ needs, make significant capital expenditures, hire, train
and retain qualified personnel, obtain required regulatory clearances or approvals, increase
customer awareness and acceptance of our services, provide high-quality services in a timely
manner, price our services competitively, integrate innovations into our existing system and
effectively incorporate customer feedback into our business planning. Any failure to do so
could significantly affect our ability to develop and market our new technologies and
methodologies and therefore significantly reduce demand for our services and harm our
business and prospects.
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Our current competitors or other businesses might develop technologies or services that
are more effective or more commercially attractive than our current or future technologies and
services. If our competitors introduce superior technologies or services, or we fail to improve
our technologies, our technologies and services might be rendered obsolete and our
competitive position would be harmed. Any purchases of new technologies or enhancements of
our existing technologies may be expensive and represent a significant or prohibitive cost for
our business. If we are unable to compete successfully, we may lose customers or fail to attract
new customers, which could have a material adverse impact on our business, financial
condition and results of operations.

We depend on the continued availability and effectiveness of our IT systems and other
infrastructure, which may face security risks, including cyber security risks.

We rely on a variety of information technology and automated operating systems to
manage and support our operations, including protecting our customers’ intellectual property
and clinical subject health information. The proper functioning of these systems is critical to
the efficient operation and management of our business. In addition, these systems may require
modifications or upgrades as a result of technological changes or growth in our business. These
changes may be costly and disruptive to our operations and could impose substantial demands
on management’s time. Our systems and those of third-party providers may be vulnerable to
damage or disruption caused by circumstances beyond our control, such as catastrophic events,
power outages, natural disasters, computer system or network failures, viruses or malware,
physical or electronic break-ins, unauthorized access, cyber-attacks or thefts. We cannot assure
you that the measures and steps we take to secure our systems and electronic information are
adequate. Any significant disruption to our systems could result in unauthorized disclosure of
confidential information, including personal health information, which may adversely affect

our business, financial condition and results of operations.

Due to the global nature of our business and our reliance on information systems to
provide our services, we intend to increase our use of web-enabled and other integrated
information systems in delivering our services. We may also provide access to similar
information systems to certain of our customers in connection with the services we provide for
them. As the breadth and complexity of our information systems continue to grow, we will
increasingly be exposed to the risks inherent in the development, integration and ongoing

operation of evolving information systems, including:

. disruption, impairment or failure of data centers, telecommunications facilities or
other key infrastructure platforms;

. security breaches of, cyber-attacks on and other failures or malfunctions in, our
critical application systems or their associated hardware; and

. excessive costs, delays or other deficiencies in systems development and
deployment.
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If any of these risks materialize, they may impede the processing of data, the delivery of
information and services and the day-to-day management of our business and could result in
the corruption, loss or unauthorized disclosure of proprietary, personal, confidential or other
data as well as lead to enforcement or other legal actions. Despite any precautions we take,
damage from fire, floods, hurricanes, power loss, telecommunications failures, computer
viruses, break-ins, cyber-attacks, thefts and similar events at our various computer facilities
could result in interruptions in the flow of data to our servers and from our servers to our
customers. While we have data safeguarding and disaster recovery plans in place, they might
not adequately protect us in the event of a system failure of any one of the information systems
on which we rely. Corruption or loss of data may result in the need to repeat activities at no
cost to the customer but at significant cost to us, the termination of a contract or damage to our
reputation, which, in turn, may materially and adversely affect our business, financial
condition and results of operations.

Contaminations in our research model populations can adversely affect our non-clinical
studies, result in decreased sales of our research models, harm our reputation for
contaminant-free production and cause us to incur additional costs.

During the Track Record Period, we primarily hosted, bred and performed non-clinical
studies on research models at our Beijing, Suzhou and Nanning facilities. To satisfy the needs
of our non-clinical studies, we purchase quality research models from third-party suppliers
with proper quarantine and quality certifications. In addition, we host non-human primate
research models at our Nanning facilities primarily for the purposes of scientific research and
breeding, with a view to achieving production at scale in the long run. Our research models
must be free of certain infectious agents, such as certain viruses and bacteria, because the
presence of these contaminants can distort or compromise the quality of research results and
could adversely impact human or animal health. The presence of these infectious agents in our
research model facilities and certain service operations could disrupt our contaminant-free
research model production and maintenance as well as our non-clinical studies, harm our
reputation for contaminant-free production and result in decreased sales of our services and
research models. There also exists a risk that contaminations from research models that we
produce may affect our customers’ facilities, with similar impact to them for which we could
be liable for damages. In some cases, we may produce or import research models carrying
infectious agents capable of causing disease in humans; and in the case of such a contamination
or undiagnosed infection, there could be a possible risk of human exposure and infection and

liability for damages to infected persons.

A contamination may require extended quarantine as required by applicable regulations
or industry standards with subsequent reduced sales as a result of lost customer orders, as well
as the potential for complete inventory loss and disinfection of the affected quarantine rooms.
Contaminations are unanticipated and difficult to predict and could adversely impact our
financial results. If they occur, contaminations typically require cleaning up, renovating,
disinfecting, retesting and restarting production or services. Such clean-ups result in inventory
loss, clean-up and start-up costs, and reduced sales as a result of lost customer orders and
potentially credits for prior shipments. In addition to microbiological contaminations, the
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potential for genetic mix-ups or mis-matings also exists and may require us to restart the
applicable colonies, and would likely result in inventory loss, additional start-up costs and
possibly reduced sales. Contaminations also expose us to risks that customers will request
compensation for damages in excess of our contractual indemnification requirements.

Our reputation and brand are key to our business success. Negative publicity may
adversely affect our reputation, business, financial condition and growth prospect.

Any negative publicity concerning us, our shareholders, directors, officers, employees,
affiliates or subsidiaries, even if untrue, could adversely affect our brand image, reputation,
business prospects, financial condition and results of operations. In addition, in light of our
specialized customer base, customer referrals and word-of-mouth marketing have contributed
significantly to our ability to acquire customers. Once our reputation is impaired, it could be
difficult, expensive and time-consuming to restore, and could make our existing or potential
customers reluctant to select us for new engagements, resulting in loss of business. Damage to
our reputation could also adversely affect our recruitment and retention efforts, harm the value
and effectiveness of our brand name, reduce investor confidence in us, and adversely affect the

price of our Shares.

We may be exposed to risks related to our management of medical and other data of
patients and volunteers enrolled in our clinical trial and related services.

During clinical trials, we and our hospital partners routinely collect and maintain medical
data treatment records and other personal details of enrolled subjects. We are subject to the
relevant privacy laws and regulations of the various jurisdictions in which we conduct our
clinical trials. Although we have taken measures to maintain the confidentiality of the medical
records and personal data of subjects enrolled in our clinical trials, including collaborating with
our hospital partners to limit the access to such information to certain personnel so that it
cannot be viewed without proper authorization, and conducting various internal trainings for
our employees to maintain the confidentiality of our subjects’ medical records, we cannot
assure you that such measures are effective in ensuring compliance with the relevant laws and
regulations or that we and our hospital partners are able to prevent the enrolled subjects’
private or medical records being divulged without their consent. For example, the information
technology systems could be hacked, and personal information could leak due to theft or
misuse of personal information arising from misconduct or negligence. In some cases, our
clinical trials also involve professionals from third-party institutions working on-site with our
staff and enrolled subjects. We cannot ensure that such persons will always comply with our
data privacy measures. Furthermore, any change in such laws and regulations could affect our
ability to use medical data and subject us to liability for the use of such data for previously
permitted purposes. Any failure to protect the confidentiality of subjects’ medical records and
personal data, or any restriction on or liability as a result of our use of medical data, could have
a material adverse effect on our business, financial condition and results of operations.
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We could experience a breach of the confidentiality of the information on non-clinical
studies we hold or of the security of our computer systems.

We operate IT systems that contain a significant amount of our customers’ data. As a
routine element of our business, we collect, analyze, and retain substantial amounts of data
pertaining to the research projects we conduct for our customers. Unauthorized third parties
could attempt to gain entry to such computer systems for the purpose of stealing data or
disrupting the systems. We believe that we have taken appropriate measures to protect them
from intrusion, and we continue to improve and enhance our systems in this regard (including
with respect to how we process and report any breaches), but in the event that our efforts are
unsuccessful, we could suffer significant harm. Our contracts with our customers typically
contain provisions that require us to keep confidential the information generated from these
studies. In the event the confidentiality of such information was compromised, we could suffer
significant harm on our reputation, customer relationships, business or our prospects.

We may have difficulty in recruiting patients and volunteers for our clinical trials. Our
trial results may be adversely affected if the dropout rate is higher than anticipated.

Our clinical trial services require a continuous process of patient recruitment, patient
treatment and follow-up observations. Identifying, recruiting and enrolling patients and
volunteers to participate in clinical trials is critical to our services, and we may not be able to
identify, recruit and enroll a sufficient number of patients and volunteers with the required or
desired characteristics to complete our contracted clinical trials in a timely manner. Our
competitors may engage in ongoing clinical trials for similar products and the patients and
volunteers who would otherwise be eligible for our clinical trials may enroll in our
competitors’ clinical trials. The timing of our clinical trials depends on our ability to recruit
patients and volunteers to participate as well as to subsequently use medicine on such patients
and volunteers and complete required follow-up periods. We may also experience enrollment
delays due to increased or unforeseen regulatory, legal and logistical requirements at certain
clinical trial sites. Any delays in our planned clinical trials could result in increased costs,
delays in advancing our product candidates and testing the effectiveness of our product
candidates or in termination of the clinical trials altogether.

In addition, the dropout rate of patients and volunteers may be higher than anticipated. A
patient or volunteer who drops out at any point in certain weeks of the trial is considered as
a “failure to respond” in the result of such clinical trial. Therefore, a higher than anticipated
dropout rate lowers the chance of proving statistical significance, which could adversely affect
clinical trial results.

We may need additional capital and may not be able to obtain the funding in a timely
manner or on acceptable terms or at all.

In order to expand our capacity, undertake desirable acquisitions, develop new services
and remain competitive, we may require additional capital. Particularly, the construction,
expansion and renovation of our existing and future facilities require significant amounts of
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capital. For details, please see “Future Plans and Use of Proceeds.” We expect to satisfy such
capital commitments using part of the net proceeds from the Global Offering, cash from
operations and bank facilities available to us. Financing may be unavailable in amounts or on
terms acceptable to us. Our ability to obtain additional capital is subject to a variety of
uncertainties, including our future financial condition, results of operations and cash flows,
general market conditions for capital-raising activities by CROs, and economic, political and
other conditions in China and the U.S. The sale of additional equity or equity-linked securities
could result in dilution to the Shares held by our shareholders. The incurrence of indebtedness
would result in increased debt service obligations and could result in operating and financing
covenants restricting our operations or our ability to make acquisitions or pay dividends. Any
failure to acquire sufficient additional capital to meet our capital requirements may materially
and adversely affect our business, financial condition and results of operations.

We are subject to risks inherent in international operations.

We have operations in the United States and intend to continue to expand our presence
internationally. Our success in providing services internationally and competing in
international markets is subject to our ability to manage various risks and difficulties,

including:

. our ability to effectively manage and coordinate our employees across different
geographic locations;

. our ability to develop and maintain relationships with customers, suppliers and other
local stakeholders;

. compliance with different pharmaceutical CRO requirements and standards;

. variations and changes in laws applicable to our operations in different jurisdictions,
including enforceability of intellectual property and contractual rights;

. trade restrictions, political changes, disruptions in financial markets, and
deterioration of economic conditions, particularly the relations between China and
the United States;

. customs regulations and the import and export of goods and raw materials;

. foreign investment restrictions;

. the ability to provide sufficient levels of technical support in different locations;

. our ability to obtain and renew licenses that may be needed in international locations
to support operations; and

. changes in tariffs, taxes and foreign currency exchange rates.
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Our profitability and ability to implement our business strategies, maintain our market
share and compete successfully in international markets may be compromised if we are unable
to manage the foregoing risks and other international risks successfully.

Changes in international trade or investment policies and barriers to trade or investment,
in particular the ongoing conflicts between the U.S. and China, may have an adverse
effect on our business and expansion plans.

International market conditions and the international regulatory environment have
historically been affected by competition among countries and geopolitical frictions. Changes
to trade policies, treaties and tariffs, or the perception that these changes could occur, could
adversely affect the financial and economic conditions in the jurisdictions in which we operate,
as well as our overseas expansion, our financial condition and results of operations. The U.S.
administration under President Donald J. Trump has advocated greater restrictions on
international trade generally and significant increases on tariffs on certain goods imported into
the U.S., particularly from China, and has taken steps toward restricting trade in certain goods.
For example, in 2018, the U.S. announced three finalized tariffs that applied exclusively to
products imported from China, totaling approximately US$250 billion, and in May 2019, the
U.S. increased the rate of certain tariffs previously levied on Chinese products from 10% to
25%. In addition, in August 2019, President Donald J. Trump threatened to impose additional
tariffs on remaining Chinese products, totaling approximately US$300 billion. In retaliation,
the Chinese government imposed additional tariffs on U.S. goods as well as lodged a WTO
tariff case against the United States. On January 15, 2020, China and the United States signed
phase one trade deal, easing trade tensions between the two countries. However, the two
governments postponed the review of their phase one trade deal scheduled for August 15, 2020,
which may impose some uncertainties on its implementation. In August 2020, the U.S.
government announced a series of restrictions on certain Chinese companies, which among
other things, may restrict their ability to acquire or use technologies, systems, devices or
components, to access U.S. cloud-based systems and other infrastructure; and to operate in the
U.S. While we are not subject to these restrictions and there is no reason for us to believe that
we will become subject to similar restrictions, such policies and measures directed at China and
Chinese companies could have the effect of discouraging U.S. persons to work for Chinese
companies like us or U.S. customers to outsource their projects to us, which could hinder our
ability to hire or retain qualified personnel or adversely affect our results of operations and
prospects. Moreover, there have been accusations from the United States and certain other
countries regarding the PRC’s handling of the COVID-19 outbreak, as well as concerns
regarding the PRC’s implementation of national security laws in Hong Kong. These
accusations and concerns, along with threats to impose new tariffs or sanctions on China, have

resulted in increased tensions in China’s international relations.

If the tensions between China and the U.S. worsen or if the U.S. or other countries start
imposing restrictions on exporting raw materials, research models and equipment, outsourcing
pharmaceutical technology or research activities to China, transferring research data or
technologies to or from China, or recognizing research data generated by Chinese CROs, our
business could be materially and adversely affected. In addition, our operations and future
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potential acquisitions in the U.S. may be affected by heightened regulatory requirements or
scrutiny if the current U.S.-China disputes continue to escalate. For example, we may face
heightened operational and regulatory barriers to integrate our businesses in China and the
United States or execute our plans to further expand our U.S. operations, and we may even lose
control of or be forced to divest our U.S. business. If any of such events materialize, we may
experience material loss of overseas customers and face severe impediment to execute our

growth plan, which in turn adversely affects our business, operating results and prospects.

In addition, China and other countries have retaliated, and may further retaliate, in
response to new trade policies, treaties and tariffs implemented by the U.S. government. Such
retaliation measures may further escalate the tensions between the countries or even lead to a
trade war. Any escalation in trade tensions or a trade war, or the perception that such escalation
or trade war could occur, may have negative impact on the economies of not merely the two
countries concerned, but the global economy as a whole. In addition, if China were to increase
the tariff on any of the supplies and equipment imported by us from the United States, we might
not be able to find substitutes with the same quality and price in China or from other countries.
As a result, our costs would increase and our business, financial condition and results of

operations would be adversely affected.

Our business operations and financial performance have been adversely affected by the
COVID-19 outbreak, may in the future continue to be affected by the COVID-19
outbreak, and may be affected by other natural disasters, epidemics and other
unforeseeable catastrophes.

Since the end of December 2019, the outbreak of a novel strain of coronavirus named
COVID-19 has materially and adversely affected the global economy. In response, countries
across the world, including China and the United States, have imposed widespread lockdowns,
closure of work places and restrictions on mobility and travel to contain the spread of the virus.

To varying degrees, our business operations had been affected by the COVID-19
outbreak. The governmental lockdown and other restrictive measures had resulted in reduced
mobility of our employees, causing some of our employees to work remotely during the
COVID-19 outbreak. In addition, certain business meetings with our existing and potential
customers, to the extent in person presence was required, had been canceled or postponed. Due
to the closure of work places and travel restrictions across China during the COVID-19
outbreak, our construction project in Wuzhou to build scientific research and breeding facilities
for non-human primate research models was temporarily delayed. As the virus causing the
COVID-19 outbreak was alleged to have spread to human beings from certain wild animals, the
PRC government have issued a series of regulations to tighten the supervision on transportation
of wild animals, including the large-sized research models such as non-human primate research
models. The stricter regulations have affected our ability to procure non-human primate
research models from our suppliers and transport non-human primate research models to our
facilities, although handling and transportation of research models for drug R&D purposes are
allowed under such restrictions. To a lesser extent, reduced transportations and disruption to
manufacturing and logistics networks in China and the United States due to the COVID-19
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outbreak affected our suppliers’ abilities to manufacture and transport certain consumables and
supplies necessary for our operations. For additional information, see “Financial Information
— Effects of the COVID-19 Outbreak on Our Business.”

While we have employed various measures to mitigate the impacts of the COVID-19
outbreak on our business operations, we cannot assure you that our efforts will always be
efficient or at all. Furthermore, we may in the future experience additional disruptions that
could materially and adversely impact our business operations, financial condition and results
of operations, including but not limited to:

. a decline in customer orders and/or loss of customers;

. interruptions, delays or cancellations of our research projects;

. inefficiencies, delays and additional costs in our execution of research projects or
sales, marketing and customer service efforts;

. interruptions or delays in the construction, expansion and renovation of our facilities
in China and the United States;

. interruptions or delays in the procurement of large-sized research models including

the non-human primate research models;

. interruptions of, or delays in receiving, other supplies necessary for our operation
due to staffing shortages, production slowdowns or stoppages and disruptions in
logistics and delivery systems and imports;

. delays or failure to collect receivables from our customers;

. limitations on employee resources that would otherwise be devoted to our business
operations, including because of one or more clusters of COVID-19 cases at our
facilities.

We may also take further actions as may be required by government authorities or as we
determine are in the best interest of our employees and customers which could further

adversely impact our business operations.

To the extent the COVID-19 outbreak adversely affects our business and operations, it
may also heighten many of the other risks described in this “Risk Factors” section, such as
those relating to our ability to expand and upgrade our facilities and enhance our capabilities,
our ability to attract and retain customers, our ability to collect payments from our existing and
future customers, and our ability to conduct R&D projects with high-quality and timely

delivery.
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There are no comparable recent events that provide guidance as to the effect the
COVID-19 outbreak as a global pandemic may have, and, as a result, the ultimate impact of
the pandemic is highly uncertain and subject to change, even though conditions have been
gradually improving in China where we conduct a vast majority of our business. We do not yet
know the full extent of the impacts on our business, our operations or the global economy as
a whole. The extent to which the COVID-19 outbreak may impact our business will depend on
future developments, which are highly uncertain and unpredictable, such as the duration of the
outbreak, the effectiveness of travel restrictions and other measures to contain the outbreak and
its impact, such as social distancing, quarantines and lockdowns in China, the United States

and other countries where we and our customers operate.

In addition, any future occurrence of force majeure events, natural disasters or outbreaks
of other epidemics and contagious diseases, including avian influenza, severe acute respiratory
syndrome, swine influenza caused by the HIN1 virus or the Ebola virus, may materially and
adversely affect our business, financial condition and results of operations. Moreover, the PRC
has experienced natural disasters such as earthquakes, floods and droughts in the past few
years. Any future occurrence of severe natural disasters in China may materially and adversely
affect its economy and our business. We cannot assure you that any future occurrence of natural
disasters or outbreaks of epidemics and contagious diseases or the measures taken by the
Chinese government or other countries in response to such contagious diseases will not
seriously disrupt our operations or those of our customers, which may materially and adversely
affect our business, financial condition and results of operations.

We may not be able to effectively manage our inventory levels.

Our inventories include consumables and research models used for our service. We
manage our inventory levels based on our forecasts of customer demand for our services in
terms of ongoing projects and potential new projects. Customer demand, however, can be
affected by numerous uncertainties, including in relation to the progress of their projects,
pending regulatory approvals, timing and success of clinical trials, our level of success in
securing new projects and other factors beyond our control. Our inventories amounted to
RMB10.3 million, RMB13.0 million, RMB49.6 million and RMB73.3 million as of December
31, 2017, 2018 and 2019, and September 30, 2020, respectively.

If we fail to manage our inventory levels effectively, we may be subject to a heightened
risk of inventory obsolescence, a decline in the value of inventories, and potential inventory
write-downs or write-offs. Procuring additional inventories may also require us to commit
substantial working capital, preventing us from using such capital for other purposes. Any of
the foregoing may materially and adversely affect our results of operations and financial
condition.
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Our financial assets at FVOCI and FVTPL are subject to the uncertainties in accounting
estimates. Fluctuations in fair value of our financial assets at FVOCI and FVTPL would
affect our financial results.

We measure our unlisted equity instruments at fair value through other comprehensive
income (“FVOCI”) and measured RMB wealth management products at fair value through
profit or loss (“FVTPL”), at their respective fair values. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either in the principal
market for the asset or liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. We have adopted IFRS 9 throughout the Track
Record Period. The equity investments at fair value through profit or loss is measured using
the assumptions that market participants would use when pricing such equity investments,
assuming that market participants act in their economic best interest. As such, we believe that
our equity investments at fair value through profit or loss are subject to the uncertainties of
accounting estimates and therefore warrant particular attention.

All assets and liabilities for which fair value is measured are categorized within the fair
value hierarchy, described as follows, based on the lowest level input that is significant to the
fair value measurement as a whole: (i) level 1 valuations, which refer to quoted (unadjusted)
market prices in active markets for identical assets or liabilities, (ii) level 2 valuations which
refer to valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable, and (iii) level 3 valuations which refer to
valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable. As of December 31, 2017, 2018 and 2019 and September 30,
2020, we recorded financial assets at FVOCI of nil, nil, RMB12.0 million and RMB59.3
million respectively, while we recorded financial assets at FVTPL of RMB200.7 million,
RMB348.7 million, RMB130.7 million and RMB187.3 million respectively. As of December
31, 2017, 2018 and 2019 and September 30, 2020, we had RMB200.7 million, RMB348.7
million, RMB142.7 million and RMB246.6 million of level 3 financial assets, respectively. It
is possible that future accounting standards and fair value estimation that we require to adopt
may differ from the current accounting treatment that we apply to our financial statements and
may result in significant changes to our results, disclosures and reporting systems. Such
changes could adversely affect the trends and comparability of our financial results.

Our results of operations are subject to biological asset fair value adjustments, which are
non-cash in nature and can be highly volatile and are subject to a number of factors.

We have biological assets, primarily consisting of non-human primates hosted at our
Nanning facilities primarily for scientific research and breeding purposes, including (i) those
used for non-clinical studies, which are classified as current assets and (ii) those maintained
for the purposes of breeding, which are classified as non-current assets. We measure biological
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assets upon initial recognition and at the end of each reporting period at their fair value less
costs of disposal. Fair value gains or losses with respect to our biological assets are attributable
to changes in the market-determined prices, species, growing conditions, costs incurred and
professional valuation.

The fair values of our biological assets at each reporting date during the Track Record
Period were determined by an independent professional appraiser and we intend to engage an
independent professional appraiser to determine the fair values of our biological assets going
forward. The fair value measurements of our biological assets fall into level 3 of the fair value
hierarchy. In valuing our biological assets, the independent appraiser has relied on a number
of major parameters and assumptions which may vary from time to time, such as classification
of the biological assets according to their age, gender and unit market price of biological assets,
as well as economy conditions affecting the biological assets. See “Financial Information —
Valuation of Biological Assets” for details.

The fair value of our biological assets could be affected by factors including the accuracy
of those parameters and assumptions, as well as the quality of our biological assets and changes
in the research model industry. Therefore, the resulting adjustments can be highly volatile.
While these assumptions as adopted in the valuation process have been in line with the actual
results, we cannot assure you that there will be no significant deviation in the future. In
addition, market prices for our biological assets are highly volatile and susceptible to
significant fluctuations from period to period. As a result of revaluations of our biological
assets from period to period, our financial position and results of operations may change
significantly from period to period. In addition, an increase or decrease in market prices for
biological assets will, among others, increase or reduce our total cost of services and gains or
losses arising from changes in fair value which makes our reported profit more volatile. For the
years ended December 31, 2017, 2018 and 2019, and nine months ended September 30, 2020
the net effect of biological assets fair value adjustments that affected our profit for the
year/period were positive of RMB4.0 million, negative of RMBS5.7 million, positive of
RMBS.4 million and RMB25.3 million.

For details on the valuation and the application of various assumptions, see the subsection
headed “Financial Information — Valuation of Biological Assets” in this prospectus. In
particular, upward adjustments and gains so recognized do not generate any cash inflow for our
operations. As a result, when evaluating our results of operations and profitability, you should
consider our profit and margins without taking into account the effects of these biological asset
fair value adjustments.

We may not be able to utilize all of our deferred tax assets, which may affect our financial
position in the future.

As of December 31, 2017, 2018 and 2019 and September 30, 2020, our deferred tax assets
amounted to RMB4.5 million, RMB6.9 million, RMB25.6 million and RMB39.0 million,
which primarily consisted of temporary difference from share based payments and unused tax
losses. Deferred tax assets are generally recognized for all deductible temporary differences to
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the extent that it is probable that taxable profits will be available against which those
deductible temporary differences can be utilized. If we suffer significant losses in the future,
we may not be able to utilize all of our deferred tax assets. For details of the movement of our
deferred tax assets during the Track Record Period, please see Note 31 to the Accountants’
Report in Appendix I to this Prospectus.

We may face goodwill impairment risks in connection with our Biomere acquisition.

In order to expand our operations and global presence, we have acquired Biomere in
2019. As of September 30, 2020, RMB130.8 million, or 6.8%, of our total assets consisted of
goodwill relating to our acquisition of Biomere.

In order to determine whether our goodwill is impaired, we are required to estimate,
among other things, the expected future cash flows that we will derive from Biomere, which
includes an estimation of the expected growth rate in sales of the relevant services, as well as
their future gross margins and related operating expenses. In the event that our estimate of our
future cash flows from Biomere decreases from our estimate in prior periods, we could be
required to recognize an impairment loss in profit or loss for the relevant period in an amount
equal to our estimate of the reduction in value of the relevant group of assets. See “Financial
Information — Critical Accounting Policies and Estimates” for further details of our
accounting policies for goodwill and goodwill impairment, the estimations and assumptions
involved therein, and the components of our acquired goodwill during the Track Record Period.

We did not recognize impairment losses in respect of goodwill during the Track Record Period.

However, our estimates of the future cash flows from Biomere may be susceptible to
downward revision as result of factors adversely affecting the global pharmaceutical R&D
industry generally, including general decreases in growth rates and margins, as well as factors
specific to our business’ growth rates, margins and operating expenses. If we record an
impairment loss as a result of these or other factors, it could have an adverse effect on our
financial position for the relevant period and our business prospects.

If we determine our intangible assets (other than goodwill) or contract costs to be
impaired, our results of operations and financial condition may be adversely affected.

As of September 30, 2020, our other intangible assets amounted to RMB63.7 million, or
3.3% of our total assets, which was primarily related to our patents and trademarks, software,
and non-competition agreement and the customer relationship we acquired from Biomere. The
value of other intangible assets is based on a number of assumptions made by our management.
If any of these assumptions does not materialize, or if the performance of our business is not
consistent with such assumptions, we may have to write off a significant portion of our other
intangible assets and record an impairment loss. In addition, our determination on whether
intangible assets are impaired requires an estimation of the carrying amount and recoverable
amount of an intangible asset. If the carrying amount exceeds its recoverable amount, our other
intangible assets may be impaired. During the Track Record Period, we did not recognize
impairment losses in respect of our other intangible assets. However, we cannot guarantee you
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that in the future we will not record any impairment loss on our other intangible assets.
Moreover, during the Track Record Period, we recorded write-down of contract costs of nil, nil
and RMB3.9 million as of December 31, 2017, 2018 and 2019, respectively, and RMB5.6
million as of September 30, 2020. Our contract costs primarily relate to our costs to fulfill
service contracts with our customers which are not capitalized as inventory. We record
impairment of contract costs when the the carrying amount of the contract costs exceeds the
net of (i) remaining amount of considerations that we expect to receive in exchange for the
services to which the contract costs relate, less (ii) costs that relate directly to providing those
services that have not yet been recognized as expenses. There is no guarantee that in the future
we will not determine that our contract costs are impaired in which case we may write down
some of our contract assets. The impairment of our other intangible assets or contract costs
could have an adverse effect on our business, financial condition and results of operations. For
further details of our accounting policies with respect to other intangible assets and contract
costs, see “Financial Information — Critical Accounting Policies and Estimates.”

The discontinuation of any of the government grants or preferential tax treatment
currently available to us could adversely affect our financial condition, results of
operations and prospects.

For the years ended December 31, 2017, 2018 and 2019 and the nine months ended
September 30, 2019 and 2020, we recorded RMB9.2 million, RMB10.6 million, RMB17.6
million, RMB6.8 million and RMB19.7 million, respectively, of government grants in other
gain and losses, net. For more details on government grants recognized in our profit or loss,
please see Note 5 to the Accountants’ Report in Appendix I to this Prospectus. We also received
preferential tax treatment during the Track Record Period. For the years ended December 31,
2017, 2018 and 2019 and the nine months ended September 30, 2019 and 2020, we recorded
a tax concession of RMB9.9 million, RMB12.2 million, RMB23.4 million, RMBS&.2 million
and RMB16.8 million, respectively. Our eligibility to receive these government grants requires
that we continue to qualify for them. The incentives are provided to us at the discretion of the
central government or relevant local government authorities, which could determine at any
time to eliminate or reduce these incentives, generally with prospective effect. Since our
receipt of the government grants is subject to periodic time lags and inconsistent government
practice, as long as we continue to receive these financial incentives, our net income in a
particular period may be higher or lower relative to other periods depending on the potential
changes in these financial incentives in addition to any business or operational factors that we
may otherwise experience. The discontinuation of government grants currently available to us
could have a material adverse effect on our financial condition, results of operations, cash
flows and prospects.

Our revenue recognition is subject to seasonal fluctuations.

Although the customer demand for services generally is not subject to any seasonality, we
have experienced, and expect to continue to experience, seasonal fluctuations in our results of
operations primarily due to customary practice of managing projects and our policy for revenue
recognition. Historically, more revenue was recognized based on the mix of project schedules
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in the fourth quarter as compared to the first three quarters in a given year, primarily because,
consistent with the industry norm, more projects were completed toward the end of the year and
revenue is recognized upon the completion of such projects. As a result of these seasonal
fluctuations, comparisons of revenue and our results of operations between different periods
within a single financial year are not necessarily meaningful, nor can these comparisons be
relied upon as indicators of our future performance. Should there be a significant reduction in
demand for our services in any particular period of any year, our business, financial condition
and results of operations may be adversely affected.

We may undertake acquisitions or joint ventures or make equity investments that may not
be successful and we may fail to successfully integrate our acquisitions or investments
with our business.

Historically, we have grown our business in part through acquisitions to expand our
service offerings and geographic presence and we may continue to grow through such
acquisitions. As of the Latest Practicable Date, we had not identified any specific acquisition
target, or entered into any agreements, commitments or understandings with respect to any
such transaction. The success of our acquisition strategy is uncertain and depends upon, among
other things, our ability to identify suitable targets, to assess the value, strengths, weaknesses,
liabilities and potential profitability of such targets, the availability of sufficient financial or
operational resources to fund such acquisitions and to negotiate acceptable purchase terms.

In 2019, we acquired Biomere, a discovery-based, specialty CRO located in Worcester,
Massachusetts. Combined with the facilities in northern California that we plan to lease and
upgrade in the near term, we aim to expand our presence in the United States to strategically
established a bi-coastal presence. For the nine months ended September 30, 2020, Biomere
generated RMB157.8 million in revenue, accounting for 25.0% of our total revenue and
substantially all of our overseas revenue during the same period.

We have devoted significant resources to the integration of our operations at Biomere
with our operations in China in order to achieve the anticipated synergies and benefits of the
acquisition. Such integration of Biomere and our future acquired businesses may expose us to
certain risks, such as the anticipated and unforeseen costs, expenses and liabilities (including
latent or potential liabilities that relate to the time prior to our acquisition), difficulties in
business integration in a timely and cost-effective manner or maintaining standard control
policies and procedures across our businesses, difficulties in establishing effective
management information and financial control systems, and unforeseen legal, regulatory,

contractual or other issues.

We may not successfully integrate Biomere and future international acquisitions because
we may not be able to overcome differences in international regulations, business practices,
language or customs. If we fail to successfully integrate Biomere and other future acquisitions,
there may be an adverse effect on our business, financial condition and results of operations.
Furthermore, we may fail to realize anticipated returns from our Biomere or future
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acquisitions, business restructurings and integrations and may incur significant acquisition-
related charges to earnings and dilution to our shareholders and may adversely affect our

financial performance and prospect.

Our potential future international investments may be adversely affected by regulatory or
governmental scrutiny in the relevant countries such as the United States.

We may invest in pharmaceutical industry companies worldwide. Such investments may
be subject to stringent regulatory or governmental scrutiny imposed by relevant authorities. For
example, the U.S. Congress has passed legislation that will expand the jurisdiction and powers
of the Committee on Foreign Investment in the U.S. (the “CFIUS”), the U.S. interagency
committee that conducts national security reviews of foreign investment. President Trump
signed the Foreign Investment Risk Review Modernization Act (“FIRRMA”) in August 2018.
Pursuant to the FIRRMA, investments in companies that deal in “critical technology” are
subject to filing requirements and, in some instances, review and approval by the CFIUS. The
term “critical technology” includes, among others, technology subject to U.S. export controls
and certain “emerging and foundational technology,” a term that is still being defined but that
is expected to include a range of U.S. biotechnology. If an investment by a foreign entity in
a U.S. business dealing in “critical technology” meets certain thresholds, a filing with the
CFIUS is mandatory. While the FIRRMA currently grants CFIUS jurisdiction on only
controlling and certain non-controlling investments made by foreign persons in U.S. businesses
in research and development in biotechnology, the CFIUS’s jurisdiction may be further
expanded in the future, which may increase the uncertainty and transaction costs of our future
investments in and acquisitions of U.S. biotechnology businesses and therefore adversely
affect the implementation of our future merger and acquisition activities and investment
strategies in respect of U.S. biotechnology assets and businesses.

