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CALCULATION OF REGISTRATION FEE

Proposed Proposed
maximum maximum Amount of
Amount to offering price aggregate registration
Title of each class of securities to be registered be registered” per unit offering price® fee®
Common Shares, par value $0.021848 per
share 440,890,986 N/A $ 25,157.69 $ 2.74

(1)  Represents the estimated maximum number of common shares of the Registrant expected to be issued in connection
with the transactions contemplated by the agreement and plan of merger (the “merger agreement”) by and among the
Registrant, Newegg Inc. (“Newegg”) and Lightning Delaware Sub, Inc., as described herein, calculated as the product
of (a) the sum of (i) 849,159 shares of Newegg Class A common stock, par value $0.001 per share, issued and
outstanding as of April 9, 2021, (ii) 24,870,027 shares of Newegg Series AA preferred stock, par value $0.001 per
share, issued and outstanding as of April 9, 2021, (iii) 36,475,987 shares of Newegg Series A preferred stock, par
value $0.001 per share, issued and outstanding as of April 9, 2021, (iv) 11,449,816 shares of Newegg Class A
common stock subject to outstanding stock options and restricted stock awards outstanding as of April 9, 2021, and
(v) 1,828,073 shares of Newegg Class A common stock available for issuance under Newegg’s equity plans as of
April 9, 2021, and (b) 5.8417, the exchange ratio specified in the merger agreement, as described herein. Pursuant to
Rule 416(a) under the Securities Act of 1933, as amended (the “Securities Act”), there are also being registered an
indeterminable number of additional securities as may be issued to prevent dilution resulting from stock splits, stock
dividends or similar transactions prior to the completion of the merger transaction described herein.

(2)  Estimated solely for purposes of calculation of the registration fee in accordance with Rule 457(f) of the Securities
Act. Newegg is a private company and no market exists for its equity securities. Newegg has accumulated a capital
deficit; therefore, pursuant to Rule 457(f)(2) under the Securities Act, the proposed maximum offering price is one-
third of the aggregate par value of Newegg’s capital stock being acquired in the proposed merger, which is calculated
by taking one-third of the product of the par value of $0.001 and the maximum number of shares of Newegg capital
stock that may be exchanged in the merger, or 75,473,062 shares of Newegg capital stock (computed as of April 9,
2021, and inclusive of all shares of Newegg capital stock issuable upon conversion of any securities convertible into
or exercisable for shares of Newegg capital stock).

(3) Previously paid.

The registrant hereby amends this registration statement on such date or dates as may be necessary to
delay its effective date until the registrant shall file a further amendment which specifically states that
this registration statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933 or until the registration statement shall become effective on such date as the
Commission, acting pursuant to such Section 8(a), may determine.
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Information contained herein is subject to completion or amendment. A registration statement relating to
these securities has been filed with the Securities and Exchange Commission. These securities may not be
sold nor may offers to buy be accepted prior to the time the registration statement becomes effective. This
proxy statement/prospectus shall not constitute an offer to sell or the solicitation of an offer to buy nor
shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would
be unlawful.

PRELIMINARY — SUBJECT TO COMPLETION — DATED APRIL 12, 2021
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MERGER AND DISPOSITION PROPOSALS — YOUR VOTE IS VERY IMPORTANT
[ ], 2021
Dear Shareholder:

You are cordially invited to a special meeting of shareholders of Lianluo Smart Limited (which we refer to as
the Company or we, us or our) to be held on May 12, 2021 at 10:00 a.m., local time, at our offices located at
Room 1003B, 10® Floor, BeiKong Technology Building, No. 10 Baifuquan Road, Changping District, Beijing,
102200, People’s Republic of China. At the special meeting, you will be asked to vote on the important matters
described in detail in the notice of special meeting of shareholders and proxy statement/prospectus
accompanying this letter.

One of the matters that you will be asked to vote on at the special meeting is the adoption of an agreement and
plan of merger, dated as of October 23, 2020, and as it may be amended from time to time (which we refer to as
the merger agreement), by and among the Company, Newegg Inc., a Delaware corporation, or Newegg, and
Lightning Delaware Sub, Inc., a Delaware corporation and wholly owned subsidiary of the Company, or Merger
Sub, pursuant to which Merger Sub will be merged with and into Newegg, with Newegg continuing as the
surviving corporation and a wholly owned subsidiary of the Company (we refer to this transaction as the
merger).

If the merger is completed, each share of the capital stock of Newegg that was issued and outstanding
immediately prior to the effective time of the merger will be converted into the right to receive 5.8417 common
shares of the Company (which we refer to as the exchange ratio), plus the right, if any, to receive cash in lieu of
fractional shares of the Company (which we collectively refer to as the merger consideration); provided that the
exchange ratio shall be appropriately adjusted to reflect the effect of any share split, split-up, reverse share split,
share dividend or distribution of securities convertible into the Company’s common shares or Newegg’s capital
stock or any reorganization, recapitalization, reclassification or other like change with respect to Company’s
common shares or Newegg’s capital stock having a record date occurring on or after the date of the merger
agreement and prior to the completion of the merger.

