
Foreign Private Issuer Status and Controlled Company Exemption 

 

Our Company will be considered a “foreign private issuer” under U.S. securities laws and Nasdaq listing 

rules. Nasdaq listing rules include certain accommodations in the corporate governance requirements that 

allow foreign private issuers, such as our Company, to follow “home country” corporate governance practices 

in lieu of the otherwise applicable corporate governance standards of Nasdaq. The application of such 

exceptions requires that we disclose each Nasdaq corporate governance standard that we do not follow and 

describe the British Virgin Islands corporate governance practices we do follow in lieu of the relevant Nasdaq 

corporate governance standard. Upon completion of this offering, we intend to follow British Virgin Islands 

corporate governance practices in lieu of the corporate governance requirements of Nasdaq in respect of the 

following: 

• the majority independent director requirement under Section 5605(b)(1) of the Nasdaq listing 

rules; and 

• the requirement under Section 5605(b)(2) of Nasdaq listing rules that the independent directors 

have regularly scheduled meetings with only the independent directors present. 

British Virgin Islands law does not impose a requirement that our board of directors consist of a majority 

of independent directors or that such independent directors meet regularly without other members present. 

The Company intends to avail itself of these exemptions. Therefore, for as long as the Company remains 

a “foreign private issuer,” the Company will not have the same protections afforded to shareholders of 

companies that are subject to all of these corporate governance requirements. If at any time the Company 

ceases to be a “foreign private issuer” under the rules of Nasdaq, the Company intends to avail itself of the 

“controlled company” exception to Nasdaq’s rules. 

The “controlled company” exception to Nasdaq’s rules provides that a company of which more than 

50% of the voting power is held by an individual, group or another company, a “controlled company” need 

not comply with certain requirements of Nasdaq’s corporate governance rules. Following this offering, 

Mr. ZHOU Kai will control more than 50% of the voting power of our issued and outstanding shares if all 

the Ordinary Shares being offered are sold. Accordingly, we expect to be a “controlled company” within the 

meaning of the corporate governance standards of Nasdaq. Under Nasdaq rules, a “controlled company” may 

elect not to comply with certain Nasdaq corporate governance requirements. 

As a “controlled company,” we may elect not to comply with certain corporate governance standards, 

including that a majority of our board of directors consist of independent directors. For so long as we qualify 

as a controlled company, we may take advantage of these exemptions. Accordingly, our shareholders may 

not have the same protections afforded to shareholders of companies that are subject to all of these corporate 

governance requirements. 

In the event that we cease to be a “foreign private issuer” under the rules of Nasdaq and cease to be a 

“controlled company” and our Ordinary Shares continue to be listed on Nasdaq, the Company’s Board of 

Directors will take all action necessary to comply with the corporate governance rules of Nasdaq, including 

but not limited to, establishing certain committees composed entirely of independent directors, subject to a 

permitted “phase-in” period. 

Notwithstanding the Company’s status as a foreign private issuer or a controlled company, the Company 

will remain subject to the corporate governance standard of Nasdaq that requires the Company to have an 

audit committee with at least three independent directors as well as composed entirely of independent 

directors. For purposes of the audit committee composition requirements, we must have at least one 

independent director on our audit committee at the time of listing, at least two independent directors within 

90 days of listing and at least three independent directors within one year of listing, where at least one of the 

independent directors qualifies as an audit committee financial expert under SEC rules and as a financially 

sophisticated audit committee member under the Nasdaq rule.  

 