We have limited insurance coverage, and any claims beyond our insurance coverage may
result in us incurring substantial costs.

We maintain certain insurance policies to cover potential property loss, physical injuries
or medical expenses involving third parties that occur on our premises. We consider our
insurance coverage to be in line with what we believe to be customary in our industry. For more
details, see “Business — Insurance.” However, we cannot assure you that our insurance
coverage in terms of amount, scope and benefit is sufficient. In addition, as the insurance
industry in China is still at an early stage of development, insurance companies in China
generally offer limited business-related insurance products and such products typically
command a high premium that may not be justifiable from a cost benefit perspective.
Consistent with industry norm, we do not have any business disruption insurance, product
liability insurance or key-man life insurance. Therefore, we are exposed to various risks
associated with our business and operations. Such risks include, among others, loss of key
management and personnel, business interruption, litigation or legal proceedings, natural
disasters such as epidemics, pandemics or earthquakes, terrorist attacks and social instability
or any other events beyond our control. Our business, financial condition and results of
operations may be materially and adversely affected as a result.
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Any litigations, legal disputes, claims or administrative proceedings against us could be
costly and time-consuming to defend or settle.

We may from time to time be involved in contractual disputes, legal and administrative
proceedings, and claims arising out of the ordinary course of business or pursuant to
governmental or regulatory enforcement activity. Any future legal proceeding might result in
us incurring substantial costs and divert our management’s attention and resources.
Furthermore, any litigation, legal disputes, claims or administrative proceedings that are
initially not material may escalate and become material to us due to a variety of factors, such
as changes in the facts and circumstances of the cases, the likelihood of loss, the monetary
amount at stake and the parties involved. Laws, regulations and legal actions could also have
significant regulatory consequences and result in regulatory enforcement actions.

Our insurance might not cover claims brought against us, might not provide sufficient
payments to cover all of the costs to resolve one or more such claims and might not continue
to be available on terms acceptable to us. In particular, any claim could result in unanticipated
liability to us if such claim is outside the scope of the indemnification arrangement we have
with our customers, that our customers do not abide by the indemnification arrangement as
required or that the liability exceeds the amount of any applicable indemnification limits or
available insurance coverage. Any of such scenarios could have a material adverse effect on our
business, financial condition and results of operations.

We are subject to environmental protection and health and safety laws and regulations
and may be exposed to potential costs for compliance and liabilities, including but not
limited to consequences of accidental contamination, biological or chemical hazards or
personal injury.

Our past and present business operations are subject to national and local laws in the
jurisdictions in which we operate, including but not limited to the laws on the treatment and
discharge of pollutants into the environment and on the use of highly toxic and hazardous
chemicals used in our projects. Because the requirements imposed by such laws and regulations
may change and more stringent laws or regulations may be adopted, we may be unable to
comply with, or to accurately predict the potentially substantial cost of complying with, these
laws and regulations. If we fail to comply with environmental protection and health and safety
laws and regulations, we may be subject to various consequences, including substantial fines,
potentially significant monetary damages or suspensions of our business operations. As a
result, any failure by us to control the use or discharge of hazardous substances could have a
material and adverse impact on our business, financial condition and results of operations.

In addition, we cannot fully eliminate the risk of accidental contamination, biological
hazards or personal injury at our facilities during our service processes. In the event of any
accident, we could be held liable for damages and clean-up costs that, to the extent not covered
by existing insurance or indemnification, could be burdensome to our business. Other adverse
effects could result from such liability, including reputational damage resulting in the loss of
business from customers. We may also be forced to close or suspend operations at certain of
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our affected facilities temporarily or permanently. As a result, any accidental contamination or
personal injury could have a material and adverse impact on our reputation, business, financial
condition and results of operations.

Incidents, accidents or injuries at our facilities or in connection with our services may
subject us to liability could negatively impact our reputation, business, financial condition
and results of operations.

Incidents, accidents or injuries at our facilities or in connection with our services may
subject us to damages, delays or liabilities, and incidents, accidents or injuries could negatively
impact our reputation, which could harm our business, financial condition and results of
operations. There are inherent risks of incidents, accidents or injuries at our facilities or in
connection with our services. If incidents, accidents or injuries occur at any of our facilities,
we may face damages or delays that could impact the delivery of our services to our clients and
we could be held liable for costs related to such incidents.

Our facilities are vulnerable to natural disasters or other unforeseen catastrophic events.

As of the Latest Practicable Date, we conduct our activities in our facilities in China and
the United States. We depend on these facilities for continued business operations. Natural
disasters or other unanticipated catastrophic events that affect any of our facilities, including
power interruptions, water shortages, storms, tornadoes, fires, earthquakes, terrorist attacks or
wars, could significantly impair our ability to operate our business. Our facilities and certain
equipment located in these facilities would be difficult to be immediately substituted in any
such event and could require substantial replacement lead time and cost. The occurrence of any
such event could materially and adversely affect our business, financial condition and results
of operations.

If we fail to comply with anti-bribery or anti-money laundering laws, our reputation may
be harmed, and we could be subject to significant penalties and expenses that could have
a material adverse effect on our business, financial condition and results of operations.

We are subject to the anti-bribery and anti-money laundering laws of the jurisdictions in
which we operate, particularly the U.S. and China. In the U.S., the Foreign Corrupt Practices
Act of 1977 generally prohibits a company from making improper payments, directly or
indirectly, to foreign officials for the purpose of obtaining or retaining business. Further, in the
U.S., the Bank Secrecy Act, as amended by Title IIIT of the Uniting and Strengthening America
by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001
(USA Patriot Act), prohibits money laundering and any activities that could facilitate money
laundering. In China, the Anti-Unfair Competition Law ( % A RILANE KA IE & 355
%) ), and provisions of the Criminal Code of the PRC ( {H#E A\ RILAEJAi%) ), prohibit
giving and receiving money or property (which includes cash, proprietary interests and items
of value) to obtain an undue benefit. Further, in China, Anti-Money Laundering Law of the
PRC ( (¥ N RILFIE L ¥E8&1%) ), promulgated by the Standing Committee of the NPC on

October 31, 2006 and became effective on January 1, 2007, prohibits money laundering. In
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addition, many of our customers require us to follow strict anti-bribery and anti-money
laundering policies as part of doing business with us. Our procedures and controls to monitor
anti-bribery and anti-money laundering compliance may fail to protect us from reckless or
criminal acts committed by our employees or agents. If we fail to comply with applicable
anti-bribery laws and anti-money laundering, our reputation could be harmed, customers could
cancel or not renew contracts for our services and we could incur criminal or civil penalties,
other sanctions and significant expenses, which could have a material adverse effect on our
business, financial condition and results of operations.

RISKS RELATING TO CONDUCTING BUSINESS IN CHINA

Changes in China’s economic, political and social conditions could adversely affect our
business, financial condition, results of operations, cash flows and prospects.

We are headquartered in Beijing, China and conduct our business operations primarily in
China. Accordingly, our business, financial condition and results of operations are affected to
a significant degree by the economic, political and social conditions in China. The Chinese
economy differs from the economies of most developed countries in many respects, including
the amount of government involvement, level of development, control of foreign exchange and
allocation of resources, among other factors. The PRC government has implemented various
measures to encourage, but also to control, economic growth and to guide the allocation of
resources. Some of these measures benefit the overall Chinese economy, but may also have a
negative effect on us. For example, our business, financial condition and results of operations
may be adversely affected by changes in pharmaceutical industry or tax regulations. These
measures may reduce pharmaceutical activities and, more generally, economic activities in
China, which in turn could adversely affect our business, financial condition, results of
operations.

Trade tension between the United States and China could place pressure on the economic
growth in China as well as the rest of the world. In recent years, there has been a deterioration
in the relationship between China and the United States which has resulted in intense conflicts
between the two countries in trade, technology, finance and other areas which has contributed
to a slowdown in the rate of economic and industrial output growth in China and led to greater
uncertainties in the geopolitical situations in other parts of the world affecting China and
Chinese companies. For additional information on how we may be affected by such tensions,
see “— Changes in international trade or investment policies and barriers to trade or
investment, in particular the ongoing conflicts between the U.S. and China, may have an
adverse effect on our business and expansion plans.”

The legal system of the PRC involves uncertainties that could limit the legal protections
available to investors and our Company.

The PRC legal system is based on written statutes. Prior court decisions may be adduced
for reference but have limited precedential value, which is different from common law system.
In late 1970s, the PRC government began to promulgate a comprehensive system of laws and
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regulations governing general economic matters. The overall effect of legislation over the past
four decades has significantly increased the protections afforded to various forms of foreign
investment in China. However, China has not developed a fully-integrated legal system, and
recently enacted laws and regulations may not sufficiently cover all aspects of economic
activities in China. Furthermore, as some of these laws and regulations are relatively new, and
because of the limited volume of published court decisions and their non-binding nature, the
interpretation and enforcement of these laws and regulations may involve uncertainties and
may not be as consistent or predictable as those in other jurisdictions.

Our business and operations are primarily conducted in China and are governed by PRC
laws, rules and regulations. Our Group is generally subject to laws, rules and regulations
applicable to foreign investments in China. These laws and regulations change frequently, and
their interpretation and enforcement involve uncertainties. In addition, some regulatory
requirements issued by certain PRC government authorities may not be consistently applied by
other government authorities, thus making strict compliance with all regulatory requirements
impractical or, in some circumstances, impossible. For example, we may have to resort to
administrative and court proceedings to enforce the legal protections that we benefit from
either by law or contract. However, 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 legal systems in more developed nations. Furthermore, the
Chinese legal system is based in part on government policies and administrative rules that may
have a retroactive effect. As a result, we may not be aware of our violations of these policies
and rules until sometime after the violation. These uncertainties may also impede our ability
to enforce the contracts we have entered into. These uncertainties, together with any
development or interpretation of the PRC law unfavorable to us, could materially and adversely
affect our business, financial condition, results of operations, cash flows and prospects.

The PRC government policy on foreign investment in the PRC may adversely affect our
business and results of operations.

The investment activities of foreign investors in the PRC are subject to certain regulations
regarding the industry participated and imposed of additional verification procedures by
certain authorities. The Special Management Measures (Negative List) for the Access of
Foreign Investment (2020) ( <HMR#CEHEA KRS S It (BT B)(20204FR)) ,  the
“Negative List”) issued by the NDRC and MOFCOM, which sets out in a unified manner the
restrictive measures for the access of foreign investments such as the requirements for equity
and senior management, and the industries that are prohibited for foreign investment. The
Negative List covers 12 industries, and any field not covered by the Negative List shall be
administered under the principle of equal treatment to domestic and foreign investment. As of
the Latest Practicable Date, our Group’s main business in China does not fall within the
Negative List. However, certain industries are specifically prohibited for foreign investment,
such as the development and application of technologies for diagnosis and treatment of human
stem cells and genes, which may restrict us from entering into these industries afterwards.
Also, as the Negative List could be updated in the future, there can be no assurance that the
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PRC government will not change its policies in a manner that would render part of our business
in China within the Negative List. If we cannot obtain approval from relevant approval
authorities to engage in a business in China which becomes prohibited or restricted for foreign
investors, we may be forced to sell or restructure our business which has become restricted or
prohibited for foreign investment. If we are forced to adjust our corporate structure or business
line as a result of changes in government policy on foreign investment, our business, financial

condition and results of operations may be adversely affected.

We face foreign exchange risk, and fluctuations in exchange rates could have a material
adverse effect on our financial condition and results of operations.

Changes in exchange rates have in the past, and could in the future continue to, materially
and adversely affect our financial condition and results of operations. We recorded a net
foreign exchange loss of RMBO0.8 million in 2017, a net foreign exchange gain of RMBI1.1
million, RMBO0.3 million and RMB0.9 million in 2018, 2019 and the nine months ended
September 30, 2019 respectively, and a net foreign exchange loss of RMB1.2 million for the
nine months ended September 30, 2020. Our foreign currency exposure is mainly with respect
to U.S. dollar. For the years ended December 31, 2017, 2018 and 2019 and nine months ended
September 30, 2020, 0.4%, 0.3%, 1.3% and 25.0% of our revenue was generated from our
operations in the United States. However, a significant portion of cost of services and operating
costs and expenses are denominated in Renminbi. As a result, our margins are pressured when
the Renminbi appreciates against the U.S. dollar, and we may not be able to price our service
contracts, in particular those with our U.S. customers, in currencies other than the U.S. dollar.
Fluctuations in exchange rates between the Renminbi and the U.S. dollar and other currencies
may be affected by, among other things, changes in China’s political and economic conditions,
as well as international economic and political developments. Due to international pressures on
the PRC to allow more flexible exchange rates for the Renminbi and the economic situation and
financial market developments in the PRC and abroad, the PRC government has decided to
proceed further with reform of the Renminbi exchange rate regime and to enhance the
Renminbi exchange rate flexibility.

Implementation of the labor laws and regulations in China may adversely affect our
business and results of operations. Failure to fully comply with PRC labor-related laws
may expose us to potential liabilities and penalties.

Pursuant to the PRC Labor Contract Law ( {3 A RILFIE 258 51775 ) ), or the Labor
Contract Law, that took effect in January 2008, with its amendment that took effect in July
2013, and its implementation rules that took effect in September 2008, employers are subject
to strict requirements in terms of signing labor contracts, minimum wages, paying
remuneration, determining the term of employees’ probation and unilaterally terminating labor
contracts. Due to lack of detailed interpretative rules and broad discretion of the local
competent authorities, it is uncertain as to how the Labor Contract Law and its implementation
rules will affect our current employment policies and practices. Our employment policies and
practices may violate the Labor Contract Law or its implementation rules, and we may thus be

subject to related penalties, fines or legal fees. Compliance with the Labor Contract Law and
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its implementation rules may increase our operating expenses, in particular our personnel
expenses. In the event that we decide to terminate some of our employees or otherwise change
our employment or labor practices, the PRC Labor Contract Law and its implementation rules
may also limit our ability to effect those changes in a desirable or cost-effective manner, which
could adversely affect our business and results of operations.

On October 28, 2010, the Standing Committee of the NPC promulgated the PRC Social
Insurance Law ( {F3E AN RILAIE AL & f2Fz7%) ), or the Social Insurance Law, which became
effective on July 1, 2011 and was amended on December 29, 2018 and took effect on the same
date. According to the Social Insurance Law, employers should make the social insurance
registration and employees must participate in pension insurance, work-related injury
insurance, medical insurance, unemployment insurance and maternity insurance and the
employers must, together with their employees or separately, pay the social insurance
premiums for such employees. Recently, the PRC government enhanced its measures relating

to social insurance collection, which may lead to stricter enforcement.

Pursuant to the Regulations on Management of Housing Provident Fund ( {f}5 A4
EHEG]) ) promulgated by the State Council on April 3,1999 and took effect on the same
date, which was amended, supplemented or otherwise modified from time to time and was
lately amended on March 24, 2019 to take effective on the same date, employers must open
housing provident fund account and pay housing provident fund for its employees. However,
our social insurance and/or housing provident fund policies and practices may in the future be
found to have violated the relevant laws regulations, and we may therefore be subject to related
administrative measures, penalties, fines or legal fees. Compliance with the relevant laws and
regulations may increase our operating expenses, in particular our personnel expenses.

As the interpretation and implementation of labor laws and regulations are still evolving,
we cannot assure you that our employment practice policy and will at all times be deemed to
be in full compliance with labor-related laws and regulations in China, which may subject us
to labor disputes or government investigations. If we are deemed to have violated relevant
labor laws and regulations, we could be required to provide additional compensation to our
employees and our business, financial condition and results of operations could be materially
and adversely affected.

We may face penalties for the non-registration of our lease agreements in China, and
challenges from third parties or government authorities relating to title defects of our
certain leased properties in China may force us to relocate and thus incur additional cost.

As of the Latest Practicable Date, the lease agreements with respect to 21 properties we
lease in the PRC had not been registered and filed with the relevant PRC government
authorities. As advised by our PRC Legal Advisor, failure to register such lease agreements
with the relevant PRC government authorities does not affect the validity and enforceability of
the relevant lease agreements but the relevant PRC government authorities may order us or the
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lessors to, within a prescribed time limit, register the lease agreements. Failure to do so with
the time limit may subject us to a fine ranging from RMB1,000 to RMB10,000 for each
non-registered lease. For details, see “Business — Our Properties — Leased Properties.”

As of the Latest Practicable Date, a few of our leased properties had title defects. See
“Business — Our Properties — Leased Properties.” We cannot assure you that the landlords of
these properties have the right to lease the relevant property to us. As advised by our PRC
Legal Advisor, we may not be able to continue to use such property if the ownership of the
property we have leased and/or the validity of such lease is challenged by third parties or
government authorities. In such a scenario we will have to relocate to other premises, which
could result in additional costs. Should disputes arise due to our use of or title encumbrances
to such properties or government action, we may encounter difficulties in continuing to lease
such properties and may be required to relocate in the future. As of the Latest Practicable Date,
we were not aware of any challenge made by any third party or government authority on the
titles of any of these leased properties that might affect our current occupation. We cannot
assure you that in the future, we may not encounter such challenges. In addition, in the event
of relocation, we may incur additional costs, which could adversely affect our daily operation
and cause an impact on our financial condition.

Our operations are subject to and may be affected by changes in PRC tax laws and
regulations.

We are subject to periodic examinations on fulfillment of our tax obligation under the
PRC tax laws and regulations by PRC tax authorities. Although we believe that in the past, we
have acted in compliance with the requirements under the relevant PRC tax laws and
regulations in all material aspects and established effective internal control measures in
relation to accounting regularities, we cannot assure you that future examinations by PRC tax
authorities would not result in fines, other penalties or action that could adversely affect our
business, financial condition and results of operations, as well as our reputation. Furthermore,
the PRC government from time to time adjusts or changes its tax laws and regulations. For
example, under the Individual Income Tax Law of the PRC (the “IIT Law”) ( {# % A RILH0
B A\ BT 1832 ) ), which was amended on June 30, 2011 and came into effect on September
I, 2011, foreign nationals who have domiciles in the PRC, or have no domicile in China but
have resided in the PRC for one year or more, would be subject to PRC individual income tax
on their income gained within or outside the PRC. On August 31, 2018, the Standing
Committee of NPC have approved the amendment of the IIT Law, which became effective on
January 1, 2019. Under the amended IIT law, foreign nationals who have no domicile in China
but have resided in the PRC for a total of 183 days or more in a tax year, would be subject to
PRC individual income tax on their income gained within or outside the PRC. Should such rule
be strictly enforced, our ability to attract and retain highly skilled foreign scientists and
research technicians to work in China may be materially affected, which may in turn have a
material adverse effect on our business, financial condition, results of operations, cash flows
and prospects. Further adjustments or changes to PRC tax laws and regulations, together with
any uncertainty resulting therefrom, could also have an adverse effect on our business,
financial condition and results of operations.
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We may be restricted from transferring our scientific data abroad.

On March 17, 2018, the General Office of the State Council promulgated the Measures
for the Management of Scientific Data ( (BHEEBPEE L) ), or the Scientific Data
Measures, which provides a broad definition of scientific data and relevant rules for the
management of scientific data. According to the Scientific Data Measures, enterprises in China
must seek governmental approval before any scientific data involving a state secret may be
transferred abroad or to foreign parties. Further, any researcher conducting research funded at
least in part by the Chinese government is required to submit relevant scientific data for
management by the entity to which such researcher is affiliated before such data may be
published in any foreign academic journal. Given the term state secret is not clearly defined,
if and to the extent any data collected or generated in connection with our services will be
subject to the Scientific Data Measures and any subsequent laws as required by the relevant
government authorities, we cannot assure you that we can always obtain relevant approvals for
sending scientific data (such as the results of our non-clinical studies or clinical trials
conducted within China) abroad or to our foreign partners in China. If we are unable to obtain
necessary approvals in a timely manner, or at all, our business, results of operations, financial
conditions and prospects may be materially and adversely affected. If the relevant government
authorities consider the transmission of our scientific data to be in violation of the
requirements under the Scientific Data Measures, we may be subject to fines and other
administrative penalties imposed by those government authorities.

You may experience difficulties in effecting service of legal process, enforcing foreign
judgments or bringing original actions in China against us and our Directors, Supervisors
and management.

We are a company incorporated under the laws of the PRC and a majority of our assets
and subsidiaries are located in the PRC. The majority of our Directors, Supervisors and senior
management reside within the PRC. The assets of these Directors, Supervisors and senior
management also may be located within the PRC. As a result, it may not be possible to effect
service of process upon most of our Directors, Supervisors and senior management outside the
PRC. Moreover, the PRC does not have treaties providing for reciprocal recognition and
enforcement of court judgments in the U.S. or most other countries. In addition, Hong Kong
has no arrangement for the reciprocal enforcement of judgments with the U.S. As a result, in
the PRC or Hong Kong, recognition and enforcement of court judgments from other
jurisdictions may be difficult or impossible.

On July 14, 2006, the Supreme People’s Court of the PRC and the Government of the
Hong Kong Special Administrative Region signed an Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters ( <[ A i B2
AU AT R I e AR BR8P AIA T 2 A o el A 1) R S R A FI R 2 HE) ) (the <2006
Arrangement”). Under the 2006 arrangement, where any designated People’s Court of the
PRC or Hong Kong court has made an enforceable final judgment requiring payment of money
in a civil and commercial case pursuant to a choice of court agreement, any party concerned
may apply to the relevant People’s Court of PRC or Hong Kong court for recognition and
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enforcement of the judgment. Therefore, it is not possible to enforce a judgment rendered by
a Hong Kong court in the PRC if the parties in dispute have not agreed to enter into such a
choice of court agreement in writing. Although this arrangement became effective on August
1, 2008, the outcome and effectiveness of any action brought under the arrangement remain
uncertain.

On January 18, 2019, the Supreme People’s Court of the PRC and the government of the
Hong Kong Special Administrative Region signed an Arrangement on Reciprocal Recognition
and Enforcement of Judgements in Civil and Commercial Matters by the Courts of the
Mainland and of the Hong Kong Special Administrative Region ( <P Py th B s 425 Fll 47 18
[ 7 B AH B RR A A T R P SE R AP ZPE) ) (the “2019 Arrangement”). Although the
2019 Arrangement has been signed, it remains unclear when it will come into effect. When the
2019 Arrangement becomes effective, it will supersede the 2006 Arrangement and any party
concerned may apply to the relevant PRC court or Hong Kong High Court for recognition and
enforcement of the effective judgements in civil and commercial cases under the 2019
Arrangement but will be subject to the conditions set forth in the 2006 Arrangement. Therefore,
the outcome and effectiveness of any action brought under the 2019 Arrangement is still
uncertain. We cannot assure you that an effective judgement that complies with the 2019

Arrangement can be recognized and enforced in a PRC court.

Although we will be subject to the Listing Rules and the Codes on Takeovers and Mergers
and Share Repurchases of Hong Kong upon the listing of our H Shares on the Stock Exchange,
the holders of H Shares will not be able to bring actions on the basis of violations of the Listing
Rules and must rely on the Stock Exchange to enforce its rules. The Listing Rules and the
Codes on Takeovers and Mergers and Share Repurchases of Hong Kong do not have the force
of law in Hong Kong.

Governmental control of currency conversion, and restrictions on the remittance of RMB
into and out of the PRC, may limit our ability to pay dividends and other obligations, and
adversely affect the value of your investment.

The PRC government imposes control on the convertibility of RMB into foreign
currencies. We receive the vast majority of our revenue in RMB. We may convert a portion of
our revenue into other currencies to meet our foreign currency obligations, such as payments
to certain suppliers, if any. Shortages in the availability of foreign currency may restrict our
ability to remit sufficient foreign currency, or otherwise satisfy our foreign currency

denominated obligations.

Under the existing PRC foreign exchange regulations, payments of current account items,
including profit distributions, interest payments and trade and service-related foreign exchange
transactions, can be made in foreign currencies without prior SAFE approval by complying
with certain procedural requirements. However, approval from or registration with competent
government authorities is required where RMB is to be converted into foreign currency and
remitted out of China to pay capital expenses such as the repayment of loans denominated in
foreign currencies. The PRC government may at its discretion restrict access to foreign
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currencies for current account transactions in the future. If the foreign exchange control system
prevents us from obtaining sufficient foreign currencies to satisfy our foreign currency
demands, we may not be able to pay dividends in foreign currencies to our Shareholders.
Further, we cannot assure you that new regulations will not be promulgated in the future that
would have the effect of further restricting the remittance of RMB into or out of China.

We are a PRC enterprise and we are subject to PRC tax on our global income and any
gains on the sales of H Shares and dividends on the H Shares may be subject to PRC
income taxes. Under the EIT Law of the PRC, our offshore subsidiaries may be subject
to PRC income tax on their worldwide taxable income.

Under the Current PRC tax laws and regulations, as a PRC-incorporated company, under
applicable PRC tax laws, we are subject to a tax of 25% on our global income. Non-PRC
resident individuals and non-PRC resident enterprises are subject to different tax obligations
with respect to the dividends paid to them by us and the gains realized upon the sale or other
disposition of H Shares.

Non-PRC resident individuals are required to pay PRC individual income tax at a 20%
rate for the income derived in China under the ITT Law and its implementation guidelines.
Accordingly, we are required to withhold such tax from dividend payments, unless applicable
tax treaties between China and the jurisdiction in which the non-PRC resident individual
resides reduce or provide an exemption for the relevant tax obligations. However, pursuant to
the Circular on Certain Policy Questions Concerning Individual Income Tax ( (BAELHS ~ BIZ
Fod 765 485 BRI (N T A9 B T BOR B R%E HN) ) (Cai Shui [1994] No. 20) issued by the MOF
and SAT on May 13, 1994, the income gained by foreign individuals from dividends and
bonuses of foreign-invested enterprise are exempted from individual income tax for the time
being. On February 3, 2013, the State Council approved and promulgated the Notice of
Suggestions to Deepen the Reform of System of Income Distribution ( € [E7%5 B it 5% J vl 4
Ze AR M B S R AL WA 23 B il B e 3 A% A1) ). On February 8, 2013, the General
Office of the State Council promulgated the Circular Concerning Allocation of Key Works to
Deepen the Reform of System of Income Distribution (€ [B75 B /A & B i R AL WA 43 B il
O B T AR TRV %N) ). According to these two documents, the PRC government is
planning to cease foreign individuals’ tax exemption for dividends obtained from foreign-
invested enterprises, and the MOF and the SAT should be responsible for making and
implementing details of such plan. However, relevant implementation rules or regulations have
not been promulgated by the MOF and the SAT. Considering these uncertainties, non-resident
individual holders of our H Shares should be aware that they may be obligated to pay PRC
income tax on the dividends and bonus realized from the H Shares.

Pursuant to Circular of Declaring that Individual Income Tax Continues to be Exempted
over Income of Individuals from the Transfer of Shares ( BB A58 % 22 Fir 1548 248 27 S i
WCARI A T A3 B A9 HEN) ) (Cai Shui [1998] No. 61) issued by the MOF and the SAT on March
30, 1998, from January 1, 1997, gains realized by individuals from transfer of the shares of
listed enterprises continues to be exempted from individual income tax. As of the Latest
Practicable Date, no aforesaid provisions have expressly provided that whether individual
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income tax shall be levied from non-PRC resident individual holders on the transfer of shares
in PRC resident enterprises listed on overseas stock exchanges, and to our knowledge, no such
individual income tax was levied by PRC tax authorities in practice. However, there is no
assurance that the PRC tax authorities will not change these practices which could result in
levying income tax on non-PRC resident individual holders on gains from the sale of H shares.

For non-PRC resident enterprises that do not have establishments or premises in China,
and for those have establishments or premises in China but whose income is not related to such
establishments or premises, under the EIT Law and its implementation regulations, dividends
paid by us (including payments via CCASS) and gains realized by such foreign enterprises
upon the sale or other disposition of H Shares are subject to PRC enterprise income tax at a
10% rate unless otherwise reduced or exempted by relevant tax treaties or similar arrangement.
In accordance with the Circular on Issues Relating to Withholding of Enterprise Income Tax
by PRC Resident Enterprises on Dividends Paid to Overseas Non-PRC Resident Enterprise
Shareholders of H Shares ( <[B7AH B J& AN ZE w55 ANH A IF i R A ZE AL AR 38 A B AR Fn AR 4%
WEFTFELA B RE R ) (Guo Shui [2008] No. 897) issued by SAT on November 6,
2008, the withholding tax rate for dividends of the year of 2008 and onwards payable to
non-PRC resident enterprise holders of H Shares will be 10%. Non-PRC resident enterprises
that are entitled to be taxed at a reduced rate under an applicable income tax treaty or
arrangement will be required to apply to the PRC tax authorities for a refund of any amount
withheld in excess of the applicable treaty rate, and payment of such refund will be subject to
the PRC tax authorities” approval.

Despite the arrangements mentioned above, there remain significant uncertainties as to
the interpretation and application of applicable PRC tax laws and regulations by the competent
tax authorities and the PRC tax laws and regulations may also change, which may adversely
affect the value of your investment in our H Shares.

Under the EIT Law, an enterprise established outside the PRC with “de facto management

bl

bodies” within China is considered a “resident enterprise,” meaning that it is treated in a
manner similar to a Chinese enterprise for PRC EIT purposes. The implementing rules of the
EIT Law define “de facto management bodies” as “management bodies that exercise
substantial and overall management and control over the production and operations, personnel,
accounting, and properties” of the enterprise. In addition, the Notice Regarding the
Determination of Chinese-Controlled Offshore Incorporated Enterprises as PRC Tax Resident
Enterprises on the Basis of De Facto Management Bodies ( BH A5 40 M b & 452 i A 34K BE
B AR A E R B R A ZEA B E B SN) ), or Circular 82, specifies that certain
Chinese-controlled offshore incorporated enterprises, defined as enterprises incorporated under
the laws of foreign countries or territories and that have PRC enterprises or enterprise groups
as their primary controlling shareholders, will be classified as resident enterprises if all of the
following are located or resident in China: (i) senior management personnel and departments
that are responsible for daily production, operation and management; (ii) financial and
personnel decision-making bodies; (iii) key properties, accounting books, company seal, and
minutes of board meetings and shareholders’ meetings; and (iv) half or more of senior

management or directors having voting rights. SAT has subsequently provided further guidance
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on the implementation of Circular 82. As substantially all of the operational management of our
Company is currently based in the PRC, our offshore subsidiaries may be deemed to be “PRC
resident enterprises” for the purpose of the EIT Law. If our offshore subsidiaries are deemed
PRC resident enterprises, they could be subject to the EIT at 25% on our global income, except
that the dividends we receive from our PRC subsidiaries may be exempt from the EIT to the
extent such dividend income constitutes “dividends received by a PRC resident enterprise from
its directly invested entity that is also a PRC resident enterprise.” It is, however, unclear what
type of enterprise would be deemed a “PRC resident enterprise” for such purposes. The EIT on
our offshore subsidiaries’ global income could significantly increase our tax burden and
adversely affect our cash flows and profitability.

RISKS RELATING TO THE GLOBAL OFFERING

Characteristics of the A share and H share markets may differ.

Our A Shares are currently listed and traded on the Shanghai Stock Exchange. Following
the Global Offering, our A Shares will continue to be traded on the Shanghai Stock Exchange
and our H Shares will be traded on the Hong Kong Stock Exchange. Without regulatory
approval, our A Shares and H Shares are neither convertible into nor fungible with each other.
The A share and H share markets have different characteristics, including different trading
volumes and liquidity and different investor bases. As a result of these differences, the trading
price of our A Shares and H Shares may not be the same. Fluctuations in the price of our A
Shares may adversely affect the price of our H Shares, and vice versa. Due to the different
characteristics of the A share and the H share markets, the historical prices of our A shares may
not be indicative of the performance of our H Shares. You should not rely on the prior trading

history of our A Shares when evaluating an investment in our H Shares.

There has been no prior public market for our H Shares, and an active trading market for
our H Shares may not develop or be sustained.

Prior to the Global Offering, there was no public market for our H Shares. We cannot
assure you that a public market for our H Shares with adequate liquidity will develop and be
sustained following the completion of Global Offering. The initial Offer Price for our H Shares
to the public will be the result of negotiations between us and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters), and the Offer Price may differ significantly
from the market price of the H Shares following the Global Offering.

We have applied to the Hong Kong Stock Exchange for the listing of, and permission to
deal in, the H Shares (including any H Shares which may be issued pursuant to the exercise of
the Over-allotment Option). A listing on the Hong Kong Stock Exchange, however, does not
guarantee that an active and liquid trading market for the H Shares will develop, or if it does
develop, that it will be sustained following the Global Offering, or that the market price of the
H Shares will not decline following the Global Offering. If an active public market for our H
Shares does not develop following the completion of the Global Offering, the market price and
liquidity of our H Shares could be materially and adversely affected.
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The price and trading volume of our H Shares may be volatile, which could lead to
substantial losses to investors.

The price and trading volume of our H Shares may be subject to significant volatility in
response to various factors beyond our control, including the political uncertainties in Hong
Kong and the general market conditions of the securities in Hong Kong and elsewhere in the
world. In particular, the business and performance and the market price of the shares of other
companies engaging in similar business may affect the price and trading volume of our H
Shares. In addition to market and industry factors, the price and trading volume of our H Shares
may be highly volatile for specific business reasons, such as fluctuations in our revenue,
earnings, cash flows, investments, expenditures, regulatory developments, relationships with
our suppliers, movements or activities of key personnel, or actions taken by competitors.
Moreover, shares of other companies listed on the Hong Kong Stock Exchange with significant
operations and assets in China have experienced price volatility in the past, and it is possible
that our H Shares may be subject to changes in price not directly related to our performance
but related to the overall political and economic conditions in Hong Kong, the PRC or
elsewhere in the world.

You will incur immediate and significant dilution and may experience further dilution if
we issue additional Shares in the future.

The Offer Price of the Offer Shares is higher than the net tangible asset value per Share
immediately prior to the Global Offering. Therefore, purchasers of the Offer Shares in the
Global Offering will experience an immediate dilution in pro forma consolidated net tangible
asset value. There can be no assurance that if we were to immediately liquidate after the Global
Offering, any assets will be distributed to Shareholders after the creditors’ claims. To expand
our business, we may consider offering and issuing additional Shares in the future. Purchasers
of the Offer Shares may experience dilution in the net tangible asset value per Share of their
Shares if we issue additional Shares in the future at a price which is lower than the net tangible

asset value per Share at that time.

Future sales or perceived sales of substantial amounts of our H Shares in the public
market could have a material adverse effect on the price of our H Shares and our ability
to raise additional capital in the future.