Although the exchange ratio for the merger consideration is fixed (subject to the adjustments described above),
the market value of the merger consideration will fluctuate with the market price of our Class A common shares.
Based on the closing price of $3.28 on October 23, 2020, the last trading day before the public announcement of
the signing of the merger agreement, the implied aggregate value of the merger consideration was
approximately $1.19 billion. Based on the closing price on April 9, 2021, the most recent practicable date

before the date of the accompanying proxy statement/prospectus, the implied aggregate value of the merger
consideration was approximately $3.11 billion. Our Class A common shares are listed on the NASDAQ Capital
Market under the trading symbol “LLIT.”

We estimate that we will issue approximately 363,325,542 common shares to Newegg stockholders upon
completion of the merger, based on the number of shares of Newegg issued and outstanding as of April 9, 2021,
the most recent practicable date for which such information was available. Immediately following the
completion of merger, our shareholders immediately prior to the merger are expected to own approximately
1.32% of our outstanding common shares and former Newegg stockholders are expected to own approximately
98.68% of our outstanding common shares (based on shares outstanding as of April 9, 2021).

Another matter that you will be asked to vote on at the special meeting is adoption of an equity transfer
agreement, dated as of October 23, 2020, and as it may be amended from time to time (which we refer to as the
disposition agreement), among Beijing Fenjin Times Technology Development Co., Ltd., or the Purchaser,



Lianluo Connection Medical Wearable Device Technology (Beijing) Co., Ltd., or Lianluo Connection, and the
Company, pursuant to which we will sell all of our equity interests in Lianluo Connection, our wholly owned
subsidiary, to the Purchaser immediately following completion of the merger (we refer to this transaction as the
disposition).
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Following completion of the merger and the disposition, the business of Newegg, as described in the proxy
statement/prospectus accompanying this letter, will be the business of the Company.

In addition to the foregoing, at the special meeting shareholders will also be asked to vote on proposals to:
. redesignate our authorized shares to eliminate the dual class structure;

. approve a share combination of our issued and outstanding common shares by a ratio of not less
than one-for-two and not more than one-for-fifty at any time no later than June 30, 2021,

. increase the number of common shares that the Company is authorized to issue;

. change the name of the Company to “Newegg Commerce, Inc.” upon the consummation of the
transactions contemplated by the merger agreement; and

. amend and restate our current amended and restated memorandum and articles of association to
effect the foregoing and to make certain other amendments described in the accompanying proxy
statement/prospectus.

Shareholders will also be asked to approve a proposal to adjourn the special meeting to a later date if necessary
to solicit additional proxies if there are not sufficient votes at the time of the special meeting, or any
adjournment or postponement thereof, to approve the foregoing matters.

The record date for determining the shareholders entitled to receive notice of, and to vote at, the special meeting
is March 26, 2021. Only shareholders of record at that time are entitled to notice of, and to vote at, the special
meeting, or any adjournment or postponement of the special meeting.

Each of the special committee of our board of directors and our board of directors unanimously recommended
that shareholders vote “FOR” each proposal set forth in the accompanying proxy statement/prospectus.

Your vote is important. Whether or not you expect to attend the special meeting, we urge you to vote your
shares as promptly as possible by (1) accessing the Internet website specified on your proxy card; (2)
calling the toll-free number specified on your proxy card; or (3) signing and returning the enclosed proxy
card in the postage-paid envelope provided, so that your shares may be represented and voted at the
special meeting. If your shares are held in the name of a bank, broker or other fiduciary, please follow the
instructions on the voting instruction card furnished by the record holder.

The accompanying proxy statement/prospectus provides important information regarding the special meeting
and a detailed description of the merger agreement, the disposition agreement, the merger, the disposition and
the other proposals described above, as well as detailed business and financial information about Newegg. We
urge you to read the accompanying proxy statement/prospectus (and any documents incorporated by reference
into the accompanying proxy statement/prospectus) carefully. Please pay particular attention to the section
“Risk Factors” beginning on page 30 of the accompanying proxy statement/prospectus. You can also
obtain information about us from documents that we have previously filed with the Securities and Exchange
Commission.

We hope to see you at the special meeting and look forward to the successful completion of the merger and the
disposition.

Sincerely,

/s/ Bin Lin

Bin Lin

Chief Executive Officer

Lianluo Smart Limited

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the securities to be issued under the accompanying proxy statement/prospectus or
determined that the accompanying proxy statement/prospectus is accurate or complete. Any
representation to the contrary is a criminal offense.

The accompanying proxy statement/prospectus is dated [ ], 2021 and is first being mailed to shareholders
on or about [ ],2021.
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Lianluo Smart Limited
Room 1003B, 10" Floor, BeiKong Technology Building
No. 10 Baifuquan Road, Changping District

Beijing 102200, People’s Republic of China
+ 86-10-89788107

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 12, 2021

Notice is hereby given that Lianluo Smart Limited (which we refer to as the Company or we, us or our) will
hold a special meeting of shareholders on May 12, 2021 at 10:00 a.m., local time, at our offices located at Room
1003B, 10" Floor, BeiKong Technology Building, No. 10 Baifuquan Road, Changping District, Beijing,
102200, People’s Republic of China. The special meeting will be held for the purpose of allowing shareholders
to consider and vote upon proposals to:

1.

adopt an agreement and plan of merger, dated as of October 23, 2020, and as it may be amended
from time to time (which we refer to as the merger agreement), by and among the Company,
Newegg Inc., a Delaware corporation, or Newegg, and Lightning Delaware Sub, Inc., a Delaware
corporation and wholly owned subsidiary of the Company, or Merger Sub, pursuant to which
Merger Sub will be merged with and into Newegg, with Newegg continuing as the surviving
corporation and a wholly owned subsidiary of the Company (a copy of the merger agreement is
attached as Annex A to the accompanying proxy statement/prospectus) (we refer to this proposal as
the merger proposal);

adopt the equity transfer agreement, dated as of October 23, 2020, and as it may be amended from
time to time (which we refer to as the disposition agreement), among Beijing Fenjin Times
Technology Development Co., Ltd., or the Purchaser, Lianluo Connection Medical Wearable Device
Technology (Beijing) Co., Ltd., or Lianluo Connection, and the Company, pursuant to which we
will sell all of our equity interests in Lianluo Connection, our wholly owned subsidiary, to the
Purchaser immediately following completion of the merger (a copy of the disposition agreement is
attached as Annex E to the accompanying proxy statement/prospectus) (we refer to this proposal as
the disposition proposal);

redesignate all of our issued and unissued Class A common shares of par value of $0.021848 each
and Class B common shares of par value of $0.021848 each into common shares of par value of
$0.021848 each on a one to one basis, thus eliminating the Company’s dual class structure (we refer
to this proposal as the redesignation proposal);

complete a share combination of our issued and outstanding common shares by a ratio of not less
than one-for-two and not more than one-for-fifty no later than June 30, 2021, with the exact ratio to
be set at a whole number within this range, as determined by our board of directors in its sole
discretion (we refer to this proposal as the share combination proposal);

increase the number of common shares that the Company is authorized to issue to an unlimited
number of common shares (we refer to this proposal as the share increase proposal);

change the name of the Company to “Newegg Commerce, Inc.” (we refer to this proposal as the
name change proposal);
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7.  amend and restate our current amended and restated memorandum and articles of association to
effect the redesignation proposal, the share combination proposal, the share increase proposal and
the name change proposal, as well as certain other amendments described in the accompanying
proxy statement/prospectus (a copy of the form of amended and restated memorandum and articles
of association is attached as Annex G to the accompanying proxy statement/prospectus) (we refer to
this proposal as the charter amendment proposal); and

8. approve the adjournment of the special meeting to a later date if necessary to solicit additional
proxies if there are not sufficient votes to approve the merger proposal, the disposition proposal, the
redesignation proposal, the share combination proposal, the share increase proposal, the name
change proposal or the charter amendment proposal at the time of the special meeting, or any
adjournment or postponement thereof (we refer to this proposal as the adjournment proposal).

Our board of directors has fixed the close of business on March 26, 2021 as the record date for the
determination of the shareholders entitled to vote at the special meeting, or any adjournment or postponement
thereof. Only shareholders of record at the record date are entitled to notice of, and to vote at, the special
meeting, or any adjournment or postponement thereof.

A quorum, which is not less than 50% of the votes of our common shares issued and outstanding and entitled to
vote as of the record date, must be present to hold the special meeting. A quorum is calculated based on the
number of votes represented by the shareholders attending the meeting in person and by their proxy holders.

Brokers who hold common shares for a beneficial owner have the discretion to vote on routine proposals when
they have not received voting instructions from the beneficial owner. If a broker indicates on the enclosed proxy
card or its substitute that such broker does not have discretionary authority to vote on a particular matter (broker
non-votes), those shares will be considered as present for purposes of determining the presence of a quorum but
will not be treated as shares entitled to vote on that matter. Note that, if you are a beneficial owner and do not
provide specific voting instructions to your broker, the broker that holds your shares will not be authorized to
vote on any of the proposals because we expect all of the proposals included in this proxy statement/prospectus
are deemed “non-routine” in accordance with applicable NYSE rules and interpretations. Accordingly, we
encourage you to provide voting instructions to your broker, whether or not you plan to attend the special
meeting.