The market price of our H Shares could decline as a result of future sales of a substantial
number of our H Shares or other securities relating to our H Shares in the public market, or the
issuance of new shares or other securities, or the perception that such sales or issuances may
occur. Future sales, or anticipated sales, of substantial amounts of our securities, including any
future offerings, could also materially and adversely affect our ability to raise capital at a
specific time and on terms favorable to us. In addition, our Shareholders may experience
dilution in their holdings if we issue more securities in the future. New shares or shares-linked
securities issued by us may also confer rights and privileges that take priority over those
conferred by the H Shares.
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In addition, while investors subscribing shares in the Global Offering are not subject to
any restrictions on the disposal of the H Shares they subscribed (except as disclosed in the
section headed “Cornerstone Investors”), they may have existing arrangements or agreement to
dispose part or all of the H Shares they hold immediately or within certain period upon
completion of the Global Offering for legal and regulatory, business and market, or other
reasons. Such disposal may occur within a short period or any time or period after the Listing
Date.

Any sale of the H Shares subscribed by such investors pursuant to such arrangement or
agreement could adversely affect the market price of our H Shares and any sizeable sale could
have a material and adverse effect on the market price of our H Shares and could cause
substantial volatility in the trading volume of our H Shares.

Ms. Feng has significant influence over us and their interests may not be aligned with the
interest of our other Shareholders.

Immediately upon the completion of the Global Offering, without taking into account any
H Shares which may be issued pursuant to the exercise of the Over-allotment Option, Ms. Feng
and Mr. Zhou, the spouse of Ms. Feng, will collectively control approximately 36.43% of the
voting power at our general meetings. Ms. Feng, through her own voting power and the voting
power possessed by Mr. Zhou, at the Shareholders’ meetings and their delegates on the Board,
will have significant influence over our business and affairs, including decisions in respect of
mergers or other business combinations, acquisition or disposition of assets, issuance of
additional Shares or other equity securities, timing and amount of dividend payments, and our
management. Ms. Feng may not act in the best interests of our minority Shareholders. In
addition, without the approval of Ms. Feng, we could be prevented from entering into
transactions that could be beneficial to us. This concentration of ownership may also
discourage, delay or prevent a change in control of our Company, which could deprive our
Shareholders of an opportunity to receive a premium for the Shares as part of a sale of our
Company and may significantly reduce the price of our H Shares. For details of our
relationship with our Controlling Shareholders, see ‘“Relationship with our Controlling
Shareholders”.

There will be a gap of several days between pricing and trading of our H Shares, and the
price of our H Shares when trading begins could be lower than the Offer Price.

The initial price to the public of our H Shares sold in the Global Offering is expected to
be determined on the Price Determination Date. However, the Shares will not commence
trading on the Stock Exchange until they are delivered, which is expected to be five business
days after the Price Determination Date. As a result, investors may not be able to sell or
otherwise deal in the Offer Shares during that period. Accordingly, holders of our H Shares are
subject to the risk that the price of the Shares when trading begins could be lower than the
Offer Price as a result of adverse market conditions or other adverse developments that may
occur between the time of sale and the time trading begins.

—92 _



RISK FACTORS

Our historical dividends may not be indicative of our future dividend policy, and there
can be no assurance that we will declare and distribute any amount of dividends in the
future.

Under PRC law and the constitutional documents of our Company and our PRC operating
subsidiaries, dividends may be paid only out of distributable profits, which refer to after-tax
profits as determined under PRC GAAP less any recovery of accumulated losses and required
allocations to statutory capital reserve funds. Any distributable profits that are not distributed
in a given year are retained and become available for distribution in subsequent years. The
calculation of our distributable profits under PRC GAAP differs in many aspects from the
calculation under IFRS. In addition, as stipulated by our Articles, distributable profits are
recognized as our net profit determined under PRC GAAP or IFRS, whichever is lower, less
any recovery of accumulated losses and appropriations to statutory and other reserves that we
are required to make. As a result, our Company and our PRC operating subsidiaries may not
be able to pay a dividend in a given year if our Company or our PRC operating subsidiaries
do not have distributable profits as determined under PRC GAAP even if they have profits as
determined under IFRS. During the Track Record Period, no dividend has been paid or declared

by us. See “Financial Information — Dividends” for further details of our dividend policy.

There can be no assurance that future dividends will be declared or paid. The declaration,
payment and amount of any future dividends are subject to the discretion of our Directors, after
taking into account our results of operations, financial condition, cash requirements and
availability and other factors as they may deem relevant, and subject to the approval at
Shareholders’ meeting. We may not have sufficient or any profits to enable us to make dividend
distributions to our Shareholders in the future, even if our financial statements indicate that our

operations have been profitable.

Fluctuations in exchange rates may result in foreign currency exchange losses and may
have a material adverse effect on your investment.

In the Track Record Period, a vast majority of our expenditures were denominated in
Renminbi, and a vast majority of our financial assets are also denominated in Renminbi. Any
significant change in the exchange rates of the Hong Kong dollar against Renminbi may
materially and adversely affect our cash flows, earnings and financial position, and the value
of, and any dividends payable on, our H Shares in Hong Kong dollars. For example, a further
appreciation of Renminbi against the Hong Kong dollar would make any new Renminbi
denominated investments or expenditures more costly to us, to the extent that we need to
convert Hong Kong dollars into Renminbi for such purposes. An appreciation of Renminbi
against the Hong Kong dollar would also result in foreign currency translation losses for
financial reporting purposes when we translate our Hong Kong dollar denominated financial
assets into Renminbi, including proceeds from the Global Offering, as Renminbi is the
functional currency of our Company and our subsidiaries inside China. Conversely, if we
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decide to convert our Renminbi into Hong Kong dollars for the purpose of making payments
for dividends on our H Shares or for other business purposes, appreciation of the Hong Kong
dollar against Renminbi would have a negative effect on the Hong Kong dollar amount
available to us.

Facts, forecasts and statistics in this Prospectus relating to the PRC and global economy
and the pharmaceutical CRO industry may not be fully reliable.

Facts, forecasts and statistics in this Prospectus relating to the PRC and global economy
and the pharmaceutical CRO industry in China and overseas markets are obtained from various
sources including official government publications that we believe are reliable. However, we
cannot guarantee the quality or reliability of these sources. Neither we, the Joint Global
Coordinators nor our or their affiliates or advisors have verified the facts, forecasts and
statistics nor ascertained the underlying economic assumptions obtained from these sources.
Due to possibly flawed or ineffective collection methods or discrepancies between published
information and market practice and other problems, the statistics in this Prospectus relating
to the PRC and global economy and the pharmaceutical CRO industry in China and overseas
markets may be inaccurate or may not be comparable to statistics produced for other economies
and should not be unduly relied upon. As such, no representation as to the accuracy of such
facts, forecasts and statistics obtained from various sources is made. Moreover, these facts,
forecasts and statistics involve risk and uncertainties and are subject to change based on
various factors and should not be unduly relied upon. Further, there can be no assurance that
they are stated or compiled on the same basis or with the same degree of accuracy, as may be
the case in other countries.

You should not place any reliance on any information released by us in connection with
the listing of our A Shares on the Shanghai Stock Exchange.

Since the listing of our A Shares on the Shanghai Stock Exchange, we have been subject
to periodic reporting and other information disclosure requirements in the PRC. As a result,
from time to time we publicly release information relating to us on the Shanghai Stock
Exchange or other media outlets designated by the Shanghai Stock Exchange. However, the
information we announce in connection with our A Shares listing is based on regulatory
requirements and market practices in the PRC, which differ from those applicable to the Global
Offering. Such information does not and will not form a part of this Prospectus. As a result,
prospective investors in our H Shares are reminded that in making their investment decisions
as to whether to purchase our H Shares, they should rely only on the financial, operating and
other information included in this Prospectus. By applying to purchase H Shares in the Global
Offering you will be deemed to have agreed that you will not rely on any information other than
that contained in this Prospectus, and any formal announcements made by us in Hong Kong
related to the Global Offering.
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You should only rely on the information included in this Prospectus to make your
investment decision, and we strongly caution you not to rely on any information contained
in press articles or other media coverage relating to us, our H Shares or the Global
Offering.

There had been, prior to the publication of this Prospectus, and there may be, subsequent
to the date of this Prospectus but prior to the completion of the Global Offering, press and
media coverage regarding us and the Global Offering. We have not authorized the disclosure
of any information concerning the Global Offering in the press or media and do not accept
responsibility for the accuracy or completeness of such press articles or other media coverage.
We make no representation as to the appropriateness, accuracy, completeness or reliability of
any of the projections, valuations or other forward-looking information about us. To the extent
such statements are inconsistent with, or conflict with, the information contained in this
Prospectus, we disclaim responsibility for them. Accordingly, prospective investors are
cautioned to make their decisions on the basis of the information contained in this Prospectus
only and should not rely on any other information.
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WAIVERS FROM COMPLIANCE WITH THE LISTING RULES AND
EXEMPTIONS FROM COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Global Offering, we have applied for waivers from strict
compliance with the relevant provisions of the Listing Rules and exemptions from compliance
with the Companies (Winding up and Miscellaneous) Provisions Ordinance as set out below.

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, we must have sufficient
management presence in Hong Kong. This normally means that at least two of our executive
Directors must be ordinarily resident in Hong Kong.

Since our Group’s headquarters and principal place of business are located in the PRC,
most of the business operations of our Company and our subsidiaries are managed and
conducted in the PRC and the United States and our executive Directors ordinarily reside in the
PRC and the United States where they manage our Group’s business operations, we do not and,
for the foreseeable future, will not contemplate that we will have sufficient management
presence in Hong Kong for the purpose of satisfying the requirements under Rules 8.12 and
19A.15 of the Listing Rules.

Accordingly, we have applied to the Hong Kong Stock Exchange for, and the Hong Kong
Stock Exchange has granted us, a waiver from strict compliance with the requirements under
Rules 8.12 and 19A.15 of the Listing Rules, subject to the following conditions. In order to
maintain effective communication with the Hong Kong Stock Exchange, we will put in place

the following measures between us and the Hong Kong Stock Exchange:

I. We have appointed Ms. Feng and Mr. Ng Cheuk Ming as our authorized
representatives (“Authorized Representatives”) pursuant to Rule 3.05 of the
Listing Rules. The Authorized Representatives will act as our Company’s principal
channel of communication with the Hong Kong Stock Exchange. The Authorized
Representatives will be readily contactable by phone, facsimile and email to
promptly deal with enquiries from the Hong Kong Stock Exchange, and will also be
available to meet with the Hong Kong Stock Exchange to discuss any matter within
a reasonable period of time upon request of the Hong Kong Stock Exchange;

2. When the Hong Kong Stock Exchange wishes to contact our Directors on any
matter, each of the Authorized Representatives will have all necessary means to
contact all of our Directors (including our independent non-executive Directors) and
senior management team promptly at all times. Our Company will also inform the
Hong Kong Stock Exchange promptly in respect of any changes in the Authorized
Representatives. We have provided the Hong Kong Stock Exchange with the contact
details (i.e. mobile phone number, office phone number and email address) of all
Directors to facilitate communication with the Hong Kong Stock Exchange;
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3. All Directors who do not ordinarily reside in Hong Kong possess or can apply for
valid travel documents to visit Hong Kong and can meet with the Hong Kong Stock
Exchange within a reasonable period;

4. We have appointed Anglo Chinese Corporate Finance, Limited as our compliance
advisor (the “Compliance Advisor”) upon listing pursuant to Rule 3A.19 of the
Listing Rules for a period commencing on the Listing Date and ending on the date
on which we comply with Rule 13.46 of the Listing Rules in respect of our financial
results for the first full financial year commencing after the Listing Date. The
Compliance Advisor will have access at all times to our Authorized Representatives,
the Directors and other senior management and act as the additional channel of
communication with the Hong Kong Stock Exchange when the Authorized
Representatives are not available; and

5. We have provided the Hong Kong Stock Exchange with the names, mobile phone
numbers, office phone numbers, fax numbers and email addresses of at least two of
the Compliance Advisor’s officers who will act as the Compliance Advisor’s contact
persons between the Hong Kong Stock Exchange and our Company pursuant to Rule
19A.06(4) of the Listing Rules.

Pursuant to Rule 19A.05(2) of the Listing Rules, we shall ensure that the Compliance
Advisor will have access at all times to our Authorized Representatives, our Directors and other
officers. We shall also ensure that such persons will promptly provide such information and
assistance as the Compliance Advisor may need or may reasonably request in connection with
the performance of the Compliance Advisor’s duties as set forth in Chapter 3A and Rule
19A.06 of the Listing Rules. We shall ensure that there are adequate and efficient means of
communication among our Company, our Authorized Representative, our Directors, and other
officers and the Compliance Advisor, and will keep the Compliance Advisor fully informed of
all communications and dealings between us and the Hong Kong Stock Exchange.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company
secretary who, by virtue of his/her academic or professional qualifications or relevant
experience, is, in the opinion of the Hong Kong Stock Exchange, capable of discharging the
functions of the company secretary. Note 1 to Rule 3.28 of the Listing Rules further provides
that the Hong Kong Stock Exchange considers the following academic or professional
qualifications to be acceptable:

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

(b) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159
of the Laws of Hong Kong); and
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(c) a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).

In assessing the “relevant experience,” the Hong Kong Stock Exchange will consider the
individual’s:

(i) length of employment with the issuer and other issuers and the roles he/she played;

(i1) familiarity with the Listing Rules and other relevant laws and regulations including
the SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Takeovers Code;

(ii1) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(iv) professional qualifications in other jurisdictions.

Our Company has appointed Mr. Gao Dapeng (“Mr. Gao”) as one of the joint company
secretaries with effect from the Listing Date. Mr. Gao has extensive experience in our business
operation and corporate governance matters but presently does not possess any of the
qualifications under Rules 3.28 and 8.17 of the Listing Rules. While Mr. Gao may not be able
to solely fulfill the requirements of the Listing Rules, our Company believes that it would be
in the best interests of our Company and the corporate governance of our Company to appoint
Mr. Gao as our joint company secretary due to his thorough understanding of the internal
administration and business operations of our Group. We have also appointed Mr. Ng Cheuk
Ming (“Mr. Ng”), an associate member of both The Hong Kong Institute of Chartered
Secretaries and The Chartered Governance Institute (formerly known as The Institute of
Chartered Secretaries and Administrators), who fully meets the requirements stipulated under
Rules 3.28 and 8.17 of the Listing Rules to act as the other joint company secretary and to
provide assistance to Mr. Gao for an initial period of three years from the Listing Date to
enable Mr. Gao to acquire the “relevant experience” under Note 2 to Rule 3.28 of the Listing
Rules so as to fully comply with the requirements set forth under Rules 3.28 and 8.17 of the
Listing Rules.

Since Mr. Gao does not possess the formal qualifications required of a company secretary
under Rule 3.28 of the Listing Rules, we have applied to the Hong Kong Stock Exchange for,
and the Hong Kong Stock Exchange has granted, a waiver from strict compliance with the
requirements under Rules 3.28 and 8.17 of the Listing Rules such that Mr. Gao may be
appointed as a joint company secretary of our Company. Pursuant to the Guidance Letter
HKEX-GL108-20, the waiver will be for a fixed period of time (“Waiver Period”) and on the
following conditions: (i) the proposed company secretary must be assisted by a person who
possesses the qualifications or experience as required under Rule 3.28 (“Qualified Person”)
and is appointed as a joint company secretary throughout the Waiver Period; and (ii) the waiver
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can be revoked if there are material breaches of the Listing Rules by the issuer. The waiver is
valid for an initial period of three years from the Listing Date, and is granted on the condition
that Mr. Ng, as a joint company secretary of our Company, will work closely with, and provide
assistance to, Mr. Gao in the discharge of his duties as a joint company secretary and in gaining
the relevant company secretary experience as required under Rule 3.28 of the Listing Rules and
to become familiar with the requirements of the Listing Rules and other applicable Hong Kong
laws and regulations. Given Mr. Ng’s professional qualifications and experience, he will be
able to explain to both Mr. Gao and our Company the relevant requirements under the Listing
Rules. Mr. Ng will also assist Mr. Gao in organizing Board meetings and Shareholders’
meetings of our Company as well as other matters of our Company which are incidental to the
duties of a company secretary. He is expected to work closely with Mr. Gao, and will maintain
regular contact with Mr. Gao, the Directors, the Supervisors and the senior management of our
Company. The waiver will be revoked immediately if Mr. Ng ceases to provide assistance to
Mr. Gao as a joint company secretary for the three-year period after the Listing or where there
are material breaches of the Listing Rules by our Company. In addition, Mr. Gao will comply
with the annual professional training requirement under Rule 3.29 of the Listing Rules and will
enhance his knowledge of the Listing Rules during the three-year period from the Listing. Mr.
Gao will also be assisted by (a) Compliance Advisor of our Company, particularly in relation
to compliance with the Listing Rules; and (b) the Hong Kong legal advisors of our Company,
on matters concerning our Company’s ongoing compliance with the Listing Rules and the
applicable laws and regulations.

Before the expiration of the initial three year period, the qualifications and experience of
Mr. Gao will be re-evaluated to determine whether the requirements as stipulated in Rules 3.28
and 8.17 of the Listing Rules can be satisfied and whether the need for ongoing assistance of
Mr. Ng will continue. We will liaise with the Hong Kong Stock Exchange to enable it to assess
whether Mr. Gao, having benefited from the assistance of Mr. Ng for the preceding three years,
will have acquired the skills necessary to carry out the duties of company secretary and the
relevant experience within the meaning of Note 2 to Rule 3.28 of the Listing Rules so that a
further waiver will not be necessary.

WAIVER AND EXEMPTION IN RELATION TO THE SHARE OPTION AND
RESTRICTED SHARE AWARD SCHEMES

Rule 17.02(1)(b) of the Listing Rules requires a listing applicant to, inter alia, disclose in
the prospectus full details of all outstanding options and their potential dilution effect on the
shareholdings upon listing as well as the impact on the earnings per share arising from the
exercise of such outstanding options.

Paragraph 27 of Appendix 1A to the Listing Rules requires a listing applicant to disclose,
inter alia, particulars of any capital of any member of the group which is under option, or
agreed conditionally or unconditionally to be put under option, including the consideration for
which the option was or will be granted and the price and duration of the option, and the name
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and address of the grantee, or an appropriate negative statement, provided that where options
have been granted or agreed to be granted to all the members or debenture holders or to any
class thereof, or to employees under a share option scheme, it shall be sufficient, so far as the
names and addresses are concerned, to record that fact without giving the names and addresses
of the grantees.

Under Section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, the prospectus must state the matters specified in Part I of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

Under paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the number, description and amount of any shares in or
debentures of the company which any person has, or is entitled to be given, an option to
subscribe for, together with the particulars of the option, that is to say, (a) the period during
which it is exercisable; (b) the price to be paid for shares or debentures subscribed for under
it; (c) the consideration (if any) given or to be given for it or for the right to it; and (d) the
names and addresses of the persons to whom it or the right to it was given or, if given to
existing shareholders or debenture holders as such, the relevant shares or debentures, must be
specified in the prospectus.

As of the Latest Practicable Date, our Company had granted options under the Share
Option and Restricted Share Award Schemes to 360 grantees, including four Directors, two
senior management members of our Company, 19 employees of our Group who have been
granted options to subscribe for 25,000 A Shares or more and 335 other employees of our
Group to subscribe for an aggregate of 3,202,829 A Shares, representing approximately 1.18%
of our Company’s issued share capital immediately after completion of the Global Offering
(assuming the Over-allotment Option is not exercised and without taking into account any A
Shares to be issued upon exercise of the share options granted under the Share Option and
Restricted Share Award Schemes). No option under the Share Option and Restricted Share
Award Schemes has been granted to other connected person of our Company.

Our Company has applied to the Stock Exchange and the SFC, respectively for, (i) a
waiver from strict compliance with the disclosure requirements under Rule 17.02(1)(b) of, and
paragraph 27 of Appendix 1A to, the Listing Rules; and (ii) a certificate of exemption under
section 342A of the Companies (Winding Up and Miscellaneous Provisions) Ordinance
exempting our Company from strict compliance with the disclosure requirements under
paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, on the grounds that the waiver and the exemption will
not prejudice the interests of the investing public and strict compliance with the above
requirements would be unduly burdensome for our Company for the following reasons:

(1) since the options under the Share Option and Restricted Share Award Schemes were

granted to a total of 360 grantees involved, strict compliance with the relevant
disclosure requirements to disclose names, addresses, and entitlements on an
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individual basis in the prospectus will require substantial number of pages of
additional disclosure that does not provide any material information to the investing
public and would significantly increase the cost and timing for information
compilation, prospectus preparation and printing;

(2) key information of the options granted under the Share Option and Restricted Share
Award Schemes to the Directors, members of the senior management and Connected
Persons of our Company has already been disclosed in this Prospectus under the
section headed “Appendix V — Statutory and General Information — C. Share
Option and Restricted Share Award Schemes”;

(3) the key information of the Share Option and Restricted Share Award Schemes as
disclosed in this Prospectus under the section headed “Appendix V — Statutory and
General Information — C. Share Option and Restricted Share Award Schemes” is
sufficient to provide potential investors with information to make an informed
assessment of the potential dilution effect and impact on earnings per share of the
options granted under the Share Option and Restricted Share Award Schemes in their
investment decision making process; and

(4) the lack of full compliance with such disclosure requirements will not prevent
potential investors from making an informed assessment of the activities, assets and
liabilities, financial position, management and prospects of our Group and will not
prejudice the interest of the investing public.

The Stock Exchange has granted us a waiver from strict compliance with the disclosure
requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Part A of
Appendix 1 to the Listing Rules on the conditions that:

(A) the following information will be clearly disclosed in this Prospectus:

(a) on individual basis, full details of all the options granted by our Company
under the Share Option and Restricted Share Award Schemes to each of the
Directors, members of the senior management or Connected Persons, including
all the particulars required under Rule 17.02(1)(b) of the Listing Rules and
paragraph 27 of Appendix 1A to the Listing Rules;

(b) in respect of the options granted by our Company to the grantees other than
those referred to in sub-paragraph (i) above:

a. the aggregate number of the grantees;

b.  the number of Shares subject to such options;
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c.  the consideration paid for the grant of such options;

d.  the exercise period of each option; and

e. the exercise price for the options;

(c) the dilution effect and impact on earnings per Share upon full exercise of the
options granted under the Share Option and Restricted Share Award Schemes;

(d) the aggregate number of Shares subject to the outstanding options granted by
our Company under the Share Option and Restricted Share Award Schemes and
the percentage of our Company’s issued share capital of which such number
represents;

(e) a summary of the Share Option and Restricted Share Award Schemes; and

(f) the list of all the grantees (including the persons referred to in paragraph (b)
above), containing all details as required under Rule 17.02(1)(b), paragraph 27
of Appendix 1A to the Listing Rules and paragraph 10 of Part I of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance be made available for public inspection in accordance with the
section headed “Appendix VI — Documents Delivered to the Registrar of
Companies and Available for Inspection” of this Prospectus.

The SFC has agreed to grant to our Company the certificate of exemption under section
342A of the Companies (Winding Up and Miscellaneous Provisions) Ordinance from strict
compliance with paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding
Up and Miscellaneous Provisions) Ordinance on the conditions that:

(a) on an individual basis, full details of all the options granted under the Share Option
and Restricted Share Award Schemes to each of the Directors, senior management
and Connected Persons (if any) of our Company and other grantees who have been
granted options to subscribe for 25,000 A Shares or more be disclosed in this
Prospectus, such details include all the particulars required under paragraph 10 of
Part 1T of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance;

(b) in respect of the options granted by our Company to the grantees other than those
referred to in sub-paragraph (a), the following details be disclosed in this
Prospectus:

(i) the aggregate number of the grantees and the aggregate number of Shares
subject to such options;
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(ii) the consideration paid for the grant of such options; and

(ii1) the exercise period and the exercise price for the options;

(c) the full list of all the grantees (including the persons referred to in sub-paragraph (a)
above) who have been granted options to subscribe for Shares under the Share
Option and Restricted Share Award Schemes, containing all details as required under
paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, be made available for public inspection in
accordance with the section headed “Appendix VI — Documents Delivered to the
Registrar of Companies and Available for Inspection” of this Prospectus; and

(d) the particulars of the exemption be disclosed in this Prospectus and this Prospectus
will be issued on or before February 16, 2021.

Further details of the Share Option and Restricted Share Award Schemes are set forth in
the section headed “Appendix V — Statutory and General Information — C. Share Option and

Restricted Share Award Schemes” of this Prospectus.

WAIVER IN RESPECT OF NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

We have entered into, and are expected to continue after the Listing, certain transactions,
which will constitute non-exempt continuing connected transactions under the Listing Rules.
Our Company has applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted, a waiver under Rule 14A.105 of the Listing Rules from strict
compliance with the announcement, circular and independent shareholders’ approval
requirements in respect of the non-exempt continuing connected transactions. For details, see
the section headed “Connected Transactions” of this Prospectus.

WAIVER AND CONSENT IN RELATION TO THE SUBSCRIPTION OF H SHARES BY
JANCHOR PARTNERS PAN-ASIA MASTER FUND, VALLIANCE FUND, CPE FUND
AND ICBCCS (ON BEHALF OF CHINA STRUCTURAL REFORM FUND) AS A QDII

Rule 10.04 of the Listing Rules provides that a person who is an existing shareholder of
the issuer may only subscribe for or purchase any securities for which listing is sought which
are being marketed by or on behalf of a new applicant either in his or its own name or through
nominees if the conditions in Rules 10.03(1) and (2) are fulfilled. The conditions in Rules
10.03(1) and (2) of the Listing Rules are that (1) no securities are offered to the existing
shareholder on a preferential basis and no preferential treatment is given to the existing
shareholder in the allocation of the securities; and (2) the minimum prescribed percentage of
public shareholders required by Rule 8.08(1) of the Listing Rules is achieved.
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Paragraph 5(2) of Appendix 6 to the Listing Rules prohibits allocations of shares in a
global offering to existing shareholders of the applicant or their close associates, whether in
their own names or through nominees, unless the conditions in Rules 10.03 and 10.04 of the
Listing Rules are fulfilled or prior written consent of the Stock Exchange has been obtained.

We have applied for a waiver from strict compliance with the requirements under Rule
10.04 of, and a consent under paragraph 5(2) of Appendix 6 to, the Listing Rules, to allow
Janchor Partners Pan-Asian Master Fund, The Valliance Fund (“Valliance Fund”), CPE
Greater China Enterprises Growth Fund (“CPE Fund”) and ICBC Credit Suisse Asset
Management Co. Ltd (“ICBCCS”) (holding on behalf of China Structural Reform Fund
Corporation Limited (“China Structural Reform Fund”) on a discretionary basis as a
qualified domestic institutional investor (“QDII”), each of which is an existing A Shareholder,

to participate as cornerstone investors in the Global Offering.

The Stock Exchange has agreed to grant the requested waiver and consent subject to the
conditions that:

(a) we will comply with the public float requirements of Rules 8.08(1) of the Listing
Rules;

(b) the H Shares to be subscribed by and allocated to Janchor Partners Pan-Asian Master
Fund, Valliance Fund, CPE Fund and China Structural Reform Fund through
ICBCCS under the Global Offering will be at the same Offer Price and on
substantially the same terms as other cornerstone investors in the Global Offering
(including being subject to a six-month lock up arrangement following Listing);

(c) no preferential treatment has been, nor will be, given to any of Janchor Partners
Pan-Asian Master Fund, Valliance Fund, CPE Fund and China Structural Reform
Fund through ICBCCS by virtue of their relationship with the Company in any
allocation in the Global Offering other than the preferential treatment of assured
entitlement under the cornerstone investment which follows the principles set out in
Guidance Letter HKEX-GL51-13, that, none of the cornerstone investment
agreements of Janchor Partners Pan-Asian Master Fund, Valliance Fund, CPE Fund
and China Structural Reform Fund through ICBCCS contain any material terms
which are more favorable to them than those in other cornerstone investment

agreements; and

(d) details of the allocation of the H Shares to Janchor Partners Pan-Asian Master Fund,
Valliance Fund, CPE Fund and China Structural Reform Fund through ICBCCS as
cornerstone investors under the Global Offering are disclosed in this Prospectus, and
details of the allocation will be disclosed in the allotment results announcement of

our Company.

~ 104 -



WAIVERS FROM COMPLIANCE WITH THE LISTING RULES AND
EXEMPTIONS FROM COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

For further information about the cornerstone investments of Janchor Partners Pan-Asian
Master Fund, Valliance Fund, CPE Fund and China Structural Reform Fund through ICBCCS,
please refer to the section headed “Cornerstone Investors” in the Prospectus.

ALLOCATION OF OUR H SHARES TO EXISTING MINORITY SHAREHOLDERS
AND THEIR CLOSE ASSOCIATES UNDER RULE 10.04 AND PARAGRAPH 5(2) OF
APPENDIX 6 TO THE LISTING RULES

Rule 10.04 of the Listing Rules provides that a person who is an existing shareholder of
the issuer may only subscribe for or purchase securities for which listing is sought if (i) no
securities will be offered to them on a preferential basis and no preferential treatment will be
given to them in the allocation of the securities and (ii) the minimum prescribed percentage of
public shareholders required by Rule 8.08(1) of the Listing Rules is achieved. Paragraph 5(2)
of Appendix 6 to the Listing Rules provides, among other things, that, without the prior written
consent of the Hong Kong Stock Exchange, no allocations will be permitted to existing
shareholders or their close associates, whether in their own names or through nominees, unless
certain conditions are fulfilled.

Prior to the Listing, our Company’s share capital comprises entirely A Shares listed on the
Shanghai Stock Exchange. We have a large and widely dispersed public A Share shareholder
base.

We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted to us, a waiver from strict compliance with the requirements under Rule
10.04 and consent under Paragraph 5(2) of Appendix 6 to the Listing Rules to permit H Shares
in the International Offering to be placed to certain existing minority Shareholders who (i) hold
less than 5% in the issued share capital of our Company prior to the completion of the Global
Offering; and (ii) are not and will not become (upon the completion of the Global Offering)
core connected persons (as defined in the Listing Rules) of our Company or the close associates
of any such core connected person (together, the “Existing Minority Shareholders”):

(i) each Existing Minority Shareholder to whom our Company may allocate the H
Shares in the International Offering holds less than 5% of our Company’s voting
rights prior to the completion of the Global Offering;

(i) none of the Existing Minority Shareholders is or will be a core connected person of
our Company or any close associate of a core connected person of our Company

immediately prior to or following the Global Offering;

(iii) none of the Existing Minority Shareholders have the right to appoint any Director
or have any other special right;
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(iv) allocation to the Existing Minority Shareholders and/or their close associates will
not affect our ability to satisfy the public float requirement as prescribed under Rule
8.08 of the Listing Rules;

(v) in the case of the Existing Minority Shareholders or their close associates
participating as a placee, our Company will confirm to the Hong Kong Stock
Exchange in writing that no preferential treatment has been, nor will be, given to
such Existing Minority Shareholders or their close associates by virtue of their
relationship with our Company in any allocation in the placing tranche, and details
of the allocation will be disclosed in the allotment results announcement of our
Company;

(vi) in the case of the Existing Minority Shareholders or their close associates
participating as a placee, the Joint Bookrunners will confirm to the Hong Kong
Stock Exchange in writing that to the best of their knowledge and belief, no
preferential treatment has been, nor will be, given to such Existing Minority
Shareholders or their close associates by virtue of their relationship with our
Company in any allocation in the placing tranche, and details of the allocation will
be disclosed in the allotment results announcement of our Company; and

(vii) the Sole Sponsor will confirm to the Hong Kong Stock Exchange in writing that
based on (i) its discussions with our Company and the Joint Bookrunners; and (ii)
the confirmations provided to the Hong Kong Stock Exchange by our Company and
the Joint Bookrunners mentioned above, and to the best of its knowledge and belief,
it has no reason to believe that the Existing Minority Shareholders or their close
associates received any preferential treatment in the allocation as a placee by virtue
of their relationship with our Company, and details of the allocation will be
disclosed in the allotment results announcement of our Company.

CONSENT IN RELATION TO ALLOCATION OF H SHARES TO A CONNECTED
CLIENT OF THE CONNECTED SYNDICATE MEMBERS

Paragraph 5(1) of Appendix 6 to the Listing Rules provides that no allocations will be
permitted to “connected clients” of the lead broker or of any distributors without the prior
written consent of the Stock Exchange.

Paragraph 13(7) of Appendix 6 to the Listing Rules states that a “connected client” in
relation to an exchange participant means any client which is a member of the same group of
companies as such exchange participant.

ICBC International Capital Limited (“ICBCIC”) has been appointed by the Company as
one of the Joint Bookrunners, while ICBC International Securities Limited (“ICBCIS”) has
been appointed by the Company as one of the Joint Lead Managers and Underwriters. (ICBCIC
and ICBCIS, together the “Connected Syndicate Members”, and each a “Connected
Syndicate Member”).
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China Structural Reform Fund has agreed to be a cornerstone investor in the Global
Offering. For the purpose of its cornerstone investment, China Structural Reform Fund has
engaged ICBCCS, an asset manager that is a QDII as approved by the relevant PRC authority,
to subscribe for and hold the relevant Shares on a discretionary basis on behalf of China
Structural Reform Fund. ICBCCS is owned by Industrial and Commercial Bank of China
Limited (“ICBC”) as to 80%, and each of ICBCIC and ICBCIS is indirectly wholly owned by
ICBC. ICBCCS is in the same group of companies as ICBCIC and ICBCIS and is therefore a
connected client of each of ICBCIC and ICBCIS under paragraph 13(7) of Appendix 6 to the
Listing Rules. For further information on China Structural Reform Fund, please refer to the
section headed “Cornerstone Investors — The Cornerstone Investors — 3. China Structural
Reform Fund” in the Prospectus.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, its
consent pursuant to paragraph 5(1) of Appendix 6 to the Listing Rules for China Structural
Reform Fund through ICBCCS to participate as a cornerstone investor in the Global Offering
subject to the following conditions:

(a) the H Shares to be allocated to ICBCCS (on behalf of China Structural Reform
Fund) will be held on a discretionary basis on behalf of Independent Third Parties;

(b) the cornerstone investment agreement of China Structural Reform Fund does not
contain any material terms which are more favorable to it that those in other

cornerstone investment agreements;

(c) the Connected Syndicate Members have not participated in the decision-making
process or relevant discussions among the Company, the Joint Bookrunners and the
Underwriters as to whether its connected client will be selected as a cornerstone

investor;

(d) no preferential treatment has been, nor will be, given to ICBCCS by virtue of its
relationship with its Connected Syndicate Members other than the preferential
treatment of assured entitlement under a cornerstone investment following the
principles set out in Guidance Letter HKEX-GL51-13;

(e) each of the Company, the Sole Sponsor, the Joint Bookrunners, the Connected
Syndicate Members, and ICBCCS has provided the Stock Exchange a written

confirmation in accordance with Guidance Letter HKEX-GL85-16; and

(f) details of the allocation have been/will be disclosed in this Prospectus and the

allotment results announcement of our Company.
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WAIVER FROM STRICT COMPLIANCE WITH RULE 4.04(1) OF THE LISTING
RULES AND EXEMPTION FROM STRICT COMPLIANCE WITH SECTION 342(1) IN
RELATION TO PARAGRAPH 27 OF PART I AND PARAGRAPH 31 OF PART II OF
THE THIRD SCHEDULE TO THE COMPANIES (WINDING UP AND
MISCELLANEOUS PROVISIONS) ORDINANCE

Applicable legal and listing rules requirements
The Companies (Winding Up and Miscellaneous Provisions) Ordinance requirements

Section 342(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance
requires, subject to section 342A of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, all prospectuses to state the matters specified in Part I of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance and set out
the reports specified in Part II of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance.