Assuming that a quorum is present, the merger agreement requires the affirmative vote of both (i) a majority of
the votes cast at the special meeting and (ii) a majority of the votes cast at the special meeting which are not
beneficially owned by Hangzhou Lianluo Interactive Information Technology Co., Ltd., or Hangzhou Lianluo,
an entity controlled by Mr. Zhitao He, our former Chairman of Board of Directors and former Chief Executive
Officer, in order to approve the merger proposal, the disposition proposal, the redesignation proposal, the share
combination proposal, the share increase proposal, the name change proposal and the charter amendment
proposal. In addition, assuming that a quorum is present, approval of the redesignation proposal also requires
the affirmative vote of a majority of the issued and outstanding Class B common shares entitled to vote and
voting on that proposal at the special meeting. Approval of the adjournment proposal requires the affirmative
vote of a majority of the votes cast at the special meeting.

Hangzhou Lianluo owns all of our outstanding Class B common shares and has agreed to vote those shares in
favor of all proposals described in this notice. These Class B common shares constitute a majority of the votes
eligible to be cast at the special meeting. Your vote is very important, because proposals 1 through 7 still require
the approval of a majority of the votes cast at the special meeting which are not beneficially owned by
Hangzhou Lianluo.

Each of the special committee of our board of directors and our board of directors unanimously
recommended that shareholders vote “FOR” each proposal above.

By Order of the Board of Directors,

Bin Lin
Chief Executive Officer

Beijing, China
[ 1,2021
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YOUR VOTE IS IMPORTANT!

WHETHER OR NOT YOU EXPECT TO ATTEND THE SPECIAL MEETING, WE URGE YOU TO
SUBMIT YOUR PROXY AS PROMPTLY AS POSSIBLE (1) VIA THE INTERNET, (2) BY
TELEPHONE, OR (3) BY COMPLETING, SIGNING AND DATING THE ENCLOSED PROXY CARD
AND RETURNING IT IN THE POSTAGE-PAID ENVELOPE PROVIDED. IF YOU ATTEND THE
SPECIAL MEETING IN PERSON AND WISH TO VOTE YOUR SHARES AT THE SPECIAL
MEETING, YOU MAY DO SO AT ANY TIME PRIOR TO THE CLOSING OF THE POLLS AT THE
SPECIAL MEETING. You may revoke your proxy or change your vote for shares you hold directly in
your name by (i) sending a signed notice stating that you revoke your proxy to us, that bears a date later
than the date of the proxy you want to revoke and is received prior to the special meeting, (ii) submitting
revised votes over the Internet or by telephone before 10:00 a.m. (Eastern Time) on May 11, 2021, or by
mail that is received prior to the special meeting, or (iii) attending the special meeting in person and
voting your shares or revoking your proxy. If your shares are held in the name of a bank, broker or other
nominee holder of record, please follow the instructions on the voting instruction form furnished to you
by such record holder.

We urge you to read the accompanying proxy statement/prospectus and its annexes carefully and in their
entirety. If you have any questions concerning the special meeting, any of the proposals to be considered at the
special meeting, or the accompanying proxy statement/prospectus, or if you need help voting your shares,
please contact:

Lianluo Smart Limited
Room 1003B, 10" Floor, BeiKong Technology Building
No. 10 Baifuquan Road, Changping District
Beijing 102200
People’s Republic of China
Attention: Corporate Secretary
Telephone: 86-10-89788107
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND THE SPECIAL MEETING

The following are some questions that you, as a shareholder of Lianluo Smart Limited (which we refer to as the
Company or we, us or our), may have regarding the special meeting and the matters to be considered at the
special meeting, as well as brief answers to those questions. You are urged to carefully read this proxy
statement/prospectus and its annexes in their entirety because this section may not provide all of the information
that is important to you with respect to the matters to be considered at the special meeting. Additional important
information is contained in the annexes to this proxy statement/prospectus. See “Where You Can Find More

Information.’

0:

A:

>

Why am I receiving this document and why am I being asked to vote on the merger agreement and the
disposition agreement?

We have entered into a merger transaction with Newegg Inc., a Delaware corporation, or Newegg,
pursuant to which Lightning Delaware Sub, Inc., a Delaware corporation and wholly owned subsidiary of
the Company, or Merger Sub, will be merged with and into Newegg, with Newegg continuing as the
surviving corporation and a wholly owned subsidiary of the Company (we refer to this transaction as the
merger). In order to complete the merger, our shareholders must vote to adopt the agreement and plan of
merger, dated as of October 23, 2020, among the Company, Newegg and Merger Sub. We refer to the
agreement and plan of merger, as it may be amended, supplemented or modified from time to time, as the
merger agreement.