According to paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, a listing applicant is required to include in the
prospectus a statement as to the gross trading income or sales turnover (as may be appropriate)
of the listing applicant during each of the three financial years immediately preceding the issue
of the prospectus as well as an explanation of the method used for the computation of such
income or turnover and a reasonable breakdown of the more important trading activities.

According to paragraph 31 of Part II of the Third Schedule to the Companies (Winding
Up and Miscellaneous Provisions) Ordinance, a listing applicant is required to include in the
prospectus a report by auditors of the listing applicant with respect to profits and losses and
assets and liabilities in respect of each of the three financial years immediately preceding the
issue of the prospectus.

According to section 342A(1) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the SFC may issue, subject to such conditions (if any) as it thinks fit,
a certificate of exemption from compliance with the relevant requirements of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance if, having regard to the circumstances,
the SFC considers that the exemption will not prejudice the interests of the investing public and
compliance with the relevant requirements would be irrelevant or unduly burdensome, or is
otherwise unnecessary or inappropriate.

Rule 4.04(1) of the Listing Rules
Rule 4.04(1) of the Listing Rules requires that the consolidated results of the listing
applicant and its subsidiaries in respect of each of the three financial years immediately

preceding the issue of the prospectus to be included in the accountants’ report to the prospectus
or such shorter period as may be acceptable to the Stock Exchange.
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Requirements under Guidance Letter GL25-11

Based on the guidance set out in Guidance Letter GL25-11 issued by the Stock Exchange
in October 2011 (and updated in November 2011, March 2012, June 2013, March 2014,
September 2015 and July 2016) (“GL25-11"), in view of the shortened deadline for releasing
preliminary results announcements and to enable potential investors to have adequate and
timely information, where an applicant issues its listing document within two months after the
latest year end, the Stock Exchange has provided the conditions for granting waiver from strict
compliance with Rules 4.04(1) of the Listing Rules (“Rule 4.04(1) Waiver”) as follows:—

(a) the applicant must list on the Stock Exchange within three months after the latest
year end;

(b) the applicant must obtain a certificate of exemption from the SFC on compliance
with the Companies (Winding Up and Miscellaneous Provisions) Ordinance
Requirements;

(c) a profit estimate for the latest financial year (which must comply with Rules 11.17
to 11.19 of the Listing Rules) must be included in the prospectus or the applicant
must provide justification why a profit estimate cannot be included in the
prospectus; and

(d) there must be a directors’ statement in the prospectus that there is no material
adverse change to its financial and trading positions or prospect with specific
reference to the trading results from the end of the stub period to the latest financial

year end.

Grounds for waiver and exemption application

The financial year of our Company ends on December 31. The Prospectus contains the
consolidated results of our Group for the three years ended December 31, 2019 and the nine
months ended September 30, 2020, but does not include the consolidated results of our Group
in respect of the full year immediately preceding the proposed date of issues of the Prospectus,
being the full year ended December 31, 2020, as required under Rule 4.04(1) of the Listing
Rules, paragraph 27 of Part I and paragraph 31 of Part II of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance. The waiver and exemption
thereof would not prejudice the interest of the investing public and the strict compliance with
the requirements thereunder would be unduly burdensome for the following reasons:

(a) our Directors and the Sole Sponsor confirm that, after performing sufficient due
diligence work up to the Latest Practicable Date, there has been no material adverse
change in the financial and trading positions or prospect of our Group since
September 30, 2020 and up to the date of the Prospectus and that there has been no
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event which would materially affect the information contained in the Accountants’

Report, the unaudited pro forma financial information, the profit estimate for the

year ended December 31, 2020 and other parts of the Prospectus since September

30, 2020 and up to the date of the Prospectus;

(b) there would not be sufficient time for our Company and the Reporting Accountants

to finalise the audited financial statements for the year ended December 31, 2020 for

inclusion in the Prospectus. It would be unduly burdensome to our Company, as our

Company and the Reporting Accountants would have to undertake a considerable

amount of work to prepare, update and finalise the Accountants’ Report to cover

such additional period within a short period of time. If the full year results for year

ended December 31, 2020 are to be included in the Prospectus, there will be a

significant delay in the listing timetable;

(c) our Company is of the view that the Accountants’ Report covering the years ended
December 31, 2017, 2018 and 2019 and the nine months ended September 30, 2020,
together with the profit estimate for the year ended December 31, 2020 (in

compliance with Rules 11.17 to 11.19 of the Listing Rules) and the information

regarding our Group’s recent developments subsequent to the Track Record Period

and up to the Latest Practicable Date included in the Prospectus have already

provided the potential investors with adequate and reasonably up-to-date

information in the circumstances to form a view on the track record and earnings

trend of our Group; and our Directors and the Sole Sponsor confirm that all

information which is necessary for the investing public to make an informed

assessment of our Group’s business, assets and liabilities, financial position, trading

position, management and prospects are included in the Prospectus. Further, our
Company will comply with Rules 13.46(2) and 13.49(1) of the Listing Rules in

respect of the publication of annual results and annual report for the year ended

December 31, 2020. Therefore, the waiver and exemption would not prejudice the

interests of the investing public; and

(d) our Company will comply with the requirements under Rule 13.46 of the Listing

Rules in respect of the publication of the annual report. Our Company currently

expects to issue the annual report for the financial year ended December 31, 2020

on or before April 30, 2021. In this regard, our Directors consider that our

Shareholders, the investing public as well as potential investors of our Company will

be kept informed of the financial results of our Group for the financial year ended

December 31, 2020.
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The waiver and exemption application

In light of the above, we have applied for, and the Stock Exchange has granted us, a
waiver from strict compliance with the requirements under Rule 4.04(1) of the Listing Rules
for inclusion in the Accountants’ Report the consolidated results of our Group in respect of the
full financial year ended December 31, 2020 on the conditions that (i) the Listing Date shall
not be later than three months after the latest financial year end of our Company (i.e. on or
before March 31, 2021); (ii) we have obtained a certificate of exemption from the SFC from
similar requirements under section 342(1) in relation to paragraphs 27 and 31 of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance; (iii) a
profit estimate for the financial year ended December 31, 2020 in compliance with Rules 11.17
to 11.19 of the Listing Rules shall be included in the Prospectus; and (iv) a Directors’ statement
that there is no material adverse change to the financial and trading positions or prospects of
our Company with specific reference to the trading results from September 30, 2020 to
December 31, 2020 shall be included in the Prospectus.

We have also applied for, and the SFC has granted us, a certificate of exemption under
section 342A of the Companies (Winding Up and Miscellaneous Provisions) Ordinance from
strict compliance with the requirements under paragraph 27 of Part I and paragraph 31 of Part
IT of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance on the conditions that (i) the particulars of the exemption are set out in the
Prospectus; (ii) the Prospectus will be issued on or before February 16, 2021; and (iii) our H
Shares will be listed on the Stock Exchange on or before March 31, 2021 (i.e. within three
months after the end of our Company’s latest financial year immediately preceding the issue
of the Prospectus).

WAIVER IN RELATION TO THE AVAILABILITY OF COPIES OF THE PROSPECTUS
IN PRINTED FORM

Our Company has adopted a fully electronic application process for the Hong Kong
Public Offering and we will not provide printed copies of the Prospectus or printed copies of
any application forms to the public in relation to the Hong Kong Public Offering.

Our H Share Registrar has implemented enhanced measures to support the HK eIPO
White Form service, including increasing its server capacity and making available a telephone
hotline to answer investors’ queries in connection with the fully electronic application process.
For details of the telephone hotline and the application process, please see “How to Apply for
Hong Kong Offer Shares”.

We will adopt additional communication measures to inform potential investors that they

can only subscribe for the Hong Kong Offer Shares electronically, including: (i) advertising
through the HK eIPO White Form Service Provider the electronic methods for subscription
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of the Hong Kong Offer Shares; (ii) the enhanced support provided by our H Share Registrar
and the HK eIPO White Form Service Provider in relation to the Hong Kong Public Offering;
and (iii) issuing a press release to remind investors that no printed prospectuses or application

forms will be provided.

CLAWBACK MECHANISM

Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a clawback mechanism to
be put in place, which would have the effect of increasing the number of the Offer Shares under
the Hong Kong Public Offering to certain percentage of the total number of the Offer Shares
offered under the Global Offering if a certain prescribed total demand level is reached. We have
applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver from strict
compliance with paragraph 4.2 of Practice Note 18 of the Listing Rules such that the initial
allocation of Offer Shares under the Hong Kong Public Offering shall be approximately 9% of
the Global Offering and in the event of over-subscription under the Hong Kong Public
Offering, the Joint Global Coordinators (for themselves and on behalf of the other
Underwriters), shall apply an alternative clawback mechanism to the provisions under
paragraph 4.2 of Practice Note 18 of the Listing Rules, following the closing of the application
lists as disclosed in “Structure of the Global Offering — The Hong Kong Public Offering —
Reallocation.”
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

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

CSRC APPROVAL

The CSRC issued an approval letter on January 18, 2021 for the Global Offering and our
application to list the H Shares on the Stock Exchange. In granting such approval, the CSRC
accepts no responsibility for our financial soundness, nor for the accuracy of any of the
statements made or opinions expressed in this Prospectus. No other approvals are required to
be obtained for the listing of the H Shares on the Stock Exchange.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This Prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. The Global Offering comprises the Hong Kong Public
Offering of initially 3,899,300 Offer Shares and the International Offering of initially
39,425,500 Offer Shares (subject, in each case, to reallocation on the basis as set out in the
section headed “Structure of the Global Offering” in this Prospectus). For applicants under the
Hong Kong Public Offering, this Prospectus set out the terms and conditions of the Hong Kong
Public Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained
and representations made in this Prospectus and on the terms and subject to the conditions set
out herein and therein. No person is authorized to give any information in connection with the
Global Offering or to make any representation not contained in this Prospectus, and any
information or representation not contained herein must not be relied upon as having been
authorized by our Company, the Sole Sponsor, the Joint Global Coordinators, the Joint
Bookrunners, the Underwriters, any of their respective directors, agents, employees or advisors
or any other party involved in the Global Offering.

Neither the delivery of this Prospectus nor any offering, sale or delivery made in
connection with the H Shares should, under any circumstances, constitute a representation that
there has been no change or development reasonably likely to involve a change in our affairs
since the date of this Prospectus or imply that the information contained in this Prospectus is
correct as of any date subsequent to the date of this Prospectus.
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OFFER SHARES FULLY UNDERWRITTEN

The listing of our H Shares on the Stock Exchange is sponsored by the Sole Sponsor and
the Global Offering is managed by the Joint Global Coordinators. The Hong Kong Public
Offering is fully underwritten by the Hong Kong Underwriters under the terms of the Hong
Kong Underwriting Agreement and is subject to us and the Joint Global Coordinators (on
behalf of the Underwriters) agreeing on the Offer Price on or before the Price Determination
Date. An International Underwriting Agreement relating to the International Offering is
expected to be entered into on or around February 19, 2021, subject to the Offer Price being
agreed. The International Offering will be fully underwritten by the International Underwriters
under the terms of the International Underwriting Agreement to be entered into.

If, for any reason, the Offer Price is not agreed among us and the Joint Global
Coordinators (on behalf of the Underwriters) on or before the Price Determination Date, the
Global Offering will not proceed and will lapse. For full information about the Underwriters
and the underwriting arrangements, see the section headed “Underwriting” in this Prospectus.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for Hong Kong Offer Shares are set out in the section headed
“How to Apply for Hong Kong Offer Shares” in this Prospectus.

STRUCTURE OF THE GLOBAL OFFERING

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

OVER-ALLOTMENT OPTION AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set
out in the section headed “Structure of the Global Offering” in this Prospectus.

RESTRICTIONS ON OFFER AND SALE OF H SHARES

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

No action has been taken to permit a public offering of the H Shares in any jurisdiction
other than Hong Kong, or the distribution of this Prospectus in any jurisdiction other than Hong
Kong. Accordingly, this Prospectus may not be used for the purpose of, and does not constitute,
an offer or invitation in any jurisdiction or in any circumstances in which such an offer or
invitation is not authorized or to any person to whom it is unlawful to make such an offer or
invitation. The distribution of this Prospectus and the offering and sales of the Offer Shares in
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other jurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption therefrom. In
particular, the Offer Shares have not been publicly offered or sold, directly or indirectly, in the
PRC or the U.S.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Stock Exchange for the granting of the
listing of, and permission to deal in, our H Shares to be issued pursuant to the Global Offering
(including any additional H Shares which may be issued pursuant to the exercise of the
Over-allotment Option).

Under section 44B(l) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, if the permission for the H Shares to be listed on the Stock Exchange pursuant to
this Prospectus has been refused before the expiration of three weeks from the date of the
closing of the Global Offering or such longer period not exceeding six weeks as may, within
the said three weeks, be notified to us by or on behalf of the Stock Exchange, then any
allotment made on an application in pursuance of this Prospectus shall, whenever made, be
void.

COMMENCEMENT OF DEALINGS IN THE H SHARES

Dealings in the H Shares on the Stock Exchange are expected to commence at 9:00 a.m.
on Friday, February 26, 2021. Except for the A Shares that have been listed on the Shanghai
Stock Exchange and our pending application to the Stock Exchange for the listing of, and
permission to deal in, the H Shares, no part of our share or debt securities is listed on or dealt
in on the Stock Exchange or any other stock exchange and no such listing or permission to list
is being or proposed to be sought in the near future.

H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the H Shares on the
Stock Exchange and our compliance with the stock admission requirements of HKSCC, the H
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement
in CCASS with effect from the Listing Date or any other date as determined by HKSCC.
Settlement of transactions between Exchange Participants (as defined in the Listing Rules) is
required to take place in CCASS on the second Business Day after any trading day. All
activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time. Investors should seek the advice of their stockbroker
or other professional advisor for details of the settlement arrangements as such arrangements
may affect their rights and interests. All necessary arrangements have been made enabling the
H Shares to be admitted into CCASS.
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H SHARE REGISTER AND STAMP DUTY

All Offer Shares will be registered on the H Share register of our Company maintained
by our H Share Registrar, Tricor Investor Services Limited, in Hong Kong. Our register of
members will also be maintained by us at our legal address in the PRC.

Dealings in the H Shares registered on the H Share register of our Company in Hong
Kong will be subject to Hong Kong stamp duty. The stamp duty is charged to each of the seller
and purchaser at the ad valorem rate of 0.1% of the consideration for, or (if greater) the value
of, the H Shares transferred. In other words, a total of 0.2% is currently payable on a typical
sale and purchase transaction of the H Shares. In addition, a fixed duty of HKS$5 is charged on
each instrument of transfer (if required).

Unless determined otherwise by our Company, dividends payable in respect of our H
Shares will be paid to the Shareholders listed on the H Share register of our Company in Hong
Kong, by ordinary post, at the Shareholders’ risk, to the registered address of each Shareholder
of our Company.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

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

(i) agrees with us and each of our Shareholders, and we agree with each Shareholder,
to observe and comply with the PRC Company Law, the Companies Ordinance, the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, the Special
Regulations and our Articles of Association;

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

(ii1) agrees with us and each of our Shareholders that our H Shares are freely transferable
by the holders thereof; and

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

Potential investors in the Global Offering are recommended to consult their professional
advisors as to the taxation implications of subscribing for, purchasing, holding or disposing of,
and/or dealing in the H Shares or exercising rights attached to them. None of us, the Sole
Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Underwriters, any of their
respective directors, officers, employees, agents or representatives or any other person or party
involved in the Global Offering accepts responsibility for any tax effects on, or liabilities of,
any person resulting from the subscription, purchase, holding, disposition of, or dealing in, or

the exercise of any rights in relation to, the H Shares.

EXCHANGE RATE CONVERSION

Solely for your convenience, this Prospectus contains translations among certain
Renminbi amounts into Hong Kong dollars and of Renminbi amounts into U.S. dollars at
specified rates. Unless indicated otherwise, the translation of Renminbi into Hong Kong dollars
and of Renminbi into U.S. dollars, and vice versa, in this Prospectus was made at the following
rates:

RMBO0.8347 to HK$1.00 (being the most recent exchange rate available on the Latest
Practicable Date); and

RMB6.4710 to US$1.00 (being the most recent exchange rate available on the Latest
Practicable Date).

No representation is made that any amounts in Renminbi, Hong Kong dollars or U.S.
dollars can be or could have been at the relevant dates converted at the above rates or any other
rates or at all.

LANGUAGE

Translated English names of Chinese laws and regulations, governmental authorities,
departments, entities (including certain members of our Group), institutions, natural persons,
facilities, certificates, titles and the like included in this Prospectus and for which no official
English translation exists are unofficial translations for identification purposes only. In the
event of any inconsistency, the Chinese name shall prevail.

ROUNDING
Unless otherwise stated, all the numerical figures are rounded to one or two decimal

places. Any discrepancies in any table or chart between totals and sums of amounts listed
therein are due to rounding.
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DIRECTORS
Name Address Nationality
Executive Directors
Ms. Feng Yuxia (558 No. 601, Gate 5, Building 12 Chinese
Chairperson Hengtai Garden
Yihai Garden
Fengtai District
Beijing, China
Mr. Zuo Conglin (ZEHEM) No. 3, Dongtangzi Hutong Chinese
Dongcheng District
Beijing, China
Mr. Gao Dapeng ({5 K ) Room 1701, Unit 1, Building 11 Chinese
Fengdan Yihao
5 Luhua Road
Daxing District
Beijing, China
Ms. Sun Yunxia (&) 1-1301, Building 27 Chinese
Yuquan Jiayuan
Tiancunshan South Road
Haidian District
Beijing, China
Dr. Yao Dalin (BEKAk) 11906 Piedmont Rd. American
Clarksburg
MD 20871
Maryland, United States
Non-Executive Director
Mr. Gu Xiaolei (FEABEE) No. 16, Guotai Garden Chinese

Chengxiang Town
Taicang City
Jiangsu, China
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Name

Address

Nationality

Independent Non-Executive Directors

Mr. Sun Mingcheng (#2HH )

Dr. Zhai Yonggong (7K )

Mr. Ou Xiaojie (F/M4E)

Mr. Zhang Fan (5RIH)

Supervisors

Ms. Li Ye (ZETE)

Chairperson

Ms. Yin Lili (F*REEF)

Mr. Sun Huiye (#Rf#3)

Employee Supervisor

No. D1, Basement

Block 21, Guanyingyuan West
District

Xicheng District

Beijing, China

Room 1802, Building 9
Liyun, 19 Xinjiekouwai Street
Haidian District

Beijing, China

1-2-101
Shiqiao International Trade
Apartment

No. 16 East Third Ring Middle Road

Chaoyang District
Beijing, China

20G, Block 11, Ocean Shores
88 O King Road, Tseung Kwan O
Hong Kong

No. 501, 52 Jinchang North Road
Chengguan District, Lanzhou
Gansu, China

7 Wanyuan North Road
Donggaodi, Fengtai District
Beijing, China

No. 406, Gate B, Building 7
27 Taiping Road

Haidian District

Beijing, China

Chinese

Chinese

Chinese

Chinese
(Hong Kong)

Chinese

Chinese

Chinese

Further information is disclosed in the section headed “Directors, Supervisors and Senior

Management” in this Prospectus.

- 119 -



DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor CLSA Capital Markets Limited
18/F, One Pacific Place
88 Queensway
Hong Kong

Joint Global Coordinators CLSA Limited
18/F, One Pacific Place
88 Queensway
Hong Kong

Merrill Lynch (Asia Pacific) Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central

Hong Kong

China International Capital Corporation
Hong Kong Securities Limited

29/F, One International Finance Centre

1 Harbour View Street

Central

Hong Kong

Joint Bookrunners CLSA Limited
18/F, One Pacific Place
88 Queensway
Hong Kong

Merrill Lynch (Asia Pacific) Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central

Hong Kong

China International Capital Corporation
Hong Kong Securities Limited

29/F, One International Finance Centre

1 Harbour View Street

Central

Hong Kong
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China Merchants Securities (HK) Co.,
Limited

48/F, One Exchange Square

8 Connaught Place

Central

Hong Kong

Haitong International Securities Company
Limited

22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Central

Hong Kong

CMB International Capital Limited
45/F Champion Tower

3 Garden Road

Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

ICBC International Capital Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

Joint Lead Managers CLSA Limited
18/F, One Pacific Place
88 Queensway
Hong Kong

Merrill Lynch (Asia Pacific) Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central

Hong Kong
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Legal Advisors to our Company

China International Capital Corporation
Hong Kong Securities Limited

29/F, One International Finance Centre

1 Harbour View Street

Central

Hong Kong
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The information and statistics set out in this section and other sections of this
prospectus were extracted from different official government publications, available
sources from public market research and other sources from independent suppliers. In
addition, we engaged Frost & Sullivan in preparing the Frost & Sullivan Report, an
independent industry report in respect of the Global Offering. We believe that the sources
of the information in this section and other sections of this prospectus are appropriate
sources for such information, and we have taken reasonable care in extracting and
reproducing such information. We have no reason to believe that such information is false
or misleading or that any fact has been omitted that would render such information false
or misleading. The information from official and non-official sources has not been
independently verified by us, the Sole Sponsor, the Joint Global Coordinators, Joint
Bookrunners, Joint Lead Managers, any of the Underwriters, any of their respective
directors and advisers, or any other persons or parties involved in the Global Offering,
and no representation is given as to its accuracy. Accordingly, the information from
official and non-official sources contained herein may not be accurate and should not be
unduly relied upon. Our Directors confirm that, after making reasonable enquiries, there
is no adverse change in the market information since the date of the Frost & Sullivan
Report that would qualify, contradict or have a material impact on the information in this
section.

SOURCE OF INFORMATION

In connection with the Global Offering, we have commissioned Frost & Sullivan, an
independent third party, to conduct research and analysis of, and to produce a report on the
pharmaceutical CRO market. The Frost & Sullivan Report has been prepared by Frost &
Sullivan independent of our influence. We have agreed to pay Frost & Sullivan a fee of
RMB660,000 for the preparation of the report which we consider in line with market rates.
Except as otherwise noted, all data and forecasts in this section are derived from the Frost &
Sullivan Report. Our Directors confirm that, after taking reasonable care, there is no adverse
change in the market information since the date of the Frost & Sullivan Report which may
qualify, contradict or have an impact on the information disclosed in this section. Frost &
Sullivan’s independent research was undertaken primarily through secondary research which
primarily involved analyzing data from various publicly available data. In compiling and
preparing the Frost & Sullivan Report, Frost & Sullivan has made the following key
assumptions: (i) the economies of the United States and China are likely to maintain a steady
rate of growth in the next decade; (ii) the key growth drivers mentioned in this section are
likely to drive the growth of the global pharmaceutical market and the pharmaceutical CRO
industry market from 2019 to 2024; and (iii) there is no force majeure or industry regulation
that affects any of such markets dramatically or fundamentally. In this section, Frost & Sullivan
present historical market information for five years (i.e., from 2015 to 2019) which is a longer
period compared to the three-year Track Record Period and is a more accurate reflection of the
trends affecting the Group’s markets. For the avoidance of doubt, impacts of the COVID-19
outbreak have been taken into account when compiling information in the Frost & Sullivan
Report. For consistency, the market size data in this section have been expressed in US dollars.
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OVERVIEW OF THE GLOBAL AND CHINA PHARMACEUTICAL MARKETS
The Global Pharmaceutical Market

The global pharmaceutical market can be divided into (i) chemical drugs and (ii)
biologics, by the nature of drug composition, and by the level of innovation involved in the
drug R&D process, can be divided into (i) innovative drugs and (ii) generic and biosimilar
drugs. The size of the global pharmaceutical market increased from approximately US$1,105.0
billion in 2015 to US$1,324.5 billion in 2019, and is expected to reach US$1,639.5 billion in
2024, representing a CAGR of 4.4% from 2019 to 2024.

Compared to the chemical drugs market, the biologics market grows faster in terms of
revenue. The biologics market has experienced a significant growth from approximately
US$204.8 billion in 2015 to US$286.4 billion in 2019, at a CAGR of 8.7%. Driven by
increased demand, technology advancement, and the growing needs for new-generation
products like PD1/PDLI1 therapeutics, the biologics market is expected to reach US$456.7
billion in 2024, representing a CAGR of 9.8%.

Breakdown of Global Pharmaceutical Market, 2015-2024E

CAGR Chemical Drugs Biologics Total
2015-2019 3.6% 8.7% 4.6%
2019-2024E 2.6% 9.8% 4.4%
1,639.5
Billion USD 1,507.1 1,573.4

1,445.0
13841 v
12674 13245 05 I 4167 [l 457
Lisae  1,2090 142 I 3450 ° 7
1,100 L1 2615 I 2864 2
240.2 il -0

Ex Em EH

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

m Chemical Drugs  ® Biologics
Source: Frost & Sullivan Report

Globally, the innovative drugs market is significantly larger than the generic and
biosimilar drugs market in terms of revenue, accounting for 67.0% of the total global
pharmaceutical market in 2019 and is expected to continue to grow at a CAGR of 5.0% from
2019 to 2024. As innovative drugs generally bring higher investment returns, top
pharmaceutical companies have been investing significantly in the R&D of innovative drugs.
On the other hand, the generic and biosimilar drugs market has experienced a significant
growth from 2015 to 2019, as a result from increasing number of expired patents of innovative

drugs and certain government initiatives to lower drug price.
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Breakdown of Global Pharmaceutical Market by Innovative Drug and
Generics & Biosimilar, 2015-2024E

CAGR Innovative Drug Generics and Biosimilar Total
2015-2019 3.4% 7.4% 4.6%
2019-2024E 5.0% 3.1% 4.4%

Billion USD 1,507.1
1.384.1 1,445.0
1,324.5 i

Lisag 12000 L2674 ssr0 [l o3 [l
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386.6
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776.6
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m Innovative Drug  ® Generics and Biosimilar

Source: Frost & Sullivan Report

The Pharmaceutical Market in China

China is the second largest pharmaceutical market in the world, after the U.S. The size
of China’s pharmaceutical market increased from approximately US$194.3 billion in 2015 to
US$236.3 billion in 2019, and is expected to further grow to US$322.6 billion in 2024, at a
CAGR of 6.4% from 2019 to 2024.

Chemical drugs constitute the largest sector in China’s pharmaceutical market, accounting
for 50.1% of the total China’s pharmaceutical market in 2019. Biologics is the smallest sector
in China pharmaceutical market but it has enjoyed a much higher CAGR of 18.2% from 2015
to 2019 by revenue. The biologics market is expected to further grow to approximately
US$103.1 billion in 2024, representing a CAGR of 18.0% from 2019 to 2024.

Breakdown of China Pharmaceutical Market, 2015-2024E

CAGR Chemical Drugs ~ Traditional Chinese Medicine ~ Biologics  Total

2015-2019 2.2% 3.9% 182%  5.0%
2019-2024E 3.2% 2.2% 18.0%  6.4%
322.6
Billion USD 2823 302.2
At wholesale price level ris 264.3 - 0
2316 2363 . e 750 i 58°
oas 2000 217 452 [l B35 '
X
75.3 77.0
N 73.1 72.7 73.7
624 [ 63.7 67.3

119.0

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

B Chemical Drugs W Traditional Chinese Medicine B Biologics

Source: Frost & Sullivan Report
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Innovative drugs dominate the pharmaceutical market in China. The market size of
innovative drugs accounted for 56.1% of the total pharmaceutical market in China in 2019, and
is expected to continue to grow at a CAGR of 8.8% from 2019 to 2024. In addition, generic
and biosimilar drugs are also expected to experience a significant growth in China due to
various favorable factors such as policies boosting the quality of generic and biosimilar drug
development. Nonetheless, compared to chemical generic drugs, biosimilars currently face
increasingly heightened standards for evaluation and approval. For example, the NMPA has
published Guiding Principles for Biosimilar R&D and Evaluation, which require a stricter set
of non-clinical drug safety assessment procedure.

Breakdown of China Pharmaceutical Market by Innovative Drug and
Generics & Biosimilar, 2015-2024E

CAGR Innovative Drug Generics and Biosimilar Total
2015-2019 4.1% 6.2% 5.0%
2019-2024E 8.8% 3.0% 6.4%
322.6
302.2
Billion USD 2643 pm—a

1943 2001

103.0
81.6 86.4 e

128.6

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

m Innovative Drug  m Generics and Biosimilar
Source: Frost & Sullivan Report

Overview of R&D Activities in Global and China Pharmaceutical Industry

Pharmaceutical R&D involves the discovery and subsequent testing of drug candidates to
demonstrate their safety and efficacy in order to obtain regulatory approval and to enter the
pharmaceutical market. It also includes post-approval studies to further assess the safety and
efficacy of drugs. The process is generally costly, complex, risky and time-consuming. The
entire process generally consists of four stages, namely (i) discovery, (ii) pre-clinical studies,
(ii1) clinical studies and registration, and (iv) commercialization. The submission of IND
applications is a key milestone during the pharmaceutical R&D process which separates
pre-clinical studies, where the drug candidates are tested on research models, and clinical
studies, where the drug candidates are permitted to be tested on human.
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IND Applications

IND applications have increased significantly in China and the United States. In the
United States, more than 300 IND applications were received annually by the FDA in the past
five years. The number of IND applications was 344 in 2014 and surged to 618 in 2019. In
China, with the favorable polices and increasing investment in drug R&D, the number of
completed evaluation of IND applications by the China CDE has experienced a significant
increase since 2014. The number nearly doubled from 494 completed evaluations of IND
application in 2014 to 983 completed evaluations of IND applications in 2019. Therapeutic
biologics still constitute the largest category of all biologics IND applications by China CDE.

Global R&D Expenditure

Expenditures associated with drug discovery and pre-clinical studies are expected to grow
in the near future with similar CAGRs.

Global R&D Expenditure and Breakdown by Discovery, Preclinical and
Clinical, 2015-2024E

CAGR Discovery Preclinical Clinical Total
2015-2019 4.4% 5.7% 5.1% 5.0%
2019-2024E 4.4% 4.3% 4.5% 4.5%
227.0
2083 217.7
199. )
Billion USD 190.8 993 47.2
182.4 455
174.0 43.7
165.1 42.0
la0g 1567 38.1 40.0 - 254
. 36.2 . - 235 24.5
342 225 =
329 . - 206 21.

17.7

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

m Discovery m Preclinical m Clinical
Source: Frost & Sullivan Report

R&D Expenditure in China
The R&D expenditure in China has experienced a much higher growth rate as compared

to the global growth rate. The total expenditures associated with R&D grew at a CAGR 19.1%
from 2015 to 2019 and are expected to further grow in the next four years at a similar CAGR.
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China R&D Expenditure and Breakdown by Discovery, Preclinical and
Clinical, 2015-2024E

CAGR Discovery Preclinical Clinical Total
2015-2019 25.9% 17.5% 18.3% 19.1%
2019-2024E 17.7% 16.0% 18.1% 17.7%

Billion USD

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

m Discovery m Preclinical m Clinical

Source: Frost & Sullivan Report
THE PHARMACEUTICAL CRO MARKET

With the continuous development of the pharmaceutical industry, CROs are playing an
increasingly important role in the capital-intensive, complicated, risky and time-consuming
pharmaceutical R&D process. CROs provide comprehensive R&D solutions covering
(i) discovery stage, (ii) pre-clinical stage and (iii) clinical stage including phases I to IV
clinical trials. Below is a diagram that illustrates the typical services offered by CROs.

* Clinical trials operations
(Phase I-1V)

* Bioequivalence studies (for

* Target Identification * Bioanalytical studies generics)

* Target Validation « DMPK studies * Bio-analytical and laboratory
. . . testing studies

* Lead Gerl.ere?t101.1 » Safety and toxicology studies  Data management and

* Lead Optimization « In vitro and vivo efficacy statistical analysis

* Disease Screening studies * Site management and patient

recruitment
* Registration services
* CMC services

Source: Frost & Sullivan Report
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Global and China-based CRO Market Size and Growth

Comparative Advantages of CRO Services

Drug development requires an experienced R&D team with expertise in broad scientific
disciplines, which leads to a gap in R&D capabilities and expertise between giant international
pharmaceutical companies which have abundant resource at disposal and domestic
pharmaceutical and biologics companies which have less ample resources and less experienced
staff.

CROs set out to bridge such a gap. With experienced professionals who are equipped with
a broad range of skill sets for drug R&D, CROs are capable of delivering high-quality outputs
to benefit the pharmaceutical and biotech companies and accelerate their drug development
process. In most cases, CROs stand at the forefront of the commercial application of
cutting-edge technologies. Although those technologies may be too expensive for smaller-sized
pharmaceutical companies to procure or develop for internal use, CROs, by leveraging the
large volume of business, could achieve economies of scale and afford those expensive,
newly-developed technologies. In addition, with the rich experience accumulated from serving
a variety of customers and catering to their particular needs, CROs are experienced partners to
large pharmaceutical companies that provide result-oriented services and are able to avoid
common mistakes in advance. Last but not least, outsourcing part or all of the R&D process
to CROs may help pharmaceutical companies to avoid the upfront sunk cost of abortive
projects. This adds significant value by reducing the costs and risks of R&D, in particular for
smaller-sized companies that can only wield limited resources, as the upfront sunk cost may be
prohibitively burdensome.

Global and China-based Pharmaceutical CRO Market

Pharmaceutical companies rely on CROs with strong project management and scientific
expertise, a specialized and experienced talent pool, innovative technologies and extensive
regulatory experience to manage complex projects to reduce R&D risks and costs, and
accelerate the development of safe and effective drugs.

- 132 -



INDUSTRY OVERVIEW

Global Pharmaceutical CRO Market and Breakdown by Discovery, Preclinical, and
Clinical Outsourcing Services, 2015-2024E

CAGR Discovery Preclinical Clinical Total
2015-2019 10.8% 7.9% 8.7% 9.0%
2019-2024E 9.6% 8.2% 8.9% 8.9%
96.0
87.7
80.1 20.4
Billion USD 731 187

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

m Discovery m Preclinical m Clinical
Source: Frost & Sullivan Report

China-based Pharmaceutical CRO Market and Breakdown by Discovery, Preclinical,
and Clinical Outsourcing Services, 2015-2024E

CAGR Discovery Preclinical Clinical Total
2015-2019 33.4% 20.3% 29.3% 27.3%
2019-2024E 26.0% 18.2% 30.0% 26.5%

Billion USD
17.0

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

m Discovery m Preclinical m Clinical

Source: Frost & Sullivan Report

Note: The services of our Company currently cover all key stages of the pharmaceutical R&D process, including
discovery, pre-clinical and clinical trial stages.
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The global and China-based pharmaceutical CRO markets have experienced significant
growth during 2015 to 2019 in terms of total revenues, with a CAGR of 9.0% and 27.3%,
respectively. The trend of fast growth is expected to continue with a similar pace for the next
four years. The growth of the global and China pharmaceutical CRO market is mainly driven
by the following factors.

. Increasing R&D expenditure. Increasing R&D expenditure stimulates drug
innovation, which increases the need of CROs. The Chinese government has been
encouraging R&D to drive the sustainable development of its healthcare market.
CROs benefit from the resulting favorable policies as pharmaceutical companies
continue to increase their R&D expenditure and outsource a broader range of their
R&D activities to leading CROs.

. Increasing complexity of R&D process. The R&D process has become more complex
due to a number of factors including (i) increasing number of large-scale
multi-regional clinical trials, (ii) more stringent regulations on R&D, (iii) more
innovative and complicated scientific methods used to address unmet medical needs
and (iv) the adoption of advanced technology in the R&D process. This has driven
more pharmaceutical companies to outsource more R&D activities to experienced
CROs with advanced technology.

. Cost saving and risk management initiatives. Pharmaceutical companies continue to
focus on managing costs and risks associated with their increasingly complex R&D
activities. Amid the increased competition for new drug development and lower
R&D yield, CROs help them efficiently and expertly manage R&D activities while

reducing costs and risks.

. Emerging biotechnology companies. Numerous biotechnology companies have
emerged, especially in China. Due to limited in-house resources and capabilities,
many of these emerging biotechnology companies rely extensively on third-party
service providers to navigate their complex R&D projects, generating additional
demands for CRO services.

. Favorable government policies in China. In an effort to promote pharmaceutical
innovation, China has undertaken a reform of its regulatory review and approval
system that covers the entire value chain of China’s pharmaceutical market, from
clinical trials, regulatory submission, manufacturing to medical insurance coverage.
The reform has led to more business opportunities for CROs specialized in
innovative drug development. As part of the reform, China has issued a variety of
favorable government policies to encourage the development of the pharmaceutical
CRO market, such as the 13th Five-Year Plan for International Outsourcing Service
Industry Development ( CBIFEMRSG SN E EGE R+ =1 Hi#]) ) published in
2017, which strives to optimize the structure of pharmaceutical and biotechnology
R&D outsourcing services and improve the overall service quality. Specifically,
pursuant to the Opinions of the State Council General Office on Carrying out
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Conformance Evaluation of the Quality and Efficacy of Generic Drugs ( <[BI%#5 ¢ #F
O\ BRI BH R 0 S SR R — B REE Y L) ) and  the Notice by the
General Office of the State Council of Issuing the Pilot Program of the Centralized
Procurement and Use of Drugs Organized by the State (< [B7T5 F¢ HF /A & B i ED 2%
HR ARG EE it B v PR AN (0 SR U7 YA ), drugs  passed the consistency
evaluation can be selected for procurement by the government in a centralized
manner, which will promote the development of bioequivalence services. Moreover,
the ongoing reforms on drug registration will promote the development on clinical
trial operation, drug registration and other pharmaceutical R&D services.

Industry and Competitive Landscapes of the U.S. CRO Market

The U.S. CRO market was predominated by a few multinational, leading CROs such as
IQVIA Holdings Inc., Syneos Health, Laboratory Corporation of America Holdings, PRA
Health Sciences and Charles River Laboratories in 2019. Same as China’s CRO market, the
U.S. CRO market also encompasses a broad range of CRO services including both pre-clinical
CRO services (which include drug safety assessment services as a major component) and
clinical CRO services.

The growth and development of the U.S. CRO market have been driven primarily by the
higher technical capability, quicker turnaround time, and increasing needs from emerging local
biotechnology companies and virtual pharmaceutical companies.

In recent years, the U.S. CRO market has experienced increasing market concentration
and consolidation through M&A activities. Notable M&A activities include the acquisition of
Covance, Inc. by Laboratory Corporation of America Holdings in 2015, which further
strengthened the latter’s CRO services capability and created the market leader in central

113

laboratory and bioanalysis services globally. See “— Competitive Landscape of Global
Non-clinical Drug Safety Assessment Market” for the respective market shares of the leading

U.S. players who have global operations.
PRE-CLINICAL CRO MARKET

The pre-clinical CRO services cover the development and breeding of research models,
pharmacokinetics, pharmacology and toxicology, safety assessment, biological analysis, and
analytical chemistry. The Measures for Drug Registration Management ( % 5h 5F i 5 ¥ ¥
%) ) stipulates that pre-clinical drug research should implement relevant management
regulations, among which safety assessment research must implement the Good Laboratory
Practice ( ZEY)FEER IR 70 - & & A H) ). Drug registration applicants can entrust part or
all of the work in the pre-clinical research to CROs, but they are responsible for the
authenticity of the research results that prove the safety, effectiveness and quality
controllability of the drug.
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Generally speaking, pre-clinical outsourcing services include the following professional
services: bioanalytical studies, safety & toxicology studies, DMPK studies and in vitro & in
vivo efficacy studies. There is a high willingness of sponsors of new drug candidates to
outsource pre-clinical stage R&D work to CROs, and the outsourcing penetration rate of safety
assessment is the highest among all drug R&D work. Due to the increasingly stringent criteria
for IND approvals in China, small-and medium-sized pharmaceutical companies typically
cannot carry out the pre-clinical evaluations entirely by themselves because of their lack of
experienced professionals and GLP certification.

Manufacturing

Drug Discovery

Bioanalytical Studies Safety & Toxicology Studies DMPK Studies

* Drug metabolism * Drug absorption .
« Bioavailability evaluation + Drug safety assessment * Drug distribution Mechamsm of drug
. . o . prevention and treatment
« Bioequivalence under GLP conditions * Drug metabolism .
o X of diseases.
« Pharmacokinetics * Drug excretion

Source: Frost & Sullivan Report

The following charts illustrate the market size of both global and China’s pre-clinical
CRO markets for the periods presented in terms of total revenues.

Global Preclinical CRO Market, 2015-2024E

Period CAGR
2015-2019 7.9%
2019-2024E 8.2%

Billion USD

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

Source: Frost & Sullivan Report
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China-based Preclinical CRO Market, 2015-2024E

Period CAGR
2015-2019 20.3%
2019-2024E 18.2%

Billion USD

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

Source: Frost & Sullivan Report

Growth Drivers of Global and China Pre-clinical CRO Market

In addition to the growth drivers of the overall pharmaceutical CRO market, the growth
of the pre-clinical CRO market is also attributable to the following factors.

. Surging R&D Investment in Pre-clinical Phase. Pharmaceutical R&D costs posed
huge burden to all pharmaceutical companies, especially to the start-up
biotechnology companies. Capitalized pre-clinical cost per approved drug resumed
a much higher rate of annual growth at 8.8% from 1990s to early 2010s, while the
growth rates for clinical period expenditures declined from the very high rates for
the previous study to 8.3%.

. Cost-cutting Measures. Pre-clinical CROs help pharmaceutical companies, in
particular small-and medium-sized players, improve capital efficiency by allowing
them to focus on their core scientific R&D strengths and avoiding risky and
significant capital investments in laboratories and equipment.

. Accession to ICH. China’s accession to International Conference on Harmonization
(ICH) in 2017 means that China’s drug regulatory authorities, the pharmaceutical
industry and R&D institutions must slowly adapt and adopt the highest international
professional standards and guidelines, and actively engage in formulating rules. The
higher standard requires a strict pre-clinical drug assessment trial, which directly

stimulates the pre-clinical outsourcing services industry.
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. MRCT Projects to Boost Pre-clinical Outsourcing Services. Implementation of
China’s multi-regional international clinical trial (MRCT) program will maximize
the use of scarce patient services and reduce the costs of R&D. The ever-improving
domestic regulatory climate will draw global pharmaceutical companies to actively
apply for clinical trials of new drugs in China. Since the clinical trial in China
requires professional pre-clinical studies, it is expected to further drive the demands
for high-quality domestic pre-clinical CRO services.

NON-CLINICAL DRUG SAFETY ASSESSMENT

As frequently used in the industry, non-clinical studies refer to R&D studies other than
clinical trials conducted on human subjects. Such non-clinical studies encompass all major
stages of the pharmaceutical R&D process, including discovery, pre-clinical and clinical trial
stages. The non-clinical drug safety assessment (“DSA”) provides safety data and serves the
basis for designing first-in-human (FIH) clinical trials of drug candidates.

Global and China Non-clinical Drug Safety Assessment Market Size and Growth

The global non-clinical DSA market in terms of total revenues was approximately US$3.4
billion in 2015, and increased to US$4.8 billion in 2019 with a CGAR at 9.4% from 2015 to
2019. The global non-clinical DSA market is expected to reach US$8.7 billion in 2024 with a
higher CAGR at 12.5%, from 2019 to 2024.

Market Size of Global Non-Clinical Drug Safety Assessment, 2015-2024E

Period CAGR
2015-2019 9.4%
2019-2024E 12.5%

Billion USD

2015 2016 2017 2018 2019  2020E  2021E  2022E  2023E  2024E
Source: Frost & Sullivan Report

The China-based non-clinical DSA market in terms of total revenues was approximately
US$138.0 million in 2015 and grew to US$415.7 million in 2019 with a much higher CAGR
at 31.7% as compared to the CAGR of the global market. The China-based non-clinical DSA
market is expected to keep the rapid growth in the next five years to reach US$1,967.1 million
in 2024 with a CAGR at 36.5%.
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Market Size of China Non-Clinical Drug Safety Assessment, 2015-2024E

Period CAGR
2015-2019 31.7%
2019-2024E 36.5%

Million USD

2015 2016 2017 2018 2019 2020E  2021E  2022E  2023E  2024E
Source: Frost & Sullivan Report

Overview and Comparison of GLP Systems

GLPs set forth the minimum basic requirements for the conduct of in vivo or in vitro
experiments in which a test article is studied prospectively in a test system under laboratory
conditions to determine its safety. In various jurisdictions, while there are minor differences,
GLPs typically impose similar requirements on institutional structure, personnel, facilities,
equipment maintenance & calibration, and use and preservation of experimental materials
(reagents and research models).

| | china\mpa) U.S. (FDA) E.U. (OECD)

Applicable Additives, drugs, medical Drugs, pesticide and
S Drugs for human diseases devices, biological and cosmetic products, additives,
LOBS electronic product and industrial chemicals
Certificate is issued when No certificate is issued Certificate is issued when
. . passing the inspection Regular inspection once passing the inspection
Qualification Regular inspection once every 2 years and there will Regular inspection once
every 3 years be random inspection every 2-3 years
Standard QAU and institutional Institutional manager should
Operating manager should both No requirement QAU s}i‘gglrg\r,:aisrg;; coni
pies
Procedures ERDICIEERES of SOPs

Source: Frost & Sullivan Report

In China, a non-clinical DSA research institution obtains GLP certification from the
NMPA only if the NMPA is satisfied with its inspection of the DSA institution on the
organization and management system, personnel, experimental facilities, equipment, and
operation and management of projects.

As of the date of the latest announcement of drug GLP certificate by NMPA, there were
30 CROs with the NMPA GLP certification, and we were one of the only two CROs in China
that had obtained the NMPA certificate to carry out all 10 types of drug GLP studies that are
permitted to be conducted by commercial CROs, according to Frost & Sullivan. In addition,

- 139 -



INDUSTRY OVERVIEW

according to Frost & Sullivan, we are one of the only six private CROs in China with the
NMPA and OECD certification and also had passed the FDA GLP inspection as of the Latest
Practicable Date. With the recognition of these regulatory authorities, we are among the very
few CROs in China that are capable of assisting customers to file IND applications in all major
overseas markets such as the United States.

Entry Barriers of Non-clinical Drug Safety Assessment
The entry barriers to non-clinical DSA are mainly as follows.

. GLP certification & recognition. Across most countries, there are stringent
qualification requirements for conducting DSA studies. For one, typically
organizations are not allowed to conduct DSA if they do not have the GLP
certification. It is time-consuming and costly to obtain GLP certification or pass
GLP inspections because it typically requires assembling qualified management and
operations teams, conducting extensive trainings and making significant capital
investments to upgrade relevant facilities and equipment.

. Scientific and technical expertise. The leading DSA organizations have wide
research scope around the pre-clinical spectrum of capabilities. Many of these DSA
companies also own premier solutions in the fastest expanding drug discovery
fields, including oncology, CNS, immunology, cell & gene therapy, and rare
diseases. In addition, comprehensive inhalation toxicology, ophthalmics,
immunogenicity and immunotoxicology, and carcinogenicity experience can also
build a barrier for new entrants. Aside from scientific capabilities, the leading DSA
organizations harbor a deep pool of operations personnel with crucial know-how and
practical expertise accumulated during the long-time, first-hand project experience
to successfully carry out high-quality DSA studies.

. International service capabilities. GLPs in different countries usually impose
similar requirements on laboratory personnel, equipment, and facilities. However,
different organizations also impose their unique requirements for GLP certification.
To participate in multi-region drug development process, an increasing common
practice, a non-clinical DSA institution needs to obtain multiple GLP certification or
recognition, which creates an entry barrier for potential entrants.

. Operational excellence. Leading non-clinical DSA organizations, through
cooperation and process development, are able to provide a streamlined and scalable
end-to-end DSA platform. Operation excellence will achieve greater operational
efficiencies and process efficiency by leveraging its scale and wide portfolio to
facilitate hand-offs from site to site, and from business to business.
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Growth Drivers of Non-clinical Drug Safety Assessment Market

The growth drivers of non-clinical DSA market are mainly as follows.

. Growing innovative drugs market. The pharmaceutical industry in China is in a
strategic transformation period from generic to innovative drugs, and the innovative
drugs market is showing a good trend in growth. Innovative drugs require
non-clinical safety assessment as opposed to generic drugs and biosimilars. And as
formulations of the innovative drugs expand, so will the scope of unconventional
routes of administration, such as special routes of administration through the eyes,
ears and nasal cavity. Non-clinical DSA service providers hence need to develop
more capability for evaluating drug safety. The expansion of relevant services would
become a key driving force for the non-clinical DSA industry.

. Growing biologics market. Biologics hold outstanding therapeutic results on a
variety of medical conditions including cancer and chronic diseases. The biologics
market in China is rapidly expanding with a CAGR outpacing the total
pharmaceutical market. Biologics have particularity and complexity due to special
structures and properties, especially cell and gene therapies. Thus, conventional and
common non-clinical DSA for chemical drugs may not completely applicable to
biologics. For example, non-clinical DSA for gene and cell therapy includes the
evaluation of single and repetitive dose toxicity test, immunogenicity test, and other

evaluation types.

. Standardization of approval process and increased efficiency. The China
government has published several regulation policies to further standardize the
Investigational New Drug approval processes. With the issue of detailed guiding
principles on non-clinical drug safety assessment of therapeutic and preventive
biologics, the China non-clinical drug safety assessment is becoming increasingly
stringent, conforming to the international standards of International Conference on
Harmonization. As a result, the overall efficiency of the non-clinical drug safety

assessment process has been improving over the years.
Future Trends of Non-clinical Drug Safety Assessment Industry
The following trends are important to the development of non-clinical DSA industry.
. Synergistic effects. As a non-clinical DSA organization performs its pre-clinical
evaluation on a drug candidate, it accumulates institutional experience and
knowledge on the candidate and stands in a better position to design and analyze the

subsequent clinical studies. By providing clinical R&D services, the DSA
organization provide compelling value propositions to customers by offering them
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a seamless one-stop experience to reduce various transactional costs. In addition, the
DSA organization may thus achieve better synergistic results by harmonizing the
R&D process and leveraging its institutional knowledge and experience with the test
drug candidate.

. Value-added services. The professional team has a deep understanding of the
potential drug’s characteristics, safety risks and hazards. It thus can provide insights
to customers for conducting DSA, including comprehensive drug evaluation and
follow-up research and development suggestions. Such supplemental insights can

effectively help businesses to establish good customer relationships.

. Digitalization and data analytics. Scientific data are the core of non-clinical DSA
business. IT security and data processing software will continue to improve
continuously to enable globalized databases and data analysis. A fully virtualized
platform will be launched for customers to bring a better user experience, ranging
from sales quotations to study design and monitoring to data warehousing, analytics,
and visualization tools.

. Industry consolidation. In China, only a few leading CROs with the strong
capability to provide integrated services in accordance with international standards
are positioned to drive the development of the industry. It is becoming increasingly
difficult for smaller market players to gain market share through working on
increasingly complex projects for major customers. Therefore, the non-clinical DSA
industry is expected to undergo consolidation in the future, with the leading players
expected to acquire smaller players in the industry.

THE CLINICAL CRO AND PHARMACOVIGILANCE MARKET

The Clinical CRO Market

The clinical CRO market mainly consists of (i) clinical trial operations, (ii) data
management and statistical analysis, and (iii) site management and patient recruitment

services.

As pharmaceutical R&D continues to globalize and China strengthens its quality control
since joining the ICH, China has attracted increasing number of global pharmaceutical and
biotech companies to conduct MRCTs in China with its access to large patient pool and
enormous unmet medical needs representing a potential market. In addition, regulatory reform
in recent years and the increased focus on quality and integrity of clinical trials has resulted
in an upward re-pricing in the clinical CRO market and in turn stimulated the market growth.

From 2015 to 2019, the total market size of China-based clinical CRO market increased
from US$1.3 billion to US$3.7 billion with a CAGR of 29.3%. The market size is expected to
continue growing to reach US$13.7 billion in 2024 with a CAGR of 30.0% for the period from
2019 to 2024.
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There is no significant barrier for pre-clinical CRO organizations to penetrate the
early-stage clinical CRO market, given the similar analytical methods and expertise required
to conduct research projects in both stages, as well as the closely-tracked objectives in
assessing the safety of drug candidates between pre-clinical and early-stage clinical studies. As
China’s clinical CRO market continues to expand, it is expected that an increasing number of
pre-clinical drug candidates will expand services into early-stage clinical trials, spurring the
growth of China’s early-stage clinical CRO market in the future.

China-based Clinical CRO Market, 2015-2024E

Period CAGR
2015-2019 29.3%
2019-2024E 30.0%

Billion USD

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

Source: Frost & Sullivan Report

In addition to the growth drivers of overall pharmaceutical CRO market, the growth of
China’s clinical CRO market is mainly driven by the following factors, of which the latter three
factors constitute growth drivers for Phase I and II clinical CRO market particularly.

. More stringent regulatory regime. China has been dedicated to strengthening the
integrity and quality management of clinical trials by conforming to global
standards, particularly since the NMPA mandate for self-inspection and audit for all
ongoing clinical trials in 2015. As a result, there has been an increasing demand for
clinical CROs with proven quality of services adhering to global standards.

. Demand for diversified and integrated services. Clinical development procedure in
China has become more complex and involves diversified cross-disciplinary work.
This generates increasing demand for clinical CRO services, including clinical trial
operation, data management and statistical analysis, site management and patient
recruitment, and other related service (including medical imaging) throughout the
clinical development process.

. Increasing investment in innovative drugs. Increasing investments in innovative
drugs have incentivized the research and development of innovative drugs, which
brings more business opportunities to clinical CROs as more innovative drug
candidates have advanced into clinical stage.
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. Opportunities arising from numerous expirations of biologics patents. The
expirations of patents of certain milestone innovative drugs patents are likely to
drive additional R&D investments in the development of innovative drugs, which in
turn is expected to generate increasing demands for services provided by clinical
CROs. In addition, the expirations of existing patents are expected to bring more
business opportunities in the generic drug and biosimilar market in China.

. Increasing cross-border opportunities. After China became a member of ICH in
2017, China has been updating and conforming its regulatory standards to global
standards, which enables more cross-border collaboration. The Chinese government
has also been encouraging the import of high-quality drugs, especially those that
address unmet medical demands in China. These initiatives have brought more
MRCTs and early stage clinical projects initiated by multinational pharmaceutical
companies to China. Many of these companies and projects rely on China-based
clinical CROs with high-quality clinical CRO services and deep insights into the

regulatory environment in China.
Pharmacovigilance Market

Pharmacovigilance encompasses the identification, evaluation, analysis, prevention and
other related drug safety and monitoring evaluations carried out during the different stages of
drug development and marketing. Pharmacovigilance encompasses the entire drug life cycle.
The scope of pharmacovigilance includes, but not limited to, adverse drug reactions, substance

misuse, lack of product efficacy and drug-drug interactions.

Compared to the emerging pharmacovigilance market in China, the U.S.
pharmacovigilance market is much more developed with an estimated US$1.5 billion market
size in 2019. The increased prevalence of chronic diseases such as oncological diseases,
diabetes, and cardiovascular and respiratory disorders has led to an increase in drug
consumption worldwide. Pharmacovigilance is therefore a crucial component of the R&D and
post-approval monitoring process for drugs used for those diseases. In connection with the
growing demand for pharmacovigilance services, market players have been adopting advanced
technology systems and applications to achieve a more automated and effective

pharmacovigilance process.

The pharmacovigilance industry in China is still at its early stages of development.
Currently, the pharmacovigilance system has been preliminarily established in China with an
expanding network at the national, provincial, municipal, and county levels. China’s
pharmacovigilance market size in terms of total revenues increased from approximately
US$8.9 million in 2015 to US$28.7 million in 2019, at a CAGR of 34.1%, and is expected to
surge to US$302.9 million in 2024, representing a CAGR of 60.3% from 2019 to 2024.
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Market Size of China-based Pharmacovigilance Services, 2015-2024E

Period CAGR
2015-2019 34.1%
2019-2024E 60.3%

Million USD

116.9

10.6
2015 2016 2017 2018 2019 2020E  2021E  2022E  2023E  2024E

Source: Frost & Sullivan Report

RESEARCH MODELS MARKET

Research models thus play a critical role in the non-clinical DSA. It is vital to test drug
candidates on research models in order to complete pharmacological and toxicological studies
before they are tested on humans, in order to ensure the safety of the drug candidates. The main
products of the research models industry include dozens of animal species such as rats, mice,
dogs, rabbits, guinea pigs and non-human primates. Among them, non-human primates are
most homologous to humans and are particularly useful in the evaluation of certain types of
macro-molecule drug candidates such as biologics and cell and gene therapies. Therefore,
non-human primates have been the key materials in biomedicine research and development for
animal replacement research.

Global and China Research Models Market Size and Growth
The global research models market increased from approximately US$10.8 billion in
2015 to US$14.6 billion in 2019, representing a CAGR of 7.8% from 2015 to 2019, and is

expected to further increase to approximately US$22.6 billion in 2024, representing a CAGR
of 9.2% from 2019 to 2024.
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Historical and Forecast of Market Size of Global Research Models, 2015-2024E

Period CAGR
2015-2019 7.8%
2019-2024E 9.2%

Billion USD

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

Source: Frost & Sullivan Report

The research models market in China is at a relatively early stage of development. The

market size in terms of total revenues increased from approximately US$0.2 billion in 2015 to
US$0.4 billion in 2019, representing a CAGR of 16.9% from 2015 to 2019. It is expected to
further increase to approximately US$1.5 billion in 2024, representing a CAGR of 28.1% from

2019 to 2024.

Historical and Forecast of Market Size of China Research Models, 2015-2024E

Period CAGR

2015-2019 16.9%
2019-2024E 28.1%

Billion USD

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

Source: Frost & Sullivan Report
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Major Suppliers and Historical Price Trend of Non-Human Primate Research Models in
China

Non-human primate research models are increasingly used in the R&D of biologics,
especially in relation to research projects of the preventive biologics, which makes non-human
primate research models important strategic resources in China. The PRC government has
issued administrative notices and regulations to strengthen its supervision on the supply of
non-human primate research models. During the Track Record Period and as of the Latest
Practicable Date, non-human primate research model suppliers were only allowed to sell a
limited number of non-human primate research models in accordance with the annual quota
determined by the National Forestry and Grassland Administration (B ZMFEMFJ5JS). Even
though the total number of non-human primate research models that are permitted to be sold
annually has been increasing over the years, the demand for non-human primate research
models still exceeds the limited supply in China.

The following diagram illustrates the historical price trends of the particular species of
non-human primate research models that we primarily used for our non-clinical studies during
the Track Record Period. The unit price had been continuously increasing since 2017. The
average market price of such non-human primate research models increased from
approximately RMB13,800 per unit in 2017 to RMB16,000 per unit in 2018 and further
increased by 31.2% to RMB21,000 per unit in 2019. During the COVID-19 outbreak, there was
a large demand for non-human primate research models in the first half of 2020 for the
assessment of preventive biologics such as vaccines and antibodies against COVID-19, which
directly drove up the average market price of non-human primate research models by 100.0%
to RMB42,000 per unit in the nine months ended September 30, 2020. During the Track Record
Period, our costs in connection with procuring non-human primate research models increased
to a lesser extent as compared to the increase in the average unit price in the industry
attributable to our entry into long-term purchase contracts with some of our suppliers of
non-human primate research models, coupled with our bargaining power arising from our large
volume of purchase and our long-term relationships with such suppliers.

Historical Price of Non-human Primate Research Models, 2017-September 2020
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Source: Frost & Sullivan Report
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Given the market regulations imposed by the PRC government and the outlook that the
demand for non-human primate research models will further grow in the next few years due to
the increasing number of R&D projects on biologics, the market price of non-human primate
research models is expected to further increase steadily in the near future, according to Frost
& Sullivan.

Non-human primates have a relatively long lifespan with an average of 25 years and could
reach 40 years in captivity. As a result, the aging process of non-human primate research
models could better approximate the age-related changes in humans as compared that of other
shorter-lived research models. Non-human primates are usually reused in the research studies
when the non-human primates have been treated by mild procedures with no lasting
side-effects. Non-human primates can also be used as negative controls for their entire life.

Major Suppliers and Historical Price Trend of Other Commonly Used Research Models
in China

Rodent research models are currently the most commonly used research models in China.
The historical prices of the mostly used four types of rodent research models remained
relatively stable during the Track Record Period and are expected to continue to remain
relatively stable in the near future, according to Frost & Sullivan.

Historical Price of Major Rodent Research Models, 2017-September 2020
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Source: Frost & Sullivan Report
COMPETITIVE LANDSCAPE IN OUR INDUSTRY
Competitive Landscape of the Global Non-clinical Drug Safety Assessment Market

The global non-clinical DSA industry is led by two U.S. based global players with
dominant market shares in the United States and other overseas markets, followed by a large
number of much smaller players focused on different geographic markets and service offering
segments.
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Competitive Landscape of China-based Non-clinical Drug Safety Assessment Market

The China-based non-clinical DSA industry is relatively concentrated with the top six

players accounting for 41.9% of the market share in terms of total revenues in 2019, followed

by a large number of much smaller players in regional markets. It is expected that, similar to

the U.S. non-clinical DSA market, China-based non-clinical DSA market will undergo a

gradual process of consolidation whereby the leading players will continue to acquire smaller

players to further gain market shares. We are the largest market player and ranked the first in

the China-based non-clinical DSA market in terms of market share by total revenues in 2019.

Market
Share in

Rank Company Revenues 2019

Key Capacities and
Service Offerings

(in million

US$)

1.... Our Group 65.5

2.... Company A 41.1

3.... Company B 21.3
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(%)

15.7 We are a CRO focused on non-

clinical studies in drug safety
assessment, expanding to offer an
integrated range of services
covering discovery, pre-clinical
and clinical trial stages in the
drug R&D service chain.

9.9 Company A is an HKSE-listed

5.1

company that provides end-to-end
research and manufacturing
services throughout the discovery,
development and manufacturing
spectrum for small molecule
drugs. It also provides
development and manufacturing
services for cell and gene
therapies as well as testing

services for medical devices.

Company B provides pre-clinical

GLP drug safety and efficacy
valuation and is capable of
supporting dual IND applications
both in China and in the United
States.
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Market
Share in Key Capacities and
Rank Company Revenues 2019 Service Offerings

(in million
US$) (%)

4.... Company C 17.8 4.3 Company C is a Shanghai Stock
Exchange-listed company that
provides services spanning across
medicinal chemistry, biology, API
synthesis, CMC and preclinical
studies. It is capable of
supporting dual IND filings in
China and the United States.

5.... Company D 14.5 3.5 Company D provides services
including non-clinical safety
assessment and DMPK studies,
pre-clinical and clinical sample
analysis, biomarker detection and

regulatory consulting service.

6.... Company E 13.9 3.3 Company E is a Shenzhen Stock
Exchange and HKSE dual-listed
company that provides services in
drug discovery, pre-clinical and
early clinical-stage development.
It has also been expanding its
service portfolio to include late
clinical-stage development and
commercial manufacturing.

Source: Frost & Sullivan Report
Notes:
(1)  Exchange Rate: 1USD=6.9098RMB.

(2)  Frost & Sullivan has conducted surveys and analyses to estimate revenue data of companies that do not
publicly report their respective revenues for purposes of this marketing ranking analysis.
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PRINCIPAL LAWS AND REGULATIONS RELATING TO OUR BUSINESSES IN
THE PRC

Regulations on Drug Research and Development & Registration
Research and Development of New Drugs

Pursuant to the Drug Administration Law of the PRC ( 3 A R LA 28 i 45 3 L) )
which was promulgated by the Standing Committee of the NPC (the “NPCSC”) on September
20, 1984, became effective on July 1, 1985 and amended on February 28, 2001, December 28,
2013, April 24, 2015 and August 26, 2019, respectively, for clinical trials on pharmaceuticals,
relevant data, information and samples such as development methods, quality indicators, and
pharmacological and toxicological testing results shall be truthfully submitted to in accordance
with the rules of the medical products supervisory and administrative department under the
State Council and be subject to its approval. Pharmaceuticals marketed in China shall be
approved by the medical products supervisory and administrative under the State Council and
be with a pharmaceutical registration certificate. The institutions for non-clinical safety
evaluation and study and clinical trial organizations shall respectively implement the Good
Laboratory Practice for Non-Clinical Laboratory Studies (the “GLP (2017)”) ( CHEY) IE R R F
5B PR ) ), which came into effect on September 1, 2017 and Good Clinical Practice
for Drugs (the “GCP (2020)”) ( <ZEYERH KU E = BB ), which came into effect on
September 1, 2003 and amended on April 23, 2020.

Pursuant to the Regulations of Implementation of the Drug Administration Laws of the
PRC ( (¥ A\ RS0 B0 45 i A5 3 DRI 19]) ) which was promulgated by the State Council
on August 4, 2002, came into effect on September 15, 2002 and amended on February 6, 2016
and March 2, 2019, respectively, research and development of new drugs that require clinical
trials shall be approved by the medical products supervisory and administrative department
under the State Council. The applicant shall, upon obtaining the approval of the application for
clinical trial of the drug from the medical products supervisory and administrative department
under the State Council, choose an institution among those institutions that are qualified for
conducting clinical trials of drugs in accordance with the laws to undertake the clinical trial of
the drug, and shall file such institution to undertake such clinical trial with the medical
products supervisory and administrative department under the State Council and the
administrative department of public health under the State Council. Before clinical trials for
drugs to be conducted by institutions that will undertake such clinical trials, the subjects and
their guardians shall be informed of the facts and their written consents shall be obtained.

Drug registration

Pursuant to the Measures for the Administration of Drug Registration (2020) ( Z&/f 5%
48 B B2 (2020)) ) (Order No. 27 of the State Administration for Market Regulation (the
“SAMR”)) promulgated by the SAMR on January 22, 2020 and effective on July 1, 2020, the
measures shall apply to those engaging in drug development and registration as well as the
supervision and management thereof for the purpose of the marketing of drugs within the
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territory of the PRC. Drug registration refers to an activity where an applicant for drug
registration submits an application for drug clinical trial, marketing authorization and
re-registration, among others, as well as supplementary application as per legal procedures and
in line with relevant requirements, and the medical products administration conducts
examinations in terms of safety, efficacy and quality controllability, etc. based on laws,
regulations and existing scientific cognition to decide whether to approve the application. Drug
registration shall be subject to classified registration administration in terms of traditional
Chinese medicines, chemical drugs and biological products, etc.

In the process of drug registration, the drug supervisory and administrative department
shall carry out on-site inspections and complaint-driven inspections on non-clinical research
and clinical trials and production site inspection before granting the drug marketing approval
to ensure the authenticity, accuracy and integrity of application materials.

If an applicant entrusts another institution with drug researches or single experiment,
testing or pilot manufacture of drug samples, it shall execute a contract with the entrusted
party, and state such entrustment in the registration application. The applicant shall be
responsible for the authenticity of the research data stated in the application materials.

The drug regulatory department may request the applicant or the drug research institution
undertaking the drug experiments to repeat the experiments regarding the project, methods and
data based on the application data. It may also entrust a drug testing institution or other drug
research institutions to repeat the experiment or conduct methodological verification.

Pursuant to the Announcement on Several Policies Pertaining to the Review and Approval
of Drug Registration ( CBHAEEM 5E M FEAFHA TEORMAE) ) (Announcement [2015]
No. 230 of the CFDA) promulgated by CFDA on November 11, 2015 and effective on the same
date, in order to improve the quality and efficiency for the review and approval of drugs, the
drug supervisory and administrative department adopts drug registration, review and approval
policies, such as improving the approval standards for generic drugs, standardizing the review
and approval of improved new drugs and optimizing the review and approval of clinical trial
applications, and sets out ten key points to be applied in the process of reviewing and
approving drug applications and clinical trials, with an emphasis on the accuracy of clinical
trial data and drug effectiveness.