We have also entered into an equity transfer agreement, dated as of October 23, 2020, with Beijing Fenjin
Times Technology Development Co., Ltd., or the Purchaser, and Lianluo Connection Medical Wearable
Device Technology (Beijing) Co., Ltd., or Lianluo Connection, pursuant to which we will sell all of our
equity interests in Lianluo Connection, our wholly owned subsidiary, to the Purchaser immediately
following completion of the merger (we refer to this transaction as the disposition). We refer to the equity
transfer agreement, as it may be amended, supplemented or modified from time to time, as the disposition
agreement.

We are holding a special meeting of shareholders (which we refer to as the special meeting) in order to,
among other things, obtain shareholder approval to adopt the merger agreement and the disposition
agreement. The merger agreement requires the affirmative vote of both (i) a majority of the votes
cast at the special meeting and (ii) a majority of the votes cast at the special meeting which are not
beneficially owned by Hangzhou Lianluo Interactive Information Technology Co., Ltd., or
Hangzhou Lianluo, an entity controlled by Mr. Zhitao He, our former Chairman of Board of
Directors and former Chief Executive Officer, in order to approve the merger proposal and the
disposition proposal. It is important that shareholders vote their shares on these matters, regardless
of the number of shares owned.

This document is being delivered to you as both a proxy statement and a prospectus in connection with the
merger and the disposition. It is the proxy statement by which our board of directors is soliciting proxies
from shareholders to vote at the special meeting, or at any adjournment or postponement of the special
meeting. In addition, this document is the prospectus of the Company pursuant to which it will issue
common shares to the stockholders of Newegg as merger consideration in connection with the merger.

What are shareholders being asked to vote on?

Shareholders are being asked to vote on the following proposals:

. to adopt the merger agreement (we refer to this proposal as the merger proposal);
. to adopt the disposition agreement (we refer to this proposal as the disposition proposal);
. to approve the redesignation of all issued and unissued Class A common shares of par value of

$0.021848 cach and Class B common shares of par value of $0.021848 each into common shares of
par value of $0.021848 each on a one to one basis, thus eliminating the Company’s dual class
structure (we refer to this proposal as the redesignation proposal);

. to approve a share combination of our issued and outstanding common shares by a ratio of not less
than one-for-two and not more than one-for-fifty (which we refer to as the share combination) at



any time no later than June 30, 2021, with the exact ratio to be set at a whole number within this
range, as determined by our board of directors in its sole discretion (we refer to this proposal as the
share combination proposal);
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. to approve an increase of the number of common shares that the Company is authorized to issue to
an unlimited number of common shares (which refer to as the share increase) following the share
combination (we refer to this proposal as the share increase proposal);

. to approve a change of the name of the Company to “Newegg Commerce, Inc.” (we refer to this
proposal as the name change proposal);

. to approve an amendment and restatement of our current amended and restated memorandum and
articles of association to effect the redesignation proposal, the share combination proposal, the share
increase proposal and the name change proposal, as well as certain other amendments described in
this proxy statement/prospectus (we refer to this proposal as the charter amendment proposal); and

. to approve the adjournment of the special meeting if necessary to solicit additional proxies if there
are not sufficient votes to approve the merger proposal, the disposition proposal, the redesignation
proposal, the share combination proposal, the share increase proposal, the name change proposal or
the charter amendment proposal at the time of the special meeting, or any adjournment or
postponement thereof (we refer to this proposal as the adjournment proposal).

The approval the foregoing proposals (other than the adjournment proposal) is a condition to the
obligations of the Company and Newegg to complete the merger.

When and where is the special meeting?

The special meeting will be held on May 12, 2021 at 10:00 a.m., local time, at our offices located at Room
1003B, 10" Floor, BeiKong Technology Building, No. 10 Baifuquan Road, Changping District, Beijing,
102200, People’s Republic of China.

Who is entitled to vote at the special meeting?

All holders of Class A common shares and Class B common shares who held shares at the record date for
the special meeting (the close of business on March 26, 2021) are entitled to receive notice of, and to vote
at, the special meeting. As of the close of business on the record date, there were 3,465,683 Class A
common shares and 1,388,888 Class B common shares issued and outstanding. Each holder of Class A
common shares is entitled to one vote per share and each holder of Class B common shares is entitled to
ten votes per share.

What constitutes a quorum for the special meeting?

The presence at the commencement of the special meeting, in person or by proxy, of not less than 50% of
the votes of the common shares issued and outstanding and entitled to vote constitutes a quorum for the
special meeting. Abstentions will be deemed present at the special meeting for the purpose of determining
the presence of a quorum. Shares held in “street name” with respect to which the beneficial owner fails to
give voting instructions to the broker, bank or other nominee holder of record will not be deemed present
at the special meeting for the purpose of determining the presence of a quorum.