In addition to the above usual regulations for registering drugs, there are the following
domestic regulations for the special approval for registering drugs:

Pursuant to the Procedures of the Special Examination and Approval of Drugs ( Z& %
AL ) ) (Order No. 21 of the SFDA) promulgated by the SFDA on November 18, 2005
and effective on the same date, where the listed exceptional circumstances arise, the drug
supervisory and administrative department of the state may decide to follow the present

Procedures to conduct special examination and approval on the prophylaxis drugs needed in
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responding to a public health emergency in accordance with the law. The duration for special
examination and approval is significantly reduced in comparison with that of the usual
examination and approval for drug registration.

Pursuant to the Notice on Management Procedures in Issuing Exceptional Approval on
New Drugs Registration ( Bl E 8887 & 5E 5 PR 41 A8 BRLE 1978 0) ) (Notice [2009] No.
17 of the SFDA) promulgated by SFDA on January 7, 2009 and effective on the same date, the
drug supervisory and administrative department of the State shall conduct special examination
and approval for applications for new drug registration under the exceptional circumstances
listed in the then effective Measures for the Administration of Drug Registration (2007), which
was issued by the SFDA on July 10, 2007. The said department shall, according to the
applicant’s application, offer priority processing to applications that verifiably fulfill the listed
exceptional circumstances, in addition to enhanced communication and interaction with the
applicant.

According to the Opinions on Encouraging the Prioritized Evaluation and Approval for
Drug Innovations ( CE7AEENEE S QBT EATE LR FEMIE ) ) promulgated by the
NMPA on December 21, 2017, for new drugs which are developed for severe, life-threatening
diseases currently lacking effective treatment and have great significance for meeting clinical
needs, if, based on early-stage clinical trial data, the clinical benefits of such drugs can be
reasonably predicted or decided and such drugs have distinctive advantages as compared with
existing treatments, such new drugs may obtain a conditional approval for marketing before the
completion of Phase III clinical trials undertaken to confirm its therapeutic effectiveness.

Pursuant to the Announcement on Issues Pertaining to the Review and Approval of
Overseas New Drugs Catering to Clinical Urgent Needs ( B 7 i /K 575 58 4 Mo 8 35 5E 2 41 AH
BHEMAE) ) (Announcement [2018] No. 79 of by the NMPA) jointly issued by the NMPA
and National Health Commission of China on October 23, 2018, new drugs that have been
marketed in the United States, European Union or Japan within the last ten years but not
marketed in China, provided that they are drugs for treatment of orphan diseases, drugs for
prevention and cure of serious life-threatening diseases against which no effective therapeutic
or preventional instrument is available to date, or drugs for prevention and cure of serious
life-threatening diseases with obvious clinical advantages, an application can be made for
review and approval of import and registration through special channels.

On July 7, 2020, the NMPA issued the Announcement on the Release of Three Documents
including the Procedures for the Evaluation of Breakthrough Therapeutic Drugs (Trial) ( <P
T B A < BN BRAED) 3 W TARRE P GlAT)>5F =B SCIF A4 ) ) together  with  three
attachments including the Procedures for the Evaluation of Breakthrough Therapeutic Drugs
(Trial) ( CZEWMIRPRED T LIERTF(1T)) ), Procedures for the Evaluation and
Approval of the Listing Application for Conditional Approval of Drugs (Trial) ( <25 F e/
HEUME BT I EEFERE et TAEFEF(i{17)) ) and Procedures for Prioritized Evaluation and
Approval for Drug Marketing (Trial) ( CZ&5h b #F rl e &R it TAER ¥ 17)) ), which
among others, allow the applicant to apply for the breakthrough therapy drug procedure during
the phase I and II clinical trials and normally no later than the commencement of phase III
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clinical trials for the innovative or improved drugs etc. which are used for the prevention and
treatment of diseases that seriously endanger life or seriously affect quality of life and there
is no effective means of prevention and treatment or there is sufficient evidence to show a
significant clinical advantage over the existing treatments. In addition, when applying for the
marketing license of a drug, for the drugs with obvious clinical value, the applicant can apply
for the prior evaluation and approval procedure.

Medical devices

Pursuant to Measures for the Administration of Medical Devices ( (B a5 T 45 B 3
%) ) promulgated by the SFDA on April 5, 2000 and amended on August 9, 2004 and July 30,
2014 respectively, whoever sells or uses medical devices within the territory of the PRC shall
apply for registration or undergo recordation in accordance with these Measures. Medical
devices of Class I are subject to recordation administration and require no clinical trials.
Medical devices of Class II and Class III are subject to registration administration and require
clinical trials. Clinical trial is not required under certain circumstances. The catalogue of
medical devices for which clinical trial is not required shall be formulated, amended and
published by the CFDA.

Pursuant to the Opinions of the State Council on Reform of the System of Evaluation,
Review and Approval of Drugs and Medical Devices ( <[EI755 B B i it 5 25 i B8 e i 85 o1 2%
HEHIEME L) ) (Guofa [2015] No. 44) issued by the State Council on August 9, 2015 and
effective on the same date, in order to encourage the research, development and innovation of
medical devices, priority processing shall be given to registration application for innovative
medical devices that consist of the core technology invention patent and are of major clinical
value; they shall be listed into the scope of special review and approval by the relevant
regulatory departments and shall be handled before other applications.

Pursuant to the Regulations on the Supervision and Administration of Medical Equipment
( CEPEAA B A TR BI) ) (Order No. 276 of the State Council) promulgated by the State
Council on January 4, 2000 and amended on March 7, 2014 and May 4, 2017, respectively,
classification administration is imposed on medical devices according to their risk levels.
Medical devices of Class I are subject to recordation administration and require no clinical
trials. Applications for registration of medical devices of Class II and Class III require clinical
trials except under certain circumstances. The catalogue of medical devices that are exempt
from clinical trials will be formulated, adjusted and made public by the CFDA. Clinical trial
on medical devices shall be conducted by organization that possess relevant qualifications as
required by the good clinical practice for medical devices and shall be filed with the drug
supervisory and administrative department under the people’s government of the province,
autonomous region or municipality where the clinical trial provider is located.

Pursuant to the Opinions on Deepening the Reform of the Evaluation and Approval
Systems and Encouraging Innovation on Drugs and Medical Devices ( B A GRAL 25 5F 241 il
JEE DA 4 B R RRIE 1 L) ) (Tingzi [2017] No. 42) jointly issued by the General
Office of the State Council and the General Office of the Central Committee of the Chinese
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Communist Party on October 8, 2017, for purposes of promoting structural adjustment and
technology innovation in drug and medical device industries and improving industrial
competitiveness, the State will deepen the reform of the evaluation and approval systems by
various measures including the followings: a qualified body for clinical trials may, upon
making registration and recordation on the website designated by the food and drug regulation
department, conduct clinical trials as entrusted by registration applicants of drugs or medical
devices; optimizing the approval procedures for clinical trials; accelerating the evaluation and
approval of drugs and medical devices much needed clinically; and supporting the research and
development of drugs and medical devices for treatment of rare diseases.

Pursuant to the Announcement on Issuing the Special Examination Procedures for Innovative
Medical Devices ( BH 350 BIHT B PR ae U I B A F2 /7 19295 ) ) (Announcement [2018]
No. 83 of the NMPA) issued by NMPA on November 2, 2018, a domestic applicant shall submit
an application for special examination and approval of an innovative medical device with the
local food and drug supervision and management authorities at provincial level. An overseas
applicant shall submit an application for special examination and approval of an innovative
medical device with NMPA. The drug supervision and management authorities and the relevant
technical agencies shall act within their respectively duties and procedures and on the
principles of early intervention, designated personnel and scientific examination to handle the
special examination of such innovative medical device before others in accordance with
standards and procedures no less exact than those for special examination of other items, in
addition to enhanced communication and interaction with the applicant.

Laboratory Regulations
Administration of Pathogenic Microorganism Laboratories

The PRC conducts multi-level management of all laboratories engaged in teaching,
testing, diagnosing and other activities related to bacterial and viral pathogen infection or
pathogenic microbial samples. Pursuant to the regulations on the Bio-safety Management of
Pathogenic Microbe Laboratories ( < FUMCZAE Y B B = A ) % 28 A ) (Order No. 424
of the State Council) issued by the State Council on November 12, 2004 and amended on
February 6, 2016 and March 19, 2018, respectively, the pathogenic microorganism laboratories
are classified into Bio-safety Level 1, Bio-safety Level 2, Bio-safety Level 3 and Bio-safety
Level 4 in accordance with its biosafety level for pathogenic microorganisms and the national
standards for the bio-safety. Laboratories at Bio-safety Level 1 and 2 are forbidden to conduct
experimental activities relating to any highly pathogenic microbes. Laboratories at Biosafety
Level 3 and 4 shall meet certain requirements to conduct experimental activities relating to any
highly pathogenic microbes. Newly building, rebuilding or expanding of Bio-safety Level 1 or
Level 2 laboratories shall go through the filing formalities with the relevant administrative
department of health or the administrative department of veterinary of the people’s
governments of the cities divided into districts. The laboratories of Bio-safety Level 3 and
Level 4 shall be subject to the state accreditation for laboratories. The founder of the laboratory
must establish a scientific and rigorous management system in accordance with relevant
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requirements and regularly inspect the implementation of bio-safety regulations. They shall
also regularly inspect, maintain and update the facilities, equipment and materials in the
laboratory to ensure that they are in compliance with national standards.

Pursuant to Guidelines for Clinical Trial Bioanalytical Laboratory Management (Interim)
( CEEMIRIR R A M RRAS 07 B B 3 P F (A7) ) (No. 482 [2011] of the SFDA) issued
by the SFDA on December 2, 2011 and effective on the same date, data analysis by the clinical
trial bioanalytical laboratory on drugs is an integral part of application for new drug
registration and a key basis of technical review on new drugs applied for registration by drug
supervisory and administrative departments. Accordingly, regulation on clinical trial
bioanalytical laboratory is an important part of regulation on clinical trial on drugs.
Laboratories that conduct bioanalytical activities for submitting the results to the drug
supervisory and administrative departments as the data for drug registration shall comply with
these Guidelines and be subject to supervision and inspection by the drug supervisory and

administrative departments.
Pre-clinical Studies
Non-clinical Research

The non-clinical safety assessment of drugs for marketing approval shall be conducted in
accordance with the GLP (2017). The NMPA promulgated the Administrative Measures for the
Certification of Good Laboratory Practices for Non-clinical Laboratory Studies ( <Z&% JF ifi )k
F 5% 5 PR R 3 A B HHA ) ) on April 16, 2007, which specifies the requirements for
institutions applying for GLP certification of non-clinical laboratory studies.

Animal Testing

According to the Regulations for the Administration of Affairs Concerning Experimental
Animals ( CEEREIYEHAH]) ) (No.2 of the State Science and Technology Commission)
promulgated by the State Science and Technology Commission on November 14, 1988 and
amended on January 8, 2011, July 18, 2013 and March 1, 2017 respectively by the State
Council, the Administration Measures on Good Practice of Experimental Animals ( CEBREh Y
B EE L) ) (Guokefacaizi [1997] No. 593) jointly promulgated by the State Science and
Technology Commission and the State Bureau of Quality and Technical Supervision on
December 11, 1997, and the Administrative Measures on the Certificate for Experimental
Animals (Trial) ( CEBRBIY) &l BIAHAGHAT)) ) (Guokefacaizi [2001] No. 545)
promulgated by the State Science and Technology Commission and other regulatory authorities
on December 5, 2001, performing experimentation on animals requires a Certificate for Use of
Laboratory Animals.

According to the Measures for the administration of the Domestication and Breeding

License of Wild Animals under Special State Protection ( {2 5 5 B P 58 B A5 B 1 I 25 FH 7
A REE FEHEL) ) promulgated by National Forestry Administration on January 9, 1991 and
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amended on April 30, 2015, any entity or individual must obtain a domestication and breeding
license of wild animals under special state protection before being engaged in the
domestication and breeding activities.

Consistency Evaluation of Generic Drugs

Pursuant to the Opinions on Carrying out Conformance Evaluation of the Quality and
Efficacy of Generic Drugs ( CRBA R BA Jp) e g B & AR — B RHE Y ) ) (Guobanfa
[2016] No. 8) by the General Office of the State Council on February 6, 2016, in order to
enhance the overall standard of the drug manufacture industry in the PRC and protect the safety
and effectiveness of drugs, etc., a consistency evaluation must be commenced where generic
drugs that are approved for sale prior to chemical drugs’ new registration categorization have
not been approved according to the principle consistent with the branded drugs’ quality and
curative effects.

Clinical Studies
Clinical trials on drugs

Pursuant to the Measures for the Administration of Drug Registration (2020), the Center
for Drug Evaluation of the NMPA (the “CDE”) shall be responsible for reviewing applications
for drug clinical trials, applications for marketing authorization, supplementary applications
and applications for re-registration of drugs manufactured overseas, among others. An
applicant that applies for a drug clinical trial after completion of the pharmaceutical,
pharmacological and toxicological research, etc., which support the drug clinical trial, shall
submit relevant research materials according to the requirements for application materials. The
application materials shall be accepted if they are deemed acceptable upon formal examination.
The CDE shall organize pharmaceutical, medical and other technicians to review the accepted
application for the drug clinical trial.

Pursuant to the GCP (2020), the GCP (2020) is a quality standard for the whole process
of clinical drug trials involving protocol design, organization and implementation, monitoring,
auditing, recording, analysis, summary and reporting. A trial protocol shall be distinct, explicit
and operable and may be executed only upon the consent of the ethics committee. An
investigator shall abide by the relevant trial protocol during a clinical trial, and each medical
judgment or clinical decision-making involved shall be made by clinicians. Researchers
participating in the implementation of a clinical trial shall have the corresponding education,
training background and relevant experience necessary to undertake the clinical trial. The
quality management system for clinical trials shall cover the whole process of a clinical trial
with emphasis on the protection of subjects, reliability of the trial results and compliance with
pertinent laws and regulations.

Pursuant to the Announcement on the Issuance of the Technical Guidelines for Accepting

Overseas Clinical Trial Data of Drugs (BRI {4232 85 5 55 4 il IR ol B8 S 1 6 il 45 25 i
HIfYE45) ) (Announcement [2018] No. 52 of CFDA) issued by CFDA on July 6, 2018, for
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drugs applied for registration within the territory of the PRC, overseas clinical trial data
submitted by the applicant may be accepted as the information for clinical evaluation. Such
overseas clinical trial data include but are not limited the applicant’s clinical trial data obtained
overseas through simultaneous R&D of innovative drugs at home and abroad. Fully evaluable
bioequivalence data for the R&D of generic drugs outside China can also be used for

registration applications.

Pursuant to the Announcement on Adjusting the Review & Approval Procedures of Drug
Clinical Trials ( CEFA 9% 2E 0 b Kl w3 LR )P A9 22 75) ) (Announcement [2018] No.
50 of NMPA) issued by NMPA on July 24, 2018, the matters related to the review and approval
of drug clinical trials shall be adjusted as follows: for applications of drug clinical trials in
China, an applicant can conduct the drug clinical trial as per the submitted protocols should the
Center for Drug Evaluation of the NMPA failed to issue an opinion of rejection or questioning
within 60 days as from its acceptance of the application and the receipt of corresponding
administrative fees. The Announcement on Issuing the Guidelines for General Considerations
for Clinical Trials on Drugs ( CRE A B A B B8 PR B 1) — 2% B35 B IR I 15 ) )
(Announcement [2017] No. 11) issued by NMPA on January 18, 2017 provides technical
guidelines for applicants and investigators in formulating overall research and development
plan of drugs and separate clinical trial and provides references for evaluation of the technical
standards of the drugs.

Pursuant to the Announcement on Issuing the Guidelines for Ethical Review Work of Drug
Clinical Trials ( BRI EPEEE il R mlBo fm P95 & TAER SR A AT) ) (Announcement
[2010]) (No. 436 of the SFDA) issued by SFDA on November 2, 2010, the ethics committee
shall carry out a review on the project of clinical trial on the drug to decide if it is rational in
terms of science and ethics, and shall be subject to guidance and supervision under the drug

supervisory and administrative departments.
Clinical trial on medical devices

On September 28, 2018, the NMPA promulgated the newly revised List of Medical
Devices Exempted from Clinical Trials (the “Exempted List”) ( CHRUA ST R B 1Y) B
#H#) ) (Notice [2018] No. 94 of the NMPA), which became effective on the date of
publication. The Exempted List consists two categories, namely the medical device products
and vitro diagnostic reagents, which cover 855 medical device products and 393 vitro
diagnostic reagents, respectively. Product components listed in the description of products
under the Exempted List which are managed separately as medical device with the expected
usage being identical to that under the product description in the Exempted List shall be
exempted from clinical trials. Products consisting of medical devices of Class I and medical
devices of Class II and Class III (which are exempted from clinical trials) are also exempted
from clinical trials, provided that their usage is not expanded. In December, 2019, the NMPA
promulgated Announcement on Promulgating Newly Supplemented and Revised List of
Medical Devices Exempted from Clinical Trials ( B8 3G FERT B9 S i HEA T B R sl Ba
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BRI H %7845 ) ) (Notice [2019] No. 91 of the NMPA), supplemented 148 medical
devices and 23 in vitro diagnostic reagents, and revised name and description of 48 medical
devices and 4 in vitro diagnostic reagents.

Pursuant to the Norms on the Quality Management for the Clinical Trials of Medical
Devices ( CBERER IR AR il 50 2 B M%) ) (Order No. 25 of CFDA and the National
Health and Family Planning Commission), which became effective on June 1, 2016, for
conducting clinical trials of medical devices, an applicant shall organize to formulate scientific
and reasonable clinical trials protocols based on the categories, risks and intended use of the
medical devices for the clinical study. Prior to the clinical trial, the applicant shall enter into
an agreement in writing with the clinical trial organization and researchers regarding matters
such as the design of the trial, quality control of the trial, division of responsibility in the trial,
fees to be borne by the applicant in relation to the clinical trial and principles in handling
potential harm in the trial.

Pursuant to the Announcement on Adjusting the Examination and Approval Procedures
for Clinical Trials of Medical Devices ( CBIA#H%E BRI KBRFMEF O LE) )
(Announcement [2019] No. 26 of the NMPA) promulgated by the NMPA on March 29, 2019,
a clinical trial may begin given there is no comment from the Center for Medical Device
Evaluation of the NMPA (including the notice of the experts consultation meeting and the
notice of supplementary information) within the 60 working days from the date on which the
application for approval of the clinical trial is accepted and the payment is made and the
contact information and postal address provided by the applicant are valid.

Other Laws and Regulations in relation to Medical Industry
Gathering, Collection and Filing of Human Genetic Resources

The Interim Measures for the Management of Human Genetic Resources ( { AJEEHE
TRAE B TTHEE) ) (Guobanfa No. 36 [1998]) promulgated by the General Office of the State
Council on June 10, 1998 set out rules for the protection and use of human genetic resources
in China. Pursuant to the Service Guide for Administrative Licensing of Gathering, Collection,
Deal, Export and Exit Approval of Human Genetic Resources of Human genetic resources
( CNBUBMECERRE - ik - BE - hi0 - MEFMATEET T FIERB1579) ) promulgated
by the Ministry of Science and Technology in July 2015 and the Notice on the Implementation
of the Administrative License for the Gathering, Collection, Deal, Export and Exit of Human
Genetic Resources ( (BN EME NSEHEFRFE - Ik - B8 - B0~ HIETEFFT 8
A1) ) promulgated by the Ministry of Science and Technology in August 2015, foreign
investment sponsors who gather and collect human genetic resources through clinical trials
should file a record with the China Human Genetic Resources Management Office through an
online system. The Ministry of Science and Technology promulgated the Notice on Optimizing
the Administrative Examination and Approval Process of Human Genetic Resources (€ [#it &
E NBUEEE R T BRI A) ) (No. 717 [2017] of the Ministry of Science and
Technology) in October 2017, which has simplified the approval process for the gathering and
collection of human genetic resources for the listing of drugs in China.
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Pursuant to the Regulations on the Management of Human Genetic Resources of the PRC
( (e AR FLANE N BUE &R HAEH]) ) (Order No. 717 of the State Council) issued by
the State Council on May 28, 2019 and effective on July 1, 2019, the state supports the rational
use of human genetic resources for scientific research, development of the biomedical industry,
improvement of diagnosis and treatment technology, improvement of China’s ability to
guarantee biosafety and improvement of the level of people’s health. Foreign organizations,
individuals and institutions established or actually controlled by them shall not gather or
preserve Chinese genetic resources in China, or provide Chinese genetic resources to foreign
countries. In addition, the gathering, preservation, utilization and external provision of Chinese
genetic resources shall conform to ethical principles and conduct ethical review in accordance
with relevant regulations.

OTHER PRINCIPAL LAWS AND REGULATIONS RELATING TO OUR BUSINESSES
IN THE PRC

Regulations on Import and Export of Goods
Import and export goods

Pursuant to the Provisions of Customs of the PRC on the Administration of Registration
of Customs Declaration Entities ( "3 A R IAN B A7 B B Bi A7 s B SO E B ) )
(Order No. 221 of the General Administration of Customs) issued by the General
Administration of Customs on March 13, 2014 and amended on December 20, 2017 and May
29, 2018, a customs declaration entity which provides customs declaration services shall
register with the customs office. The registration of customs declaration entities includes the
registration of customs declaration enterprises and the registration of the consignees or
consignors of imported and exported goods. A customs declaration enterprise may not provide
customs declaration services until it has obtained a registration license from the local customs
office directly under the General Administration of Customs or a subordinate customs office
authorized by it. A consignee or consignor of imported/exported goods may directly go through

the registration procedure at the local customs office.
Import and export of special articles

Pursuant to the Provisions on the Administration of the Health and Quarantine of
Entry/Exit Special Articles ( € ABEFFIRY) i A AR & HHMLE) ) (Order No. 160 of the
Administration of Quality Supervision, Inspection and Quarantine) issued by the
Administration of Quality Supervision, Inspection and Quarantine on January 21, 2015 and
amended on April 28, 2018, May 29, 2018 and November 23, 2018 respectively, the entry and
exit of microorganisms, human tissues, biological products, blood and its products, and other
special articles are subject to applicable supervision and administration of health and
quarantine. The local customs office directly under the General Administration of Customs
shall be responsible for the approval of health and quarantine of imported and exported special
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articles within their respective jurisdictions. The entity conducting import or export of special
articles shall establish safety management system for special articles, and shall produce, use or
sell the special articles in strict accordance with the purposes for the approval of such special
articles.

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

Pursuant to the Law of Environmental Impacts of the PRC ( {H#E A I [ BR 45 7 28
FHEE) ) which was effective on September 1, 2003 and amended on July 2, 2016 and
December 29, 2018, Regulations on the Administration of Construction Project Environmental
Protection ( (EEXIHHIREEIRFEEFMRH]) ) (Order No. 253 of the State Council) issued by
the State Council on November 29, 1998 and amended on July 16, 2017 and Measures for the
Administration of Environmental Protection Acceptance of Completed Construction Projects
( CEERRIEH % TIRIEMAERUCE BEFE) ) (Order No. 13 of the State Environmental
Protection Administration) promulgated by the State Environmental Protection Administration
on December 27, 2001 and amended on December 22, 2010, where effects may be exerted on
the environment after the implementation of construction projects, the construction enterprise
shall submit an environmental impact report (form) or environmental impact registration form
to the relevant environmental protection department. For a project where the preparation of
environmental impact report (form) is required by law, its environmental impact assessment
documents shall be approved by the relevant environmental protection department; otherwise
it shall not start the construction. After the construction project is completed, the construction
entity shall apply for environmental protection acceptance of the construction project and
prepare acceptance report pursuant to the standard and formality set by the environmental
protection authority.

Regulations on Pollution Permit and Drainage Permit

Pursuant to the Administrative Measures on Pollutant Emission Permits (Trial) ( <HEV5#F
A E L (RU1T)) ) (Order No. 48 of the Ministry of Environmental Protection) issued by the
Ministry of Environmental Protection on January 10, 2018 and amended on August 22, 2019,
enterprises, institutions and other producers and operators (the “pollutant discharge
enterprises”) that have been included in the Classification Management List for Fixed Source
Pollution Permits ([ & V5§ PET5 77 0] 73 814 3144 8%) shall apply for and obtain a discharge
permit in accordance with the prescribed time limit. The pollutant discharge enterprises that are
not included in the Classification Management List do not need to apply for a pollutant
discharge permit temporarily. The pollutant discharge enterprise shall hold a pollutant
discharge permit in accordance with the law and discharge pollutants in accordance with the
discharge permit.

Pursuant to the Notice of the General Office of the State Council on Issuing the
Implementation Plan for the Control of Pollutant Release Permit System (< [B75 B HF /A & B i
ENEEH2 )5 e 9 BE G vl ) B it 7 22 A0%8 1) ) (Guobanfa [2016] No. 81) promulgated by the
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General Office of the State Council on November 10, 2016 and the Classification Management
List for Fixed Source Pollution Permits (2019 Edition) ( <& & 75 4 VR PEV5 77 ] 40 K4S L4 Bk
(20194Fh)) ) (Order No. 11 of the Ministry of Ecology and Environment) promulgated by the
Ministry of Ecology and Environment on December 20, 2019, the state implements a focused
management and a simplification of emission permits based on the pollutant-discharging
enterprises and other manufacturing businesses’ amount of pollutants, emissions and the extent
of environmental damage. The manufacturing of drug substance and manufacturing dose for
chemical drugs are industries that shall obtain the discharge permit in accordance with the
prescribed time limit. The Ministry of Environmental Protection, which is later succeeded by
the Ministry of Ecology and Environment, shall be responsible for guiding the implementation
and the supervision of the National Sewage Permit system. The municipal environmental
protection department shall be responsible for issuing the Pollutant Discharge Permit in the
district where the pollutant discharging enterprise is located.

According to the Administrative Measures for the Permits for Discharge of Urban Sewage
into the Drainage Pipeline ( (3k&175/KPEAPEKEFFFAIEHHHL) ) (No. 21 [2015] of the
Ministry of Housing and Urban-Rural Development) issued by the Ministry of Housing and
Urban-Rural Development on January 22, 2015 and became effective on March 1, 2015, the
discharge of sewage from drainage facilities shall be subject to supervision and management.
Without a drainage permit, any entity engaged in industry, construction, catering, medical and
other activities shall not discharge sewage into urban drainage facilities.

Regulations on Labor and Employment

The Labor Contract Law of the PRC ( (¥ NRILFBELLE)GFE) ) which was
promulgated by NPCSC, became effective on January 1, 2008 and amended on December 28,
2012 and the Regulations on Implementation of the Labor Contract Law of the PRC ( {913
N RN 258 & R LBk ]) ) which was effective on September 18, 2008, provide for
the establishment of labor relationship between employing entities and workers, as well as the
concluding, performance, dissolution and revision of the labor contracts. To establish a labor
relationship, a written labor contract shall be signed. In the event that no written labor contract
is signed at the time when a labor relationship is established, such contract shall be signed
within one month as of the date when the employing entity employs the employee.

Pursuant to the Social Insurance Law of the PRC ( {"F3E N ERILAIE L& fRBzik) )
which was promulgated by the NPCSC, became effective on July 1, 2011 and amended on
December 29, 2018, Interim Regulations on Collection and Payment of Social Insurance
Premiums ( {FH&rORBRE S 1715 51) ) (Order No. 259 of the State Council) promulgated
by the State Council on January 22, 1999, effective on the same date and amended on March
24, 2019, Trial Measures for Enterprise Staff Maternity Insurance ( CASZERR LA B R BaataT
WEE) ) (No. 504 [1994] Ministry of Labor) promulgated by the Ministry of Labor on
December 14, 1994 and effective on January 1, 1995, Regulations on Work-Related Injury
Insurance ( (TAGPRBRPEPE]) ) (Order No. 375 of the State Council) promulgated by the State
Council on December 20, 2010, effective on January 1, 2004 and amended on December 20,
2010 and Regulations on Housing Provident Fund ( {ff/F A& E A ) (Order No. 262
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of the State Council) promulgated by the State Council on April 3, 1999 and amended on March
24, 2002 and March 24, 2019, employing entity must pay basic pension insurance,
unemployment insurance, basic medical insurance, work-related injury insurance, maternity
insurance and housing provident fund for its employees. If an employing entity fails to go
through the formalities or does not pay the full amount as scheduled, the relevant
administration department shall order it to make rectification or make up the payment within
the prescribed time limit. If the rectification for social insurance registration is not made within
the stipulated period, the employing entity shall be imposed a fine. If the payment for social
insurance premium is not made within the stipulated period, the relevant administration
department shall impose a fine on the employing entity. If an employing entity fails to
undertake payment and deposit registration of housing provident fund or fails to go through the
formalities of opening housing provident fund account for its employees by the expiration of
time limit, a fine shall be imposed. If an employing entity fails to make the payment and
deposit of the housing provident fund within the prescribed period, an application may be made

to the people’s court for compulsory enforcement.
Regulations on Safety Production Management

Pursuant to the Law on Work Safety of the PRC ( {3 A\ RILFIE %424 7L ) ) which
was effective on November 1, 2002 and amended on August 27, 2009 and August 31, 2014
respectively, enterprises engaged in production activities must strengthen safety production
management, establish and improve the responsibility system for safe production and ensure a
safe production environment. The state establishes and implements a system for the
accountability of production safety accidents. If the company fails to comply with the
provisions of the Law on Work Safety, the supervisory authority on production safety may issue
a rectification order, impose a fine, order the company to cease production and operation, or
revoke the relevant permit.

The R&D of new drugs entails the use of some hazardous chemicals, which shall be stored
and used in compliance with the applicable regulations. Pursuant to the Regulations on Safety
Management of Hazardous Chemicals ( {f@Rgfb 25 %2 HAEH]) ) (Order No. 344 of the
State Council) which was promulgated by the State Council on January 26, 2002, effective on
March 15, 2002 and amended on March 2, 2011 and December 7, 2013, respectively, the
production, storage, use, operation, and transportation of hazardous chemicals must be in
accordance with the safety management regulations. The hazardous chemical units shall oblige
to the safety conditions required by laws and administrative regulations and state and industry
standards, establish and improve safety management rules and post safety responsibility
systems, and provide safety education and legal education and occupation technical training for
employees. Employees should accept such education and training and may begin working only
after qualifying the relevant assessment. Where it requires employees to have certain
qualification to assume a post, an enterprise shall only designated employees having such
qualification to assume the post.
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Regulations on Foreign Investment

The Company will become a foreign-invested company limited by shares upon
completion of the Global Offering. Foreign investors in the PRC are subject to certain
restrictions regarding the types of industries they can invest in. The Special Administrative
Measures for the Access of Foreign Investment (the “Negative List”) ( <IN # & HEA Rl &
FHFE it (B TS ) (20204E0) ) ) was promulgated by the MOFCOM and the NDRC on June
23, 2020 and came into effect on July 23, 2020. The Negative List set out the restrictive
measures in a unified manner, such as the requirements on shareholding percentages and
management, for the access of foreign investments, and the industries that are prohibited for
foreign investment. The Negative List covers 12 industries, and any field not falling in the
Negative List shall be administered under the principle of equal treatment to domestic and

foreign investment.

In accordance with the Foreign Investment Law of the PRC ( *#e A\ R ALAINE 41 &
%) ) which was promulgated on March 15, 2019 and effective on January 1, 2020, it is
applicable to the investment activities in the PRC carried out directly or indirectly by foreign

natural persons, enterprises or other organizations.

Pursuant to the Measures for the Reporting of Foreign Investment Information ( {4MpE#%
& B A L) ) (Order No. 2 [2019] of the MOFCOM and the SAMR) promulgated by the
MOFCOM and the SAMR on December 30, 2019 and effective on January 1, 2020, a listed
foreign-funded company may, when the change of foreign investors’ shareholding ratio
accumulatively exceeds 5% or the foreign party’s controlling or relatively controlling status
changes, report the information on the modification of investors and the shares held by them.

Regulations on Overseas Investment

Pursuant to the Measures for the Administration of Overseas Investment ( {34/ % &S
FEHELD) ) (Order No. 3 [2014] of the MOFCOM) which was issued by the MOFCOM on
September 6, 2014 and became effective on October 6, 2014, the MOFCOM and the commerce
departments at provincial levels shall subject the overseas investment of enterprises to
recordation or confirmation management, depending on the actual circumstances of
investment. Overseas investment involving any sensitive country or region, or any sensitive
industry shall be subject to confirmation management. Overseas investment under other
circumstances shall be subject to recordation management.

Pursuant to the Measures for the Administration of Overseas Investment of Enterprises
( (BERAMEEE L) ) (Order No. 11 of the NDRC) which was issued by the NDRC on
December 26, 2017 and became effective on March 1, 2018, an enterprise in the territory of
the PRC (the “investor”) shall, in overseas investment, undergo the formalities for the
confirmation or recordation, among others, of an overseas investment project (the “project”),
report the relevant information, and cooperate in supervisory inspection. Sensitive projects
conducted by investors directly or through overseas enterprises controlled by them shall be
subject to confirmation management. Non-sensitive projects directly conducted by investors,
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namely, non-sensitive projects involving investors’ direct contribution of assets or rights and
interests or provision of financing or security, shall be subject to recordation management. The
aforementioned sensitive project means a project involving a sensitive country or region or a
sensitive industry. The NDRC promulgated the Catalogue of Sensitive Sectors for Outbound
Investment (2018 Edition) ( (BE/MZEHUEITZEH $k(20184FMR)) ), effective on March 1,
2018, to list the sensitive industries in detail.

Regulations on Intellectual Property
Software copyright

Pursuant to the Copyright Law of the PRC ( (3 AN RILFEE/ERHEL) ) which was
promulgated by the NPCSC on September 7, 1990 and amended on October 27, 2001 and
February 26, 2010, the copyright in a work shall belong to its author. Where a work is created
according to the intention and under the supervision and responsibility of a legal entity or
another organization, such legal entity or organization shall be the author of the work. Pursuant
to the Regulation on Computer Software Protection ( (FIH HEE /LR FEM 1) ) (Order No. 84
of the State Council) which was promulgated by the State Council on June 4, 1991, effective
on October 1, 1991 and amended on December 20, 2001, January 8, 2011 and January 30, 2013,
respectively, the software copyright shall arise from the date of completion of software
development. The protection period of the software copyright of a legal person or other entities
shall be 50 years, ending on December 31, of the fiftieth year after the first publication of the
software.

Patent

Pursuant to the Patent Law of the PRC ( (¥ ARILFBIEHFE) ) which was
promulgated by the NPCSC on March 12, 1984, effective on April 1, 1985 and amended on
September 4, 1992, August 25, 2000 and December 27, 2008, an invention or utility model for
which a patent is to be granted shall be novel, inventive and practically applicable. The China
National Intellectual Property Administration shall be responsible for accepting, examining
and approving applications for patents. The duration of an invention patent shall be twenty
years, and the duration of the patent for a utility model or design shall be ten years, counted
from the date of application. Unless under special circumstances prescribed by the law, a third
party shall only use such patents with the consent or permission of the patentee. Using such
patents would otherwise constitute an infringement on a patent right. In addition, Draft
Amendment to the Patent Law of the PRC ( (HFIEBEIELEEZ) ) was released in January
2019, and Second Draft Amendment to the PRC Patent Law ( (FEFIEBIER(ESR KKk
fii)) ) was released to seek public comments in July 2020 and proposed to introduce patent
extensions to patents of new drugs that launched in PRC.
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Trademark

Pursuant to the Trademark Law of the PRC ( {9 #E AN RILAEIPIHE) ) which was
promulgated by the NPCSC on August 23, 1982 and amended on February 22, 1993, October
27, 2001, August 30, 2013 and April 23, 2019 with its amended terms effective on November
1, 2019 and the Implementation Rules of the Trademark Law of the PRC ( <% A R I A[EH
PREIL E M B1) ) which was promulgated by the State Council on August 3, 2002, amended
on April 29, 2014 and effective on May 1, 2014, trademarks are registered with the Trademark
Office of the State Administration of Industry and Commerce. The Trademark Law adopts the
principle of “first to file” in handling trademark registration. Where registration is sought for
a trademark that is identical or similar to another trademark which has already been registered
or pending in application for use in the same or similar category of commodities or services,
the application for registration of such trademark may be rejected. Trademark registrations are
effective for a renewable ten-year period, unless otherwise revoked. Trademark license
agreements must be filed with the Trademark Office. The licensor shall supervise the quality
of the commodities on which the trademark is used, and the licensee shall guarantee the quality
of such commodities.

Domain Name

In accordance with the Measures for the Administration of Internet Domain Names ( <.
A2 R HFD ) ) which was issued by the Ministry of Information Industry on August 24,
2017 and came into effect on November 1, 2017, the Ministry of Information Industry is
responsible for supervision and administration of domain name services in the PRC.
Communication administrative bureaus at provincial levels shall conduct supervision and
administration of the domain name services within their respective administrative jurisdictions.
Domain name registration services shall, in principle, be subject to the principle of “first apply,
first register”. A domain name registrar shall, in the process of providing domain name
registration services, ask the applicant for which the registration is made to provide authentic,
accurate and complete identity information on the holder of the domain name and other domain

name registration related information.

LAWS AND REGULATIONS RELATING TO OUR BUSINESSES IN THE
UNITED STATES

The U.S. statutory and regulatory requirements for development of drugs, biologics, and
medical devices are applicable to our business as a clinical research organization (“CRO”). A
CRO is an entity or a person that assumes the clinical trial sponsor’s obligations as an
independent contractor, such as clinical trial design, selection or monitoring of investigations,
and preparation of materials to be submitted to the FDA, among others. Companies that
develop drugs, biologics, and medical devices, and seek to obtain marketing authorizations for
such regulated products from the United States Food and Drug Administration (“FDA”) engage
us for laboratory, research, and other related services. Below, we briefly lay out the
requirements that are applicable to us as a CRO.
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Regulation of Drugs and Biologics in the United States

In the United States, FDA regulates drugs and biologics under the Federal Food, Drug,
and Cosmetic Act (“FDCA”), the Public Health Services Act (“PHSA”), and their
implementing regulations. Before a new drug or biologic may be FDA approved and marketed
by a company, it must undergo extensive testing, development, and regulatory review to
determine that it is safe and effective and to ensure that its manufacturing processes are capable
of consistently ensuring the product candidate’s identity, strength, quality, purity, and potency.
It is not possible to estimate the duration of this testing and development with respect to a
given product candidate, as such processes are product specific, although the time period may
last many years, and require the expenditure of significant financial resources. The stages of
this development process in the United States are generally as follows:

Preclinical Research

Preclinical research involves in-vitro and animal studies to evaluate product candidate
chemistry, pharmacology, metabolism, toxicity, formulation, potential safety and efficacy,
and/or any potential to cause a variety of adverse conditions or diseases, including birth defects
or cancer. This includes the establishment of the relative toxicity of the product candidate over
a wide range of doses. Such studies must generally be conducted in accordance with FDA’s
Good Laboratory Practice (“GLP”) requirements that are outlined in the U.S. Code of Federal
Regulations (“C.F.R.”) in 21 C.F.R. Part 58, which are further discussed below. If results
warrant continuing development of the drug or biologic, the results of the preclinical studies,
together with manufacturing information, analytical data, any available clinical data, the
proposed clinical study protocols, and available preclinical and clinical literature, among other
items, are submitted to FDA by the product candidate sponsor as part of an investigational new
drug (“IND”) application. An IND application automatically becomes effective 30 days after
receipt by FDA, unless FDA, within the 30-day time period, notifies the applicant of safety
concerns or questions related to one or more proposed clinical trials and places the trial on a
clinical hold. In such a case, the sponsor and FDA must resolve any outstanding concerns
before the clinical trial can begin. Clinical holds also may be imposed by FDA at any time
before or during trials due to safety concerns, or non-compliance with the study protocols or
regulatory requirements. As a result, the mere submission of an IND application does not
guarantee FDA authorization to commence a clinical trial. Depending on the clinical trial,
additional FDA filings or authorizations may be required, such as investigational device
exemptions for investigational in vitro diagnostic devices used during the course of a clinical
trial studying a drug or biologic product candidate. Such clinical trials may also require
compliance with FDA’s investigational device exemption regulations. We discuss

investigational device exemptions in more detail below.

Clinical Trials

When conducting clinical studies, manufacturers, sponsors, clinical investigators and
institutional review boards are subject to Good Clinical Practice (“GCP”) requirements, and
must comply with various regulations regarding informed consent (21 C.F.R. 50),
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responsibilities of Institutional Review Boards (“IRBs”) (21 C.F.R. 56), certain disclosure
requirements for clinical investigators (21 C.F.R. 54), and regulatory requirements for
Investigational New Drugs (21 C.F.R. 312), and other applicable requirements.

Clinical trials are conducted under protocols detailing, among other things, the objectives
of the trial, the trial procedures, the parameters to be used in monitoring safety, the
effectiveness criteria to be evaluated, and a statistical analysis plan. A protocol for each clinical
trial, and any subsequent protocol amendments, must be submitted to FDA as part of the IND

application.

In addition, an IRB at each study site participating in the clinical trial or an external IRB
must review and approve the plan for any clinical trial, informed consent forms, and
communications to study subjects before a study commences at that site. Specifically, an

informed consent form must include information such as:

. an explanation of the purposes of the research,
. the expected duration of the subject’s participation,
. experimental procedures,

. reasonably foreseeable risks,

. potential benefits to the subject or to others that may reasonably be expected from
the research,

. the extent to which confidentiality of records identifying the subject will be

maintained,

. the possibility that FDA will inspect the records,

. whether any compensation and medical treatment are available in the case of an
injury, and,
. a statement that participation is voluntary.

Depending on the nature of the trial, other statements regarding potential risks to the
subject, circumstances when the subject’s participation may be terminated without the subject’s
consent, additional costs to the subject, consequences of a subject’s withdrawal from the study,
and others may also need to be included in the consent form. Importantly, while FDA
regulations leave to investigators the responsibility of obtaining informed consent forms,
sponsors oftentimes provide the consent form, and clinical research organizations (“CRO”)
may need to ensure that the informed consent complies with the legal and regulatory

requirements.
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The IRB must also review materials such as amendments to informed consent,
modifications to clinical trial protocols and procedures, and communications to study subjects.
An IRB considers, among other things, whether the risks to individuals participating in the
trials are minimized and are reasonable in relation to anticipated benefits, and whether the
planned human subject protections are adequate. The IRB must continue to oversee the clinical
trial while it is being conducted. During the course of a clinical study, the study sponsor and
investigators must submit certain reports to FDA and the IRB, including annual reports and
reports of serious adverse events or other significant safety information. Study sponsors,
CROs, laboratories, and clinical and preclinical investigational sites must also ensure the
integrity of the study data.

Depending on the exact terms in the agreement between the sponsor and the CRO, the
CRO may take responsibility for the sponsor’s compliance obligations. Such transfer of
obligations must be accomplished through written agreements between the parties. For
example, under FDA regulations for clinical trials of drugs, sponsors are responsible for
selecting investigators who are qualified for the clinical trial, supporting the investigators by
providing the information that the investigators need, ensuring that the clinical trial is
conducted pursuant to the clinical trial protocol, notifying FDA and investigators of all
significant adverse events or risks regarding the drug, and monitoring the clinical trial and the
investigators. All of these are obligations for which a CRO may assume responsibility,
depending on the agreement between the CRO and the sponsor. Under FDA regulations, a CRO
is held to the same regulatory standard and subject to the same enforcement actions as the
sponsor itself would have been, and failure to comply with such requirements may result in
FDA enforcement actions against the CRO as well as CRO liability to sponsors.

FDA may order the modification or temporary or permanent discontinuation of a clinical
trial at any time, or impose other sanctions, if it believes that the clinical trial either is not being
conducted in accordance with the applicable legal and regulatory requirements or if it believes
that the clinical trial presents an unacceptable risk to the clinical trial subjects. An IRB may
also require the clinical trial at the site to be modified or permanently or temporarily halted for
failure to comply with the IRB’s requirements or if the trial poses an unexpected serious harm
to subjects. FDA or an IRB may also impose conditions on the conduct of a clinical trial.
Clinical trial sponsors may also choose to discontinue clinical trials as a result of risks to
subjects, a lack of favorable results, or changing business priorities. IRB review and approval
is typically required before a sponsor may do so.

In general, for purposes of product candidate approval, human clinical trials are typically
conducted in three sequential phases, which may overlap or be combined.

. Phase I clinical trials include basic safety and pharmacology testing in human
subjects, usually healthy volunteers, and include trials to evaluate dosage tolerance,
structure-activity relationships, the metabolic and pharmacologic action of the
product candidate in humans, how the drug or biologic works, how it is affected by
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other drugs, how it is tolerated and absorbed, where it goes in the body, how long
it remains active, and how it is broken down and eliminated from the body. If
possible, Phase I trials may also be used to gain an initial indication of product
candidate effectiveness.

. Phase II clinical trials include controlled efficacy (effectiveness) and dose-range
testing in a limited patient population afflicted with a specific disease or condition
for which the product candidate is intended for use. Phase II clinical trials evaluate
product candidate safety, preliminary effectiveness, and optimal dose levels, dose
schedules and routes of administration. If Phase II trials yield satisfactory results
and no hold is placed on further trials by FDA, with IRB approval, Phase III trials
can commence.

. Phase III clinical trials are adequate and well-controlled clinical trials undertaken in
expanded subject populations. These include larger scale, multi-center (generally at
geographically dispersed clinical trial sites), clinical trials conducted with patients
afflicted by a target disease, in order to provide enough data for a valid statistical
test of safety and effectiveness required by FDA and other regulatory authorities for
approval, to establish the overall risk-benefit profile of the product, and to provide
an adequate basis for product labelling. Typically, two Phase III trials are required
by FDA for product approval. Under some limited circumstances, however, FDA
may approve a marketing application based upon a single Phase III clinical study.

For certain types of applications, clinical and preclinical studies may be abbreviated. For
instance, for abbreviated new drug applications (“ANDA”), which are applications for generic
versions of approved drug products, FDA may approve a marketing application based upon the
scientific demonstration that the product candidate is bioequivalent to, or performs in the same
manner as, the innovator drug. The generic version must have the same active ingredients,
dosage form, strength, route of administration, labeling, performance characteristics and
intended use, and deliver the same amount of active ingredients to the site of the drug’s action
in the same amount of time as the innovator drug product. Under 505(b)(2) New Drug
Applications, sponsors may rely, in part, on FDA prior findings of safety and effectiveness for
a previously approved drug product or published literature, provided that the sponsor can

adequately bridge to the previously approved drug product or literature.
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Similarly, for biologic license applications for biosimilar' product candidates, the
development pathway may be shorter than for a reference biologic.” To be deemed biosimilar,
the product candidate must be highly similar to the reference product notwithstanding minor
differences in clinically inactive components, and there must be no clinically meaningful
differences between the biosimilar product candidate and the reference product in terms of
safety, purity, and potency. Biosimilarity must be shown through analytical studies, animal
studies, and at least one clinical trial, absent a waiver by FDA. There must be no difference
between the reference product and a biosimilar in mechanism of action, conditions of use, route
of administration, dosage form, and strength. A biosimilar product may be deemed
interchangeable with a prior approved product if it meets the higher hurdle of demonstrating
that it can be expected to produce the same clinical results as the reference product and, for
products administered multiple times, the biologic and the reference biologic may be switched
after one has been previously administered without increasing safety risks or risks of
diminished efficacy relative to exclusive use of the reference biologic.

Concurrent with clinical trials, sponsors usually complete additional preclinical studies,
including animal and stability studies, and must also develop additional information about the
chemistry and physical characteristics of the product candidate as well as finalize a process for
manufacturing the product in commercial quantities in accordance with Good Manufacturing
Practice (GMP) requirements. The manufacturing process must be capable of consistently
producing quality batches of the product candidate and, among other things, manufacturers
must develop methods for testing the identity, strength, quality, potency, and purity of the final
product. FDA may also require, or sponsors may conduct, additional clinical trials for the same
indication after a product is approved. These so-called Phase IV studies may be made a
condition to be satisfied after approval by FDA. The results of Phase IV studies can confirm
or refute the effectiveness of a product candidate, and can provide important safety
information. Following approval, product sponsors and their contractors must also continue to
comply with applicable regulatory requirements, including GMPs for the manufacturing and
testing of approved products. Marketing authorizations for products may be withdrawn if
compliance with regulatory standards is not maintained or if problems occur following initial
marketing. In addition, FDA and other major regulatory agencies may ask sponsor companies
to prepare risk management plans for approved and marketed drugs and biologics, aimed at
assessing areas of risks and plans for managing such risks should they materialize.

1 A biosimilar is a biological product that is highly similar to and has no clinically meaningful differences from
an existing FDA-approved reference biologic. A proposed biosimilar product is compared to and evaluated
against a reference product to ensure that the product is highly similar and has no clinically meaningful
differences.

2 A reference product is the single biological product, already approved by FDA, against which a proposed

biosimilar product is compared. A reference product is approved based on, among other things, a full
complement of safety and effectiveness data.
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Clinical studies may need to be registered on the National Institute of Health’s clinical

trials registry at www.clinicaltrials.gov, unless subject to certain exceptions. Information

related to the product, patient population, study sites, investigators, and other aspects of the
clinical trial are then made public as part of the registration. Sponsors are also obligated to
disclose the results of their clinical trials after completion.

Good Laboratory Practice, Good Clinical Practice, Good Manufacturing Practice, and the
Quality System Regulation

As referenced above, certain regulatory authorities, including FDA, require that
submissions made to them are based on research, analysis or development studies conducted
in accordance with GLP and GCP provisions and guidelines.

GLPs set forth the minimum basic requirements for the conduct of in vivo or in vitro
experiments in which a test article is studied prospectively in a test system under laboratory
conditions to determine its safety. In the United States, GLPs include a number of requirements
relating to the conduct of preclinical studies, internal company organization and personnel,
facilities, equipment, operations, test and control articles, study protocols, operating
procedures, records and reporting, quality assurance, and the care and use of animals in testing.
Other agencies, such as the US Department of Agriculture (USDA), also have requirements
concerning the conduct of certain animal research and may have requirements for registrations,
licenses, approvals, assurances, permits, certificates, and similar authorizations. Moreover,
Institutional Animal Care and Use Committees (“IACUC”), review animal research protocols
before animal research may commence.

GCPs set forth standards for the conduct of clinical trials in order to ensure that data and
reported results are credible and accurate, and that the rights, safety, well-being, integrity, and
confidentiality of trial participants are protected. GCPs include requirements concerning
clinical study design, conduct, monitoring, auditing, analysis, recording and reporting, among
other requirements. GCPs also require that all research subjects provide their informed consent
in writing for their participation in any clinical trial and that all studies be reviewed and
approved by an IRB.

Regulatory authorities also require that drugs, biologics, their Active Pharmaceutical
Ingredients (“APIs”), and medical devices intended for use in clinical trials or for the
commercial market be manufactured and tested in accordance with certain GMP and, if
applicable, certain Quality System Regulation (“QSR”) requirements. These requirements
require that manufacturers, which include entities conducting certain laboratory testing,
adequately control design and manufacturing operations, among others. This standard includes
establishing quality systems, quality control and assurance; obtaining raw materials that meet
quality requirements; establishing operating procedures; detecting and investigating
deviations; maintaining laboratory quality; maintaining records, samples, and documentation;
and ensuring the integrity of manufacturing and testing data. Additional state licenses, permits,
and registrations may also be required. Sponsors of Investigational Device Exemption (“IDE”)
applications are exempt from the QSR requirements except for design controls.
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Records for laboratory research, clinical studies, and manufacturing and testing must be
maintained for specified periods for inspection by FDA and other regulators. FDA requires that
electronic records and electronic signatures meet additional requirements to be considered
trustworthy, reliable, and generally equivalent to paper records and handwritten signatures.
Non-compliance with GLP, GCP, GMP, or QSR requirements can result in the disqualification
of data collected during the clinical trial, as well as other enforcement actions. In addition to
the above, depending on the jurisdiction, additional laws and regulations may be applicable.
For instance, individual states in the United States regulate certain clinical testing activities,
requiring state licensing and validation of the individual tests, and often impose additional

requirements for informed consents.

NDA, ANDA or BLA Preparation and Submission

Upon completion of product development and preclinical and clinical trials, the sponsor
assembles the statistically analyzed data from all phases of development, along with the
chemistry, manufacturing, and pre-clinical data, and the proposed labelling, among other
things, into a single marketing application, which, depending on the product candidate, may be
a (i) new drug application, or NDA, (ii) full biologic licence application, or BLA, (iii) ANDA,
or (iv) a BLA for a biosimilar product. FDA carefully scrutinizes the submitted information and
data to determine whether the sponsors and any other companies, such as CROs and
laboratories working on the sponsor’s behalf, have complied with the applicable regulations,
and to determine whether the drug or biologic is safe and effective for its intended use.
Additionally, FDA typically will inspect the facility or facilities where the product is
manufactured. FDA will not approve an application unless it determines that the manufacturing
processes and facilities, including contract manufacturers and subcontractors, are in
compliance with GMP requirements and adequate to assure consistent production of the
product within required specifications. Additionally, before approving a marketing application,
FDA may inspect one or more clinical trial sites to assure compliance with GCPs.

FDA may also inspect others involved in the product candidate development process, such
as pre-clinical trial sites and laboratories. Even after accepting the submission for review, FDA
may require additional testing or information before approval of the application. FDA must
deny approval of an application if applicable regulatory requirements are not satisfied.
Moreover, after approval, some types of changes to the approved product, such as adding new
indications, manufacturing and testing changes, and additional labeling claims, are subject to
further testing requirements and FDA review and approval. Following product approval, drug
and biologic products must continue to be manufactured and tested in accordance with FDA’s
regulatory requirements, including GMPs.

The above statutory and regulatory requirements may become applicable to us during the
development of, and preparation of marketing authorization applications for, drugs and
biologics. Below, we discuss the legal and regulatory requirements for medical devices, which
are similar but are different from the legal and regulatory requirements for drugs and biologics

in several important ways.
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Impact of US Regulations: FDA Enforcement

In the United States, FDA has authority to inspect and bring enforcement actions against
facilities that conduct research on product candidates which are ultimately intended for
marketing in the United States, including CROs, and clinical and preclinical study sites. FDA
also has authority under the FDCA to take legal and regulatory actions against products that
do not comply with its requirements, which include products that are intended for use in
clinical trials. FDA also has the authority to inspect facilities, including laboratories, that
manufacture and test products and product candidates intended for use in clinical trials or for
marketing in the U.S. following FDA approval. FDA may inspect such facilities, regardless of
whether such facilities are located in the U.S. or overseas, including facilities belonging to
entities other than the product or product candidate sponsor. Inspections by FDA have the
objective of confirming compliance with FDA regulatory requirements, including GLPs, GCPs,
GMPs, and QSRs (discussed in above sections), as applicable, and identifying and requiring

correction of noncompliant conditions.

When inspecting sponsors or CROs for a clinical investigation, FDA may review
information such as whether investigator agreements are in place, whether the sponsor or CRO
provided all the necessary information to the investigators for the investigators to be able to
carry out the clinical trials properly (e.g., protocols, labeling, investigator brochures, etc.),
determine how the sponsor or CRO reviews and addresses any deviations from the study
protocol, and how the sponsor or CRO selects monitors and reviews the ongoing clinical trials
for compliance with the legal and regulatory requirements, and the clinical trial protocols and
requirements. As noted previously, a CRO’s obligations under FDA regulations are at least
determined in part by the obligations that are transferred from the sponsor to the CRO through
written agreements.

Inspections undertaken by FDA, in which the inspector observes conditions that do not
comply with the applicable regulatory requirements, may result in FDA issuing a Form 483. A
Form 483 contains observations which, in the inspector’s judgment, may constitute potential
violations ranging from relatively minor to critical issues. For example, some of FDA’s
common observations for sponsors and/or CROs include but are not limited to:

. Failure to select qualified investigators and/or monitors, ensure proper monitoring
of the study and ensure the study is conducted in accordance with the protocol
and/or investigational plan.

. Failure to bring non-compliant investigators into compliance.

. Failure to maintain and/or retain adequate records in accordance with 21 C.FR
312.57, and ensure accountability for the investigational product.
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The Form 483 does not constitute a final FDA determination of whether any condition is
violative. Rather, the Form 483 is considered by FDA, along with a full written report,
evidence or documentation collected during the inspection, and any company responses. Based
upon this information, FDA determines what further action, if any, is appropriate. The
inspected company is responsible for responding directly to FDA with a corrective action plan
addressing any cited objectionable conditions in the Form 483 and implementing that plan
expeditiously.

The production of a Form 483 with significant or critical observations, or other
determinations by FDA of regulatory non-compliance can precipitate immediate and extremely
severe action by FDA on the facility’s operations and business, as well as causing serious and
sometimes irreparable damage to a company’s reputation. FDA’s enforcement actions may
include:

. Warning Letters. If FDA finds serious non-compliance or violations, or if FDA’s
Form 483 observations are not adequately addressed by the recipient in a timely
manner, FDA may send correspondence to the responsible party notifying the party
that FDA will take further enforcement action unless the non-compliance or
violations are addressed. FDA typically requests that the recipient respond with the
proposed steps for correcting and preventing future violations. If the response does
not sufficiently address FDA’s concerns, FDA may bring additional enforcement
actions.

. Recall. FDA has the authority to order recall of medical devices that do not comply
with the FDCA, if the agency finds that there is a reasonable probability that the
devices could cause serious, adverse health consequences or death. FDA exercises
this authority rarely and the responsible parties usually carry out the recall
voluntarily. On the other hand, FDA does not have a recall authority for drugs;
however, FDA still makes requests for voluntary recall of drugs that FDA considers
to be non-compliant or violative, and companies tend to comply with FDA’s such
request to avoid drawing the ire of the agency.

. Seizure. FDA may attempt to remove from interstate commerce products that are
adulterated or misbranded, pursuant to Section 304 of the FDCA. FDA files a
Complaint for Forfeiture and upon obtaining a warrant, directs the US marshal to
seize the violative medical devices. Before commencing seizure actions, the agency
may send prior warnings to attempt to convince the responsible party to voluntarily
recondition and bring the products into compliance. If the responsible party does not
comply, the agency may institute seizure actions.

. Injunction. An injunction is a civil judicial process initiated to stop or prevent
violation of the law, such as to halt the flow of violative products in interstate
commerce, and to correct the conditions that caused the violation to occur. FDA may
seek to enjoin the actions of the party or parties responsible for non-compliance or
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conduct violative of the FDCA. If FDA considers the non-compliance or violation
to be serious, FDA may file a complaint for injunction by coordinating with the
Department of Justice to enjoin the responsible party from further engaging in
violative conduct.

. Criminal Prosecution. Criminal prosecution may be recommended in appropriate
cases for violation of Section 301 of the FDCA. Misdemeanor convictions, which do
not require proof of intent to violate the FDCA, can result in fines and/or
imprisonment up to one year. Felony convictions, which apply in the case of a
second violation or intent to defraud or mislead, can result in fines and/or

imprisonment up to three years.

In addition to the above, FDA’s enforcement actions may include, but are not limited to,
costly corrective actions; rejection of study results as a basis for approval of marketing
applications or supplements; restrictions on operations, including the discontinuation of
services or closing of facilities; clinical holds; discontinuations or suspension of studies;
issuance of adverse public statements or alerts; fines; restitution; disgorgement of profits or
revenue; debarment or suspension; disqualification of testing facilities and investigators;
consent decrees or other settlement agreements; and civil and criminal penalties.

Legal and Regulatory Policies during the COVID-19 Public Health Crisis

Following the outbreak of COVID-19 since the end of 2019, FDA and other regulatory
agencies have been promulgating new policies and relaxing regulatory requirements to enable
effective and expedited responses to the global health crisis. In particular, the Secretary of the
Department of Health and Human Services (“HHS”) announced on February 4, 2020 that
pursuant to section 564 of the FDCA, there is a public health emergency that has a significant
potential to affect national security or the health and security of United States citizens living
abroad. This determination provided FDA the authority to issue emergency use authorizations
(“EUAs”) for products such as diagnostic test kits for COVID-19, personal protective
equipment, and other products for use during the COVID-19 crisis.

FDA also issued guidance documents that are specific to the conduct of clinical trials
during COVID-19, such as FDA Guidance on Conduct of Clinical Trials of Medical Products
during COVID-19 Public Health Emergency and Statistical Considerations for Clinical Trials
During the COVID-19 Public Health Emergency. FDA recognizes in these guidance documents
that quarantines, site closures, travel limitations, interruptions to the supply chain for the
investigational product, or the site personnel or the subjects’ illnesses can affect the conduct
of clinical trials. FDA emphasizes that ensuring the safety of the study subjects is critical and
makes recommendations to help sponsors alleviate the potential impact of the COVID-19 crisis
on clinical trials, such as recommendations for documenting protocol deviations and protocol

modifications for collection of efficacy endpoints.
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Regulation of Laboratories in the United States

Our United States laboratories are subject to licensing and regulation under federal, state
and local laws relating to employee right-to-know regulations, and the safety and health of
laboratory employees. To the extent that our United States laboratories test human specimens
for the purpose of providing information for the diagnosis, prevention, or treatment of a human
disease or impairment, or assessment of human health, our laboratories must obtain a
certificate under the Clinical Laboratory Improvement Amendments and follow associated
requirements. Additionally, our United States laboratories are subject to applicable federal and
state laws and regulations and licensing requirements relating to the handling, storage and
disposal of controlled substances and listed chemicals, hazardous waste, radioactive materials
and laboratory specimens, including the regulations of the Environmental Protection Agency,
the Nuclear Regulatory Commission, the Department of Transportation, the National Fire
Protection Agency and the United States Drug Enforcement Administration (“DEA”).

Regulation of Patient Information in the United States

In the course of providing our services, we may be provided with patient-specific
information and health information which is subject to governmental regulations. Regulations
to protect the safety and privacy of human subjects who participate in or whose data are used
in clinical research generally require clinical investigators to obtain affirmative informed
consent from identifiable research subjects before research is undertaken.

Under the Health Insurance Portability and Accountability Act and regulations
promulgated thereunder (“HIPAA”), the United States Department of Health and Human
Services Office for Civil Rights has issued regulations mandating heightened privacy and
confidentiality protections for certain types of individually identifiable health information, or
protected health information (“PHI”), when used or disclosed by healthcare providers and other
HIPA A-covered entities or business associates that provide services to or perform functions on
behalf of these covered entities. Generally, a disclosure of PHI by a HIPAA-covered entity for
research purposes requires a written authorization from the patient, unless a waiver of
authorization is approved by an IRB or Privacy Board in accordance with HIPAA requirements.

United States Healthcare Fraud and Abuse Laws

CROs may be subject to many federal and state healthcare laws, such as the federal
Anti-Kickback Statute, the federal civil and criminal False Claims Acts, the civil monetary
penalties statute and other laws relating to patient inducements, the Medicaid Drug Rebate
statute and other price reporting requirements, the Veterans Health Care Act of 1992, the
Foreign Corrupt Practices Act of 1977, the Patient Protection and Affordable Care Act of 2010,
and similar state laws. Even when a CRO does not control referrals of healthcare services or
bill directly to Medicare, Medicaid, or other third-party payors, certain federal and state
healthcare laws and regulations pertaining to fraud and abuse, reimbursement programs,
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government procurement, and patients’ rights may be applicable to a CRO and its business.
CROs would be subject to healthcare fraud and abuse regulation by both the federal
government and the states in which they conduct their business.

Violation of or non-compliance with any federal or state healthcare law, or any other
governmental laws or regulations that are applicable, may result in penalties, including civil,
criminal, and administrative penalties, damages, fines, disgorgement, suspension, debarment
from government contracts, refusal of orders under existing government contracts, exclusion
from participation in U.S. federal or state healthcare programs, corporate integrity agreements,
or curtailment or restructuring of the CRO’s operations, all of which could severely disrupt and
damage a CRO’s operations. To reduce the risk of such enforcement actions, companies should
implement compliance programs that are designed to systemize a company’s compliance
functions and prevent or reduce the likelihood of violations or non-compliance. This is
especially important because any enforcement actions or lawsuits that relate to violation or
non-compliance with healthcare laws, even when successfully defended, could cause a CRO to

incur significant legal expenses and may result in severe disruption to the CRO’s business.
TAXATION OF SECURITY HOLDERS

The taxation of income and capital gains of holders of H Shares is subject to the laws and
practices of the PRC and of jurisdictions in which holders of H Shares are residents or
otherwise subject to tax. The following summary of certain relevant taxation provisions is
based on current effective laws and practices, and no predictions are made about changes or
adjustments to relevant laws or policies, and no comments or suggestions will be made
accordingly. The discussion has no intention to cover all possible tax consequences resulting
from the investment in H Shares, nor does it take the specific circumstances of any particular
investor into account, some of which may be subject to special regulations. Accordingly, you
should consult your own tax advisor regarding the tax consequences of an investment in
H Shares. The discussion is based upon laws and relevant interpretations in effect as of the date
of this Prospectus, which is subject to change or adjustment and may have retrospective effect.
No issues on PRC or Hong Kong taxation other than income tax, capital appreciation and profit
tax, business tax/appreciation tax, stamp duty and estate duty were referred in the discussion.
Prospective investors are urged to consult their financial advisors regarding the PRC, Hong
Kong and other tax consequences of owning and disposing of H Shares.

The PRC Taxation
Taxation on Dividends

Individual Investor

Pursuant to the Individual Income Tax Law of the PRC ( {3 A R ILA1 B A Frf5-Fi
%) ), which was most recently amended on August 31, 2018 and the Implementation
Provisions of the Individual Income Tax Law of the PRC ( {3 A\ RILA A N FrisfiikE
JifA51) ), which was most recently amended on December 18, 2018 and came into effect on
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January 1, 2019 (the “IIT Law”), dividends distributed by PRC enterprises are subject to
individual income tax levied at a flat rate of 20%. For a foreign individual who is not a resident
of the PRC, the receipt of dividends from an enterprise in the PRC is normally subject to
individual income tax of 20% unless specifically exempted by the tax authority of the State
Council or reduced by relevant tax treaty. Pursuant to the Circular on Certain Policy Questions
Concerning Individual Income Tax ( <BRME A FT3BE T EOR M &AM A) ), which was
issued by the Ministry of Finance (the “MOF”) and the State Administration of Taxation (the
“SAT”) on May 13, 1994 and came into effect on the same date, the incomes gained by
individual foreigners from dividends and bonuses of enterprise with foreign investment are
exempt from individual income tax for the time being.

Enterprise Investors

According to the Enterprise Income Tax Law of PRC ( (H 3 A R ILFNE A 3 pr 54
%) ), which was promulgated by the NPC on March 16, 2007, implemented on January 1,
2008, and subsequently amended on February 24, 2017 and December 29, 2018 respectively,
and the Implementation Rules for the Enterprise Income Tax Law of the PRC ( {913 A 3t
A ZE TS BUE B HEARB]) ) enacted on December 6, 2007 by the State Council and became
effective on January 1, 2008, and amended on April 23, 2019 (the “EIT Law”), a non-resident
enterprise is generally subject to a 10% enterprise income tax on PRC-sourced income
(including dividends received from a PRC resident enterprise that issues shares in Hong Kong),
if it does not have an establishment or premise in the PRC or has an establishment or premise
in the PRC but its PRC-sourced income has no real connection with such establishment or
premise. The aforesaid income tax payable for non-resident enterprises are deducted at source,
where the payer of the income is required to withhold the income tax from the amount to be
paid to the non-resident enterprise.

The Circular of on Issues Relating to the Withholding and Remitting of Enterprise Income
Tax by PRC Resident Enterprises on Dividends Distributed to Overseas Non-Resident
Enterprise Shareholders of H Shares ( B i i RAR 2E ) BE AN IE Ja R AR SEBOR IR 88
SRS ZE TS BLA B R ERYERT) ) (Guo shui [2008] No.897), which was issued and
implemented by the SAT on November 6, 2008, further clarified that a PRC-resident enterprise
must withhold enterprise income tax at a rate of 10% on the dividends of 2008 and onwards
that it distributes to overseas non-resident enterprise shareholders of H Shares. In addition, the
Response to Questions on Levying Corporate Income Tax on Dividends Derived by
Non-resident Enterprise from Holding Stock such as B Shares ( <B4 JFfE RAFEIEB S
JE SR R S RO A S T S B A L) ) (Guo shui [2009] No.394), which was issued by the
SAT and came into effect on July 24, 2009, further provides that any PRC-resident enterprise
whose shares are listed on overseas stock exchanges must withhold and remit enterprise income
tax at a rate of 10% on dividends of 2008 and onwards that it distributes to non-resident
enterprises. Such tax rates may be further modified pursuant to the tax treaty or agreement that
China has entered into with a relevant country or area, where applicable.
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Pursuant to the Arrangement between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income (< A1 5 457 731 47 I8 i BT 7 36 o 15 4 4 B o i
B (- fArm AL ZHE) ) (the “the Arrangement”), which was signed on August 21, 2006 and
came into effect on December 8, 2006, the PRC Government may levy taxes on the dividends
paid by a PRC company to Hong Kong residents (including resident individual and resident
entities) in an amount not exceeding 10% of the total dividends payable by the PRC company
unless a Hong Kong resident directly holds 25% or more of the equity interest in the PRC
company, then such tax shall not exceed 5% of the total dividends payable by the PRC
company. The Fifth Protocol to the Arrangement between the Mainland of China and the Hong
Kong Special Administrative Region for the Avoidance of Double Taxation and the Prevention
of Fiscal Evasion with respect to Taxes on Income (< A1 1R 5 4 191l 4 7 I8 I [ 7 36 o 15 4
T OB AN B L AT R Y 2 BES 56 B E ) ) issued by the SAT, which came into effect on
December 6, 2019, adds a criteria for the qualification of entitlement to enjoy treaty benefits.
Although there may be other provisions under the Arrangement, the treaty benefits under the
criteria shall not be granted in the circumstance where relevant gains, after taking into account
all relevant facts and conditions, are reasonably deemed to be one of the main purposes for the
arrangement or transactions which will bring any direct or indirect benefits under this
Arrangement, except when the grant of benefits under such circumstance is consistent with
relevant objective and goal under the Arrangement. The application of the dividend clause of
tax agreements is subject to the requirements of PRC tax law and regulation, such as the Notice
of the State Administration of Taxation on the Issues Concerning the Application of the
Dividend Clauses of Tax Agreements (<2 ZZ B 55 48 ) BE A LA TR oh 2 1 S ARk A [ F) RELAY
#H1) ) (Guo Shui [2009] No. 81) promulgated on February 20, 20009.