What shareholder vote is required for the approval of each proposal at the special meeting?

The following are the vote requirements set forth in the merger agreement for the approval of the
proposals at the special meeting:

. Merger proposal: Assuming that a quorum is present, the affirmative vote of both (i) a majority of
the votes cast at the special meeting and (ii) a majority of votes cast at the special meeting which are
not beneficially owned by Hangzhou Lianluo is required.

. Disposition proposal: Assuming that a quorum is present, the affirmative vote of both (i) a
majority of the votes cast at the special meeting and (ii) a majority of votes cast at the special
meeting which are not beneficially owned by Hangzhou Lianluo is required.

. Redesignation proposal: Assuming that a quorum is present, the affirmative vote of both (i) a
majority of the votes cast at the special meeting and (ii) a majority of votes cast at the special
meeting which are not beneficially owned by Hangzhou Lianluo is required. In addition, assuming
that a quorum is present, the affirmative vote of a majority of the issued and outstanding Class B
common shares entitled to vote and voting on this proposal at the special meeting is required.
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. Share combination proposal: Assuming that a quorum is present, the affirmative vote of both (i) a
majority of the votes cast at the special meeting and (ii) a majority of votes cast at the special
meeting which are not beneficially owned by Hangzhou Lianluo is required.

. Share increase proposal: Assuming that a quorum is present, the affirmative vote of both (i) a
majority of the votes cast at the special meeting and (ii) a majority of votes cast at the special
meeting which are not beneficially owned by Hangzhou Lianluo is required.

. Name change proposal:  Assuming that a quorum is present, the affirmative vote of both (i) a
majority of the votes cast at the special meeting and (ii) a majority of votes cast at the special
meeting which are not beneficially owned by Hangzhou Lianluo is required.

. Charter amendment proposal: ~ Assuming that a quorum is present, the affirmative vote of both
(i) a majority of the votes cast at the special meeting and (ii) a majority of votes cast at the special
meeting which are not beneficially owned by Hangzhou Lianluo is required.

. Adjournment proposal: The affirmative vote of a majority of the votes cast at the special meeting
is required.

Q: Have any shareholders agreed to vote for or against any of the proposals?

A:  Yes. In conjunction with the merger agreement, Hangzhou Lianluo and its affiliate, Hyperfinite Galaxy
Holding Limited, entered into a Support Agreement dated as of October 23, 2020 pursuant to which such
shareholders agreed to vote in favor of the each of the proposals described in this proxy
statement/prospectus. Hangzhou Lianluo is our controlling shareholder, and is controlled by Mr. Zhitao
He, our former Chairman of Board of Directors and former Chief Executive Officer. Hyperfinite Galaxy
Holding Limited is also controlled by Mr. He. Collectively, Hangzhou Lianluo and Hyperfinite Galaxy
Holding Limited have voting control over 58,937 outstanding Class A common shares and 1,388,888
outstanding Class B common shares, which collectively comprise over 80.4% of the voting power of our
outstanding common shares as of the record date.

Mr. Ping Chen, our former Chief Executive Officer and board member, also entered into a similar Support
Agreement. Mr. Chen holds 201,692 outstanding Class A common shares, which represents
approximately 5.9% of the outstanding voting power which is not controlled by Hangzhou Lianluo as of
the record date. Mr. Chen also holds options exercisable for an additional 65,733 Class A common shares
at exercise prices ranging from $11.60 to $42.48 per share.

Q: Does our board of directors recommend that shareholders approve the merger proposal?

A:  Yes. Each of the special committee of our board of directors (which we refer to as the special committee)
and our board of directors unanimously recommends that shareholders vote “FOR” the approval of the
merger proposal at the special meeting.

Q: Does our board of directors recommend that shareholders approve the disposition proposal?

A:  Yes. Each of the special committee and our board of directors unanimously recommends that shareholders
vote “FOR” the approval of the disposition proposal at the special meeting.

Q: Does our board of directors recommend that shareholders approve the redesignation proposal?

A:  Yes. Each of the special committee and our board of directors unanimously recommends that shareholders
vote “FOR” the approval of the redesignation proposal at the special meeting.

Q: Does our board of directors recommend that shareholders approve the share combination proposal?

A:  Yes. Each of the special committee and our board of directors unanimously recommends that shareholders
vote “FOR” the approval of the share combination proposal at the special meeting.

Q: Does our board of directors recommend that shareholders approve the share increase proposal?

A:  Yes. Each of the special committee and our board of directors unanimously recommends that shareholders
vote “FOR” the approval of the share increase proposal at the special meeting.
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Does our board of directors recommend that shareholders approve the name change proposal?

Yes. Each of the special committee and our board of directors unanimously recommends that shareholders
vote “FOR” the approval of the name change proposal at the special meeting.

Does our board of directors recommend that shareholders approve the charter amendment proposal?