Tax Treaties

Non-resident investors residing in jurisdictions which have entered into treaties or
adjustments for the avoidance of double taxation with the PRC might be entitled to a reduction
of the PRC enterprise income tax imposed on the dividends received from PRC enterprises. The
PRC currently has entered into Avoidance of Double Taxation Treaties or Arrangements with
a number of countries and regions including Hong Kong Special Administrative Region, Macao
Special Administrative Region, Australia, Canada, France, Germany, Japan, Malaysia, the
Netherlands, Singapore, the United Kingdom and the United States. Non-PRC resident
enterprises entitled to preferential tax rates in accordance with the relevant taxation treaties or
arrangements are required to apply to the PRC tax authorities for a refund of the corporate
income tax in excess of the agreed tax rate, and the refund application is subject to approval
by the PRC tax authorities.
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Taxation on Share Transfer
Income tax
Individual Investors

According to the IIT Law, gains on the transfer of equity interests in the PRC resident
enterprises are subject to individual income tax at a rate of 20%.

Pursuant to the Circular on Declaring that Individual Income Tax Continues to be
Exempted over Income of Individuals from the Transfer of Shares (< [BF R AR 15 22 o 15
A AT A N TS B AE ) ) (Cai Shui [1998] No. 61) issued by the SAT on March 20,
1998, from January 1, 1997, income of individuals from transfer of the shares of listed
enterprises continues to be exempted from individual income tax. The SAT has not expressly
stated whether it will continue to exempt tax on income of individuals from transfer of the
shares of listed enterprises in the latest amended IIT Law.

However, on December 31, 2009, the MOF, SAT and China Securities Regulatory
Commission (the “CSRC”) jointly issued the Circular on Related Issues on Levying Individual
Income Tax over the Income Received by Individuals from the Transfer of Listed Shares
Subject to Sales Limitation ( CBAME N g3 b T2 A PR B B A Ol B B A5 A A 1T REL Y
#HN) ) (Cai Shui [2009] No. 167), which came into effect on December 31, 2009, which states
that individuals’ income from the transfer of listed shares obtained from the public offering of
listed companies and transfer market on the Shanghai Stock Exchange and the Shenzhen Stock
Exchange shall continue to be exempted from individual income tax, except for the relevant
shares which are subject to sales restriction (as defined in the Supplementary Notice on Issues
on Levying Individual Income Tax over the Income Received by Individuals from the Transfer
of Listed Shares Subject to Sales Limitation ( B8 AfGE b i A =] R B 15 =l i A BT
TSR A B I RE RS 48 7238 A1) ) (Cai Shui [2010] No. 70) jointly issued and implemented by the
above three departments on November 10, 2010). As of the Latest Practicable Date, no
aforesaid provisions have expressly provided that individual income tax shall be levied from
non-PRC resident individuals on the transfer of shares in PRC resident enterprises listed on
overseas stock exchanges. However, there is no assurance that the PRC tax authorities will not
change these practices which could result in levying income tax on non-PRC resident
individuals on gains from the sale of H shares.

Enterprise Investors

In accordance with the EIT Law, a non-resident enterprise is generally subject to
enterprise income tax at the rate of a 10% on PRC-sourced income, including gains derived
from the disposal of equity interests in a PRC resident enterprise, if it does not have an
establishment or premise in the PRC or has an establishment or premise in the PRC but its
PRC-sourced income has no real connection with such establishment or premise. Such income
tax payable for non-resident enterprises are deducted at source, where the payer of the income
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is required to withhold the income tax from the amount to be paid to the non-resident
enterprise. Such tax may be reduced or exempted pursuant to relevant tax treaties or
agreements on avoidance of double taxation.

Stamp Duty

Pursuant to the Provisional Regulations of the PRC on Stamp Duty ( {#%# A RILFNE
ENfERLET A7) ), which was issued on August 6, 1988 and latest amended on January 8,
2011, and the Implementation Provisions of Provisional Regulations of the PRC on Stamp Duty
( (e N RILANE EDERL AT BT TAMH]) ), which came into effect on September 29,
1988, PRC stamp duty only applies to specific taxable document executed or received within
the PRC, having legally binding force in the PRC and protected under the PRC laws, thus the
requirements of the stamp duty imposed on the transfer of shares of PRC listed companies shall
not apply to the acquisition and disposal of H Shares by non-PRC investors outside of the PRC.

Estate Duty

As of the date of this Prospectus, no estate duty has been levied in the PRC under the PRC

laws.
Shanghai-Hong Kong Stock Connect Taxation Policy

On October 31, 2014, the MOF, SAT and CSRC jointly issued the Circular on the
Relevant Taxation Policy regarding the Pilot Inter-connected Mechanism for Trading on the
Shanghai Stock Market and the Hong Kong Stock Market ( <[#iAE#S I 55 1 8558 &) B B4
16 il o A BRI B USCBOR 978 A1) ) (Cai Shui [2014] No. 81) (the “Shanghai-Hong Kong Stock
Connect Taxation Policy”) which clarified the relevant taxation policy under Shanghai-Hong
Kong Stock Connection. The Shanghai-Hong Kong Stock Connect Taxation Policy has come
into effect on November 17, 2014.

Pursuant to the Shanghai-Hong Kong Stock Connect Taxation Policy, individual income
tax will be temporarily exempted for transfer spread income derived from investment by
mainland individual investors in stocks listed on the Hong Kong Stock Exchange through
Shanghai-Hong Kong Stock Connect from November 17, 2014 to November 16, 2017.
Pursuant to the Notice on Continuing the Application of Relevant Individual Income Tax
Policies regarding the Inter-connected Mechanism of Trading on the Shanghai Stock Market
and the Hong Kong Stock Market ( B A2 A TIE W B2 45 58 &) B 6k B A B ol A R IR
FITASBLECR 94 A1) ) (Cai Shui [2017] No. 78), which was issued by the MOF, SAT and CSRC
on November 1, 2017, the aforesaid individual income tax shall continue to be temporarily
exempted from November 17, 2017 to December 4, 2019. Pursuant to the Notice on Continuing
the Application of Individual Income Tax Policies Relating to Shanghai-Hong Kong Stock
Connect and Shenzhen-Hong Kong Stock Connect and Mainland and Hong Kong Mutual
Recognition of Funds ( (BARAEEIATIEAS - VRUEIBCE T35 5 5 B WS 5300 A6 1) AR oA b B s
FEHRARMEAPEB BRI A %) ) (Announcement [2019] No. 93 of the MOF) which
was issued by the MOF, SAT and CSRC on December 4, 2019, the aforesaid individual income
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tax shall continue to be temporarily exempted from December 5, 2019 to December 31, 2022.
Business tax will be temporarily exempted in accordance with the current policy for the spread
income derived from dealing in stocks listed on Hong Kong Stock Exchange by mainland
individual investors through Shanghai-Hong Kong Stock Connection; for avoidance of doubt,
the aforesaid business tax shall mean Value-added Tax (the “VAT”) due to business tax was
replaced with VAT. For dividends obtained by mainland individual investors or mainland
securities investment funds from investing in H shares listed on Hong Kong Stock Exchange
through Shanghai-Hong Kong Stock Connection, individual income tax shall be withheld by
H-share companies at the tax rate of 20%. For dividends obtained by mainland individual
investors or mainland securities investment funds from investing in non-H shares listed on
Hong Kong Stock Exchange through Shanghai-Hong Kong Stock Connection, individual
income tax shall be withheld by China Securities Depository and Clearing Co., Ltd (the
“CSDC”) at the tax rate of 20%. Individual investors may, by producing the tax payments
document, apply for tax credit relating to the withholding tax already paid abroad to the
competent tax authority of CSDC.

Pursuant to the Shanghai-Hong Kong Stock Connect Taxation Policy, enterprise income
tax will be levied according to law on transfer spread income and dividend income (included
in total income) derived from investment by mainland enterprise investors in stocks listed on
the Hong Kong Stock Exchange through Shanghai-Hong Kong Stock Connection. Business tax
will be levied or exempted in accordance with the current policy for spread income derived
from dealing in stocks listed on the Stock Exchange by mainland enterprise investors through
Shanghai-Hong Kong Stock Connection; for avoidance of doubt, the aforesaid business tax
shall mean VAT due to business tax was replaced with VAT. In particular, enterprise income tax
will be exempted according to law for dividend income obtained by mainland resident
enterprises which hold H shares for at least 12 consecutive months. For dividend income
obtained by mainland enterprise investors, H-share companies will not withhold dividend
income tax for mainland enterprise investors. The tax payable shall be declared and paid by the
enterprises themselves. Mainland enterprise investors, when declaring and paying enterprise
income tax themselves, may apply for tax credit according to law in respect of dividend income
tax which has been withheld and paid by non-H share companies listed on the Hong Kong
Stock Exchange.

Pursuant to the Shanghai-Hong Kong Stock Connect Taxation Policy, mainland investors
who trade or inherit shares listed on the Hong Kong Stock Exchange, or give such shares as
gifts, through Shanghai-Hong Kong Stock Connection shall pay stamp duty in accordance with
the current tax laws of Hong Kong. CSDC and Hong Kong Securities Clearing Company
Limited, may collect the abovementioned stamp duty on each other’s behalf.
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PRINCIPAL TAXATION OF OUR COMPANY IN THE PRC
Enterprise Income Tax

According to the EIT Law, a resident enterprise shall pay EIT for its global income
originating from both inside and outside PRC at an EIT rate of 25%. Foreign invested
enterprises in the PRC falls into the category of resident enterprises, which shall pay EIT for
the global income originating from both inside and outside PRC at an EIT rate of 25%. A
non-resident enterprise having no establishment or premise in the PRC, or for a non-resident
enterprise whose incomes has no real connection with its establishment or premise in the PRC
shall pay enterprise income tax for the incomes derived from the PRC at a rate of 10%.

Pursuant to the Administrative Measures on Accreditation of High-tech Enterprises ( /i
FH A E R B HHHL) ) (Guo Kai Fa Huo [2016] No. 32), which was promulgated by the
Ministry of Science and Technology, the MOF and SAT on January 29, 2016, and took effect
from January 1, 2016, qualifications of an accredited high-tech enterprise shall be valid for
three years from the date of issuance of the certificate upon obtaining the qualification as a
high-tech enterprise, the enterprise shall complete tax reduction and exemption formalities
with the tax authorities in charge pursuant to the provisions of Article 4 of these measures.

Value-added Tax

According to the Interim Regulations of the PRC on Value-Added Tax ( (% A RALAN
B HE{E B BT 71641) ) which was promulgated by the State Council on December 13, 1993, and
amended on November 10, 2008, February 6, 2016 and November 19, 2017, and the Detailed
Rules for the Implementation of the Provisional Regulations of the PRC on Value-added Tax
( (RN RILFN B S (R AT BB MEAIHI) ) which was promulgated by the MOF on
December 25, 1993 and subsequently amended on December 15, 2008 and October 28, 2011,
all enterprises and individuals that engage in the sale of goods, the provision of processing,
repair and replacement services, sales of service, intangible assets and real estate and the
importation of goods within the territory of the PRC shall pay value-added tax at the rate of
17%, except when specified otherwise.

In accordance with Circular on Comprehensively Promoting the Pilot Program of the
Collection of Value-added Tax in Lieu of Business Tax ( B 214 BH & SE R iU (B ALt
EERYZEAT) ) (Cai Shui [2016] No. 36), which was promulgated on March 23, 2016 and came
into effect on May 1, 2016, upon approval of the State Council, the pilot program of the
collection of VAT in lieu of business tax shall be promoted nationwide in a comprehensive
manner starting from May 1, 2016.

The Notice on the Adjustment to VAT Rates ( Bt B G EBIBR AV EN) ) (Cai Shui
[2018] No. 32), promulgated by the MOF and the SAT on April 4, 2018 and became effective
as of May 1, 2018 adjusted the applicative rate of VAT, and the deduction rates of 17% and 11%
applicable to the taxpayers who have VAT taxable sales activities or imported goods are
adjusted to 16% and 10%, respectively.
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According to the Announcement on Relevant Policies for Deepening Value-Added Tax
Reform ( (B GEALHERBCEA BIEUR K245 ) ) (Announcement [2019] No. 14 of the
MOF, SAT and the General Administration of Customs), promulgated by MOF, SAT and
General Administration of Customs on March 20, 2019 and became effective on April 1, 2019,
the VAT rates of 16% and 10% applicable to the taxpayers who have VAT taxable sales
activities or imported goods are adjusted to 13% and 9%, respectively.

FOREIGN EXCHANGE

The lawful currency of the PRC is Renminbi, which is currently subject to foreign
exchange control and cannot be freely converted into foreign currency. The State
Administration of Foreign Exchange (the “SAFE”), with the authorization of the People’s Bank
of China (the “PBOC”), is empowered with the functions of administering all matters relating
to foreign exchange, including the enforcement of foreign exchange control regulations.

The Regulations on Foreign Exchange Control of the PRC ( {H#E A R0 [# Ff ife 45 2
&1 ), which was issued by the State Council on January 29, 1996, implemented on April 1,
1996 and latest amended on August 5, 2008. The latest amendment to the Regulations on
Foreign Exchange Control of the PRC clearly states that PRC will not impose any restriction
on international current payments and transfers, while capital items are still subject to the
existing restrictions.

The Regulations for the Administration of Settlement, Sale and Payment of Foreign
Exchange ( (&5HE ~ B HE J2 5 FEAS 2R € ) ) (Yin Fa [1996] No. 210), which was promulgated
by the PBOC on June 20, 1996 and implemented on July 1, 1996, removes other restrictions
on convertibility of foreign exchange under current items, while imposing existing restrictions
on foreign exchange transactions under capital account items.

According to the relevant laws and regulations in the PRC, PRC enterprises (including
foreign investment enterprises) which need foreign exchange for current item transactions may,
without the approval of the foreign exchange administrative authorities, effect payment
through foreign exchange accounts opened at the designated foreign exchange bank, on the
strength of valid transaction receipts and proof. Foreign investment enterprises which need
foreign exchange for the distribution of profits to their shareholders and PRC enterprises
which, in accordance with regulations, are required to pay dividends to their shareholders in
foreign exchange (such as our Company) may, on the strength of resolutions of the board of
directors or the shareholders’ meeting on the distribution of profits, effect payment from
foreign exchange accounts at the designated foreign exchange bank, or effect exchange and
payment at the designated foreign exchange bank.

On October 23, 2014, the State Council issued the Decision of the State Council on
Canceling and Adjusting a Group of Administrative Approval Items and Other Matters ( [
5 e B T B 0 R B — AT B LI H S5 SR E D) ) (Guo Fa [2014] No. 50), which
canceled the administrative approval by the SAFE and its branches for matters concerning the
repatriation and settlement of foreign exchange of overseas-raised funds through overseas
listing.
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According to the Notice on Issues Concerning the Foreign Exchange Administration of
Overseas Listing ( CBEAEEAM iy Shife & 247 BH R RE A28 50) ) (Hui Fa [2014] No. 54) issued
by the SAFE and implemented on December 26, 2014, a domestic company shall, within
15 business days from the date of the end of its overseas listing issuance, register the overseas
listing with the local branch office of SAFE at the place of its establishment; the proceeds from
an overseas listing of a domestic company may be remitted to the domestic account or
deposited in an overseas account, but the use of the proceeds shall be consistent with the
content of the prospectus and other disclosure documents. A domestic company (except for
bank financial institutions) shall present its certificate of overseas listing to open a special
account at a local bank for its initial public offering (or follow-on offering) and repurchase
business to handle the exchange, remittance and transfer of funds for the business concerned.

According to the Notice of Foreign Exchange on Further Simplifying and Improving
Policies for the Foreign Exchange Administration of Direct Investment ( (BiA#E—fli{L
MCHE A E A EE FRIBOGR A4 AT) ) (Hui Fa [2015] No. 13), which was issued by the SAFE
on February 13, 2015, came into effect on June 1, 2015 and partially repealed on 30 December,
2019, the confirmation of foreign exchange registration under domestic direct investment and
the confirmation of foreign exchange registration under overseas direct investment shall be
directly examined and handled by banks. SAFE and its branch offices shall indirectly regulate
the foreign exchange registration of direct investment through banks.

According to the Notice on Revolutionizing and Regulating Capital Account Settlement
Management Policies (€ [B el i1 RR i 6 A T H &5 T FLEUR 1978 %1) ) (Hui Fa [2016] No.
16) which was promulgated by the SAFE and implemented on June 9, 2016, foreign currency
earnings in capital account that relevant policies of willingness exchange settlement have been
clearly implemented on (including the recalling of raised capital by overseas listing) may
undertake foreign exchange settlement in the banks according to actual business needs of the
domestic institutions. The tentative percentage of foreign exchange settlement for foreign
currency earnings in capital account of domestic institutions is 100%, subject to adjust of the

SAFE in due time in accordance with international revenue and expenditure situations.

On January 26, 2017, Notice on Further Promoting the Reform of Foreign Exchange
Administration and Improving the Examination of Authenticity and Compliance ( Bt #E—
A S R B e EE A B AT) ) (Hui Fa [2017] No. 3) was issued by
SAFE to further expand the scope of settlement for domestic foreign exchange loans, allow
settlement for domestic foreign exchange loans with export background under goods trading,
allow repatriation of funds under domestic guaranteed foreign loans for domestic utilization,
allow settlement for domestic foreign exchange accounts of foreign institutions operating in the
Free Trade Pilot Zones, and adopt the model of full-coverage RMB and foreign currency
overseas lending management, where a domestic institution engages in overseas lending, the
sum of its outstanding overseas lending in RMB and outstanding overseas lending in foreign
currencies shall not exceed 30% of its owner’s equity in the audited financial statements of the

preceding year.
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OVERVIEW

We are a leading non-clinical CRO focused on drug safety assessment. We are also in the
process of expanding our offerings to an integrated range of services covering discovery,
pre-clinical and clinical trial stages in the drug R&D service chain. Our non-clinical studies
refer to pharmaceutical R&D studies other than clinical trials conducted on human subjects.
Such non-clinical studies encompass all major stages of the pharmaceutical R&D process,
including discovery, pre-clinical and clinical trial stages. Setting out as a CRO specialized in
pharmacology and toxicology studies for innovative drugs in China, we have now become the
largest CRO in non-clinical drug safety assessment in China with a market share of 15.7% in
terms of revenues in 2019, according to Frost & Sullivan.

The history of our Company dates back to August 11, 1995 when JOINN Laboratories
(China) Research and Development Centre (V5% FAT87 440 75 B %% HH.0>) was established as an
enterprise owned by the whole people (2R FrAfil3) with a registered share capital of
RMBO.1 million, funded primarily by our initial shareholders with their personal funds.The
shareholding structure of JOINN Laboratories (China) Research and Development Centre as of
the date of its establishment was as follows.

Percentage of

Name of the Shareholders shareholding

(%)
Ms. Feng . ... 50
Mr. Zhou . ... 50

Details of the background of Ms. Feng is set out in the section headed “Directors,
Supervisors and Senior Management” in this Prospectus. Mr. Zhou is the spouse of Ms. Feng.
He is not involved in the day-to-day management of our Company and does not serve any role

in our Company.

On February 25, 1998, JOINN Laboratories (China) Research and Development Centre
was converted into a joint stock co-operative enterprise (Ftr&1EMI®2E) and renamed as
JOINN Laboratories (China) Research Centre (5 BRATHTZEWT 5T H0>).

On February 14, 2008, JOINN Laboratories (China) Research Centre was converted into
a limited liability company and renamed as JOINN Laboratories (China) Ltd. (Jt5tBEAT#74E
WHIE LA BR S A).
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On December 26, 2012, upon approval by Beijing Administration for Industry and
Commerce (ALEFE T LEATEAE #R), JOINN Laboratories (China) Ltd. was converted into a
joint-stock company with limited liability and renamed as JOINN Laboratories (China) Co.,
Ltd. (ALt BEATHSEWT 55 0 B A FRZA 7)), which is our Company. Our PRC Legal Advisor
has confirmed that our Company has been duly incorporated and is validly existing as a joint
stock company with limited liability and the conversion is in compliance with the relevant PRC

laws and regulations in all material respects.

Since August 25, 2017, our A Shares have been listed on the Shanghai Stock Exchange
(stock code: 603127). Since the date of our listing on the Shanghai Stock Exchange and up to
the Latest Practicable Date, we had not received any notice from the Shanghai Stock Exchange
alleging any non-compliance incidents on the part of our Company, and our Directors confirm
that we had no instances of non-compliance with the rules of the Shanghai Stock Exchange in
all material respects, and to the best knowledge of our Directors after having made all
reasonable enquiries, there is no matter that should be brought to investors’ attention in relation
to our compliance record on the Shanghai Stock Exchange. Based on the filings on the website
of the Shanghai Stock Exchange, the information available in the public domain and the
independent due diligence conducted, the Sole Sponsor and our PRC Legal Advisor are of the
view that the above confirmation of our Directors with regard to our compliance record is
accurate and reasonable. There was an alleged violation of an undertaking (the
“Undertaking”) provided by our Company in 2011 for the purpose of the listing of the A shares
of Staidson on the Shenzhen Stock Exchange, in respect of the related party transactions
conducted between Staidson and our Company involving the provision of clinical CRO
services by our Company to Staidson. As of the Latest Practicable Date, our Company or Ms.
Feng had not received any inquiry, penalty, sanctions or be recorded in the securities and
futures market integrity archives as a result of the relevant related party transactions and the
Undertaking. For details of the Undertaking and the alleged violation, see “Connected
Transactions — B. Non-Exempt Continuing Connected Transaction — 1. Staidson Research
and Development Service Framework Agreement — Further Information about the Historical
Related Party Services Transactions with Staidson Group”.
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BUSINESS DEVELOPMENT MILESTONES

The following table shows our key business development milestones since our inception.

Year

Event

JOINN Laboratories (China) Research and
Development Centre was established and our
facilities in Beijing commenced operations.

Our first safety assessment on a gene therapy
drug was completed.

Our Company passed our first GLP inspection
conducted by NMPA and subsequently passed
every GLP inspection conducted by NMPA.

JOINN Laboratories (Suzhou) was established.

Both of our facilities in Beijing and Suzhou
obtained AAALAC certification.

Our facilities in Beijing successfully passed
U.S. FDA’s GLP inspection and on-site audit.

Our facilities in Suzhou obtained the first GLP
certification from NMPA.

Our facilities in Beijing successfully passed
U.S. FDA’s second GLP inspection.

Our facilities in Suzhou was accredited for the
OECD GLP certification issued by an agency
with OECD authority.

Our facilities in Suzhou successfully passed
U.S. FDA’s first GLP inspection.

Our Company’s A Shares were listed on the
Shanghai Stock Exchange.

Our facilities in Suzhou successfully passed
U.S. FDA’s second GLP inspection.

We acquired Biomere, a pre-clinical CRO in the
U.S.
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MAJOR CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS
Conversion into a limited liability company in February 2008

On February 14, 2008, upon approval by Beijing Administration for Industry and
Commerce, JOINN Laboratories (China) Research Centre was converted into a limited liability
company with a registered capital of RMBS50 million and renamed as JOINN Laboratories
(China) Ltd. The amount of registered share capital was determined with reference to the asset
appraisal value of JOINN Laboratories (China) Ltd. Upon completion of the conversion into
a limited liability company, the shareholding structure of JOINN Laboratories (China) Ltd. was

as follows:
Approximate
percentage of
Name of the Shareholder shareholding
(%)
Ms. Feng . ... 42.50
Mr. Zhou . ... 42.50
Mr. Zuo Conglin (ZEREM) .. ..o 5.00
Ms. Li Tao (FERD" oo 5.00
Mr. Zhang Hongshan (GRUELN™ .00 o o o 5.00
Total . .. . ... 100.00
Notes:

(1)  Ms. Li Tao and Mr. Zhang Hongshan are former employees of our Company who resigned in 2002
voluntarily and are Independent Third Parties.

Conversion into a Joint Stock Company in December 2012

On December 26, 2012, upon registration with the Beijing Administration for Industry
and Commerce, JOINN Laboratories (China) Ltd. was converted into a joint stock company
with a registered share capital of RMB61,300,000 and renamed as JOINN Laboratories (China)
Co., Ltd.. The audited net assets of RMB121,038,060.33 of JOINN Laboratories (China) Ltd.
as at June 30, 2012 were converted into 61,300,000 Shares of RMB1.00 per Share.
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The shareholding structure of our Company immediately after the completion of the

conversion into a joint stock company was as follows:

Approximate

Number of  percentage of

Name of the Shareholder shares shareholding

(%)

Ms. Feng . ..............o i, 23,309,500 38.03

ML ZhOU . ..o 12,853,100 20.97

Mr. Gu Zhenqi (BI#RID® ... o 7,900,600 12.89

Ms. Gu Meifang (BIZEF)® ... ... ... .. ... .. 4,935,600 8.05

Mr. Zuo Conglin .. ........ ... ... ... .... 3,649,000 5.95

Mr. Li Chengyu (ZFME)® ... ... ... ... .. 2,627,700 4.29
Suzhou Xiangtang Venture Capital Co., Ltd.

(BN EVERZEREAREEATHD . 1,920,000 3.13
Kunshan Hengding Foundation Equity Investment

Partnership (Limited Partnership) (E 11115 &% %

EBEREEGBREAEREEND ... 1,380,000 2.25
Ms. Sun Yunxia (FREE) ... ... 856,100 1.40
Jiangsu Jinmao Low Carbon Industry Venture

Capital Co., Ltd. (VL#&4 K0k LR ERER

BRATDD 600,000 0.98
Mr. Feng Qiuling (BERE)® ... ... ... .. ... 518,400 0.85
Mr. Sun Huiye (REEZE)D oo L 60,000 0.10
Ms. Liu Xiuwen (B|FH0OMY .o . L. 50,000 0.08
Mr. Cai Yuchun (B8 EFH)® ... ... ... ... .. 50,000 0.08
Mr. Gu Jingliang (BREFEH ... ... .. ... 30,000 0.05
Mr. He Yanan (/55 5) ... .. .. ... 30,000 0.05
Ms. Ma Jinling (J54&¥)® ... ... o L. 30,000 0.05
Ms. Yin Lili GFFEEFDD oo 30,000 0.05
Ms. Du Jie (FEEHTO oo 30,000 0.05
Mr. Yu Chunrong (FHZ)"Y ... ... .. .. ... 30,000 0.05
Mr. Zhang Sucai GREA)® ... ... ... .. 30,000 0.05
Mr. Li Hongzhen (Z=BEE)® ... .. ... 30,000 0.05
Ms. Li Yuejuan (FHI) ... oL 30,000 0.05
Mr. Song Shaowei (REAMFE)Y ... ... L. 30,000 0.05
Mr. Zhang Haifei GRIER) ... ... ... ... 30,000 0.05
Mr. Yang Xiaodong (#HBEH)" ... ... ... 30,000 0.05
Mr. Zhang Yanlin (GREEMO)D 0oL 20,000 0.03
Mr. Zhang Qingzhi (GRER)® ... ... ... ... .. 20,000 0.03
Ms. Ma Xianmei (E&EMH ... ... ... ... 20,000 0.03
Mr. Wang Hui (EHHTO 00 . 20,000 0.03
Ms. Li Ye (ZZ)MD oo 20,000 0.03
Mr. Wang Xiaofan (EBEJL)® ... ... .. ... .. 20,000 0.03
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Approximate

Number of  percentage of

Name of the Shareholder shares shareholding

(%)

Mr. Deng Le (BB44)® ... . . ... ... ... .. 20,000 0.03

Ms. Peng Xia (GZE2) ... ... ... ... ... ... .. 20,000 0.03

Ms. Xu Jie (R ..o 20,000 0.03

Mr. Zhang Shaojie (SR ... L. 20,000 0.03

Mr. Song Liangwen (RR3O)M® ... ... ... .. 20,000 0.03

Ms. Fan Yong (B#5)' ... . 10,000 0.02

Total ..................... ... ... ..... 61,300,000 100.00
Notes

(1) Mr. Gu Zhengqi is the father of Mr. Gu Xiaolei, a non-executive Director of our Company.

(2)  Ms. Gu Meifang is a former director of our Company who ceased to be a director since January 2019
due to expiration of her tenure. Ms. Gu Meifang is the aunt of Mr. Gu Xiaolei.

(3)  Mr. Li Chengyu and Ms. Ma Xianmei are Independent Third Parties. Ms. Ma Xianmei is the wife of Mr.
Song Liangwen, a Shareholder of our Company who is also an Independent Third Party.

(4)  Suzhou Xiangtang Venture Capital Co., Ltd. is a venture capital fund established in the PRC in 2007.
It is owned as to 88.75% by Xiangtang Group Co., Ltd. (Fr Y82 [ A FRA A, formerly known as Jiangsu
Xiangtang Group Co., Ltd.), which is wholly-owned by Mr. Gu Zhengi and Mr. Gu Jianping (BT,
who are the father and grandfather of Mr. Gu Xiaolei respectively.

(5)  Kunshan Hengding Foundation Equity Investment Partnership (Limited Partnership) is a private equity
fund established in the PRC in 2012. The executive partner of Kunshan Hengding Foundation Equity
Investment Partnership LP (B 11E & EE 2R E S B ARG RAE)) is Mr. Liang Shun (R[E), an
Independent Third Party.

(6)  Ms. Sun Yunxia is an executive Director and the vice general manager of our Company.

(7)  Jiangsu Jinmao Low Carbon Industry Venture Capital Co., Ltd. is a private equity fund established in
the PRC in 2010. It is owned by Changshou Jingxin Low Carbon Industry Investment Co., Ltd. GE
G RIRE R R EA R AT ), an Independent Third Party, as to 67.11%.

(8)  Ms. Feng Qiuling is an employee of our Group and is the sister of Ms. Feng.

(9)  Mr. Cai Yuchun, Mr. Gu Jingliang, Mr. He Yanan, Ms. Ma Jinling, Mr. Zhang Sucai, Mr. Li Hongzhen,
Ms. Li Yuejuan, Mr. Zhang Haifei, Mr. Zhang Qingzhi, Mr. Deng Le, Ms. Peng Xia and Mr. Zhang
Shaojie are employees of our Group who are Independent Third Parties.

(10) Ms. Liu Xiuwen, Mr. Yu Chunrong, Mr. Wang Xiaofan, Ms. Du Jie, Mr. Song Shaowei and Mr. Wang
Hui are former employees of our Group who are Independent Third Parties.

(11)  Mr. Sun Huiye, Ms. Yin Lili and Ms. Li Ye are Supervisors of our Company.
(12) Mr. Gu Jingliang is a member of the senior management of our Company.

(13) Mr. Yang Xiaodong is an employee of our Group, who is the son of the aunt of Mr. Gu Zhenqi, who is
in turn the father of Mr. Gu Xiaolei, a non-executive Director of our Company.

(14) Mr. Zhang Yanlin and Ms. Fan Yong are employees of our Group who are Independent Third Parties.
They are spouses.

(15) Ms. Xu Jie is an employee of our Group, who is the granddaughter of Ms. Feng’s aunt and the wife of
Mr. Gu Jingliang, a member of the senior management of our Company.

(16) Mr. Song Liangwen is a former employee of our Group and an Independent Third Party. He is the
husband of Ms. Ma Xianmei, a Shareholder of our Company who is also an Independent Third Party.
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Share transfers from December 2012 to August 2017

On June 23, 2014, Ms. Liu Xiuwen entered into a share transfer agreement with Mr. Gao
Dapeng (/5 K M) pursuant to which Ms. Liu Xiuwen transferred 50,000 Shares of our Company
to Mr. Gao Dapeng at a consideration of RMB200,000. The transfer of the Shares took place
after Ms. Liu Xiuwen’s resignation from our Company in 2011 and the consideration for the
transfer of the Shares was determined based on arm’s length negotiation between the two
parties. Mr. Gao Dapeng is an executive Director, the general manager, the secretary to the
Board and a joint company secretary of our Company.

On January 5, 2015, Mr. Wang Hui and Mr. Yu Chunrong entered into share transfer
agreements with Ms. Feng pursuant to which Mr. Wang Hui and Mr. Yu Chunrong transferred
20,000 and 30,000 Shares of our Company to Ms. Feng at consideration of RMB89,976 and
RMB135,000 respectively. The consideration were determined based on arm’s length

negotiation between the parties.

On January 25, 2015, Suzhou Xiangtang Venture Capital Co., Ltd. entered into a share
transfer agreement with its wholly-owned subsidiary, Lasa Business Technology Development
Xiangtang Investment Management Co., Ltd. (i FE &84 7 BH % I A PE B 8 S HLA IRA A |
pursuant to which Suzhou Xiangtang Venture Capital Co., Ltd. transferred 1,920,000 Shares of
our Company to Lasa Business Technology Development Xiangtang Investment Management
Co., Ltd. (F31 1 #EHE H AT B 58 15 7 95 15 4 BLA IR ), at a consideration of RMB19,200,000.
The consideration for the transfer of the Shares was determined based on arm’s length
negotiation between the two parties.

On January 25, 2015, Mr. Gu Zhenqi entered into a share transfer agreement with to his
son, Mr. Gu Xiaolei, who is a non-executive Director of our Company, pursuant to which Mr.
Gu Zhengqi transferred 7,200,600 Shares of our Company to Mr. Gu Xiaolei at a consideration
of RMB7.2 million. The