Yes. Each of the special committee and our board of directors unanimously recommends that shareholders
vote “FOR” the approval of the charter amendment proposal at the special meeting.

Does our board of directors recommend that shareholders approve the adjournment proposal?

Yes. Each of the special committee and our board of directors unanimously recommends that shareholders
vote “FOR” the adjournment proposal.

How do I vote my shares at the special meeting?
Via the Internet or by Telephone

If you hold shares directly in your name as a shareholder of record, you may vote via the Internet or by
telephone in accordance with the instructions on your proxy card. In order to submit a proxy to vote via
the Internet or by telephone, you will need the control number on your proxy card (which is unique to
each shareholder to ensure all voting instructions are genuine and to prevent duplicate voting). Votes may
be submitted via the Internet or by telephone 24 hours a day, seven days a week, and must be received by
10:00 a.m. (Eastern Time) on May 11, 2021.

If you hold shares in “street name,” meaning through a broker, bank or other nominee holder of record,
you may vote via the Internet only if Internet voting is made available by your broker, bank or other
nominee holder of record. Please follow the voting instructions provided by your broker, bank or other
nominee holder of record with these materials.

By Mail

If you hold shares directly in your name as a shareholder of record, you may submit a proxy card to vote
your shares by mail. You will need to complete, sign and date your proxy card and return it using the
postage-paid return envelope provided. Your proxy card must be received no later than the close of
business on May 11, 2021.

If you hold shares in “street name,” meaning through a broker, bank or other nominee holder of record, in
order to provide voting instructions by mail, you will need to complete, sign and date the voting
instruction form provided by your broker, bank or other nominee holder of record with these materials and
return it in the postage-paid return envelope provided. Your broker, bank or other nominee holder of
record must receive your voting instruction form in sufficient time to vote your shares.

In Person

If you hold shares directly in your name as a shareholder of record, you may vote in person at the special
meeting. Shareholders of record also may be represented by another person at the special meeting by
executing a proper proxy designating that person and having that proper proxy be presented to the judge
of election with the applicable ballot at the special meeting.

If you hold shares in “street name,” meaning through a broker, bank or other nominee holder of record,
you must obtain a proxy, executed in your favor, from the bank or broker to be able to vote at the special
meeting. To request a proxy executed in your favor, please contact your broker, bank or other nominee
holder of record.

Please carefully consider the information contained in this proxy statement/prospectus. Whether or
not you plan to attend the special meeting, we encourage you to vote via the Internet, by telephone

or by mail so that your shares will be voted in accordance with your wishes even if you later decide
to attend the special meeting.
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We encourage you to register your vote via the Internet, by telephone or by mail. If you attend the special
meeting, you may also vote in person, in which case any votes that you previously submitted — whether
via the Internet, by telephone or by mail — will be revoked and superseded by the vote that you cast at the
special meeting. To vote in person at the special meeting, beneficial owners who hold shares in “street
name” through a broker, bank or other nominee holder of record will need to contact the broker, bank or
other nominee holder of record to obtain a written legal proxy to bring to the meeting. Whether your
proxy is submitted via the Internet, by telephone or by mail, if it is properly completed and submitted, and
if you do not revoke it prior to or at the special meeting, your shares will be voted at the special meeting
in the manner specified by you, except as otherwise set forth in this proxy statement/prospectus.

Q: Ifmy shares are held in “street name,” will my broker, bank or other nominee holder of record
automatically vote my shares for me?

A:  No. If your shares are held in an account at a broker, bank or other nominee holder of record (i.e., in
“street name”’), you must instruct the broker, bank or other nominee holder of record on how to vote your
shares. Your broker, bank or other nominee holder of record will vote your shares only if you provide
instructions on how to vote by filling out the voting instruction form sent to you by your broker, bank or
other nominee holder of record with this proxy statement/prospectus. Brokers, banks and other nominee
holders of record who hold shares in “street name” typically have the authority to vote in their discretion
on “routine” proposals when they have not received instructions on how to vote from the beneficial
owner. However, brokers, banks and other nominee holders of record typically are not allowed to exercise
their voting discretion on matters that are “non-routine” without specific instructions on how to vote from
the beneficial owner. Each of the proposals to be considered at the special meeting as described in this
proxy statement/prospectus are considered non-routine. Therefore brokers, banks and other nominee
holders of record do not have discretionary authority to vote on any of these proposals.

Broker non-votes are shares held by a broker, bank or other nominee holder of record that are present in
person or represented by proxy at the special meeting, but with respect to which the broker, bank or other
nominee holder of record is not instructed by the beneficial owner of such shares on how to vote on a
particular proposal and the broker does not have discretionary voting power on such proposal. Because
brokers, banks and other nominee holders of record do not have discretionary voting authority with
respect to any of the proposals to be considered at the special meeting as described in this proxy
statement/prospectus, if a beneficial owner of shares held in “street name” does not give voting
instructions to the broker, bank or other nominee holder of record, then those shares will not be present in
person or represented by proxy at the special meeting. As a result, there will not be any broker non-votes
in connection with the proposals to be considered at the special meeting as described in this proxy
statement/prospectus.

Q:  How will my shares be represented at the special meeting?

A: Ifyou correctly submit your proxy via the Internet, by telephone, or by mail, the persons named in your
proxy card will vote your shares in the manner you requested. If you sign your proxy card and return it
without indicating how you would like to vote your shares, your proxy will be voted as our board of
directors unanimously recommends, which is “FOR” each of the proposals.

Q: Can I revoke my proxy or change my voting instructions?

A:  Yes. You may revoke your proxy or change your vote in person at any time before the closing of the polls
at the special meeting.

If you are a shareholder of record at the record date for the special meeting, you can revoke your proxy or
change your vote by:

. sending a signed notice stating that you revoke your proxy to us, that bears a date later than the date
of the proxy you want to revoke and is received prior to the special meeting;

. submitting a valid, later-dated proxy via the Internet or by telephone before 10:00 a.m. (Eastern
Time) on May 11, 2021, or by mail that is received prior to the special meeting; or
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. attending the special meeting (or, if the special meeting is adjourned or postponed, attending the
adjourned or postponed meeting) and voting in person, which automatically will cancel any proxy
previously given, or revoking your proxy in person, but your attendance alone will not revoke any
proxy previously given.

If you hold your shares in “street name” through a broker, bank or other nominee holder of record, you
must contact your brokerage firm, bank or other nominee holder of record to change your vote or obtain a
written legal proxy to vote your shares if you wish to cast your vote in person at the special meeting.

Q: What happens if I sell my shares after the record date but before the special meeting?

A: The record date for the special meeting (the close of business on March 26, 2021) is earlier than the date
of the special meeting. If you sell or otherwise transfer your shares after the record date but before the
date of the special meeting, you will retain your right to vote at the special meeting.

Q: What do I do if I receive more than one set of voting materials?

A:  You may receive more than one set of voting materials, including multiple copies of this proxy
statement/prospectus, the related proxy card or the voting instruction form. This can occur if you hold
your shares in more than one brokerage account, if you hold shares directly as a record holder and also in
“street name,” or otherwise through another nominee holder of record, and in certain other circumstances.
If you receive more than one set of voting materials, please separately submit votes for each set of voting
materials in order to ensure that all of your shares are voted.

Q: Are shareholders of the Company entitled to appraisal rights?

A: No, shareholders of the Company are not entitled to dissenters’ rights of appraisal in connection with any
of the proposals to be voted on at the special meeting.

Q: What are the reasons for the merger?

A: In evaluating the merger, the special committee, in consultation with the Company’s management and
outside legal counsel, considered numerous positive factors relating to the merger, including:

. challenges facing the Company’s current medical device business, including a history of significant
operating losses and negative operating cash flows;

. challenges facing the Company in maintaining its competitive position in the highly competitive
medical device market in China;

. challenges facing the Company regarding compliance with NASDAQ Listing Rules, including the
minimum bid price and stockholders’ equity requirements;

. the belief that other strategic alternatives available to the Company, such as continuing to develop
its business through internal growth, were less advisable than the proposed merger under current
circumstances;

. the terms and conditions of the merger agreement and related transaction documents, including the
ability of the Company to continue to solicit, negotiate and enter into alternative acquisition
proposals as described under “The Merger Agreement — Go Shop,” and to terminate the merger
agreement in certain circumstances described under “The Merger Agreement — Termination of the
Merger Agreement”;

. the positive financial condition, operating results and business outlook of Newegg as of the date of
the merger agreement; and

. the fact that the special committee received and reviewed a fairness opinion from Benchmark
affirming that the merger consideration to be paid by the Company was fair to the Company’s
shareholders from a financial point of view.
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The special committee also considered the risks and potentially negative factors relating to the proposed
merger, including:

. the possibility that the consummation of the merger may be delayed or not occur at all, and the
adverse impact of such event would have on the Company and its business;

. the significant costs involved in connection with completing the proposed merger, the substantial
management time and effort required to complete the proposed merger and the related disruption to
operations of the Company;

. the potential liabilities that the Company may inherit from Newegg as a result of the proposed
merger that would not be covered by the indemnities in the merger agreement;

. the risk that the anticipated benefits of the proposed merger may not be realized; and
. other risks described under the section “Risk Factors” below.

The special committee believed that, overall, the potential benefits of the merger to the Company’s
shareholders outweighed the risks and uncertainties of the merger.

Q: What are the reasons for the disposition?

A: The Company, through its wholly owned subsidiaries, has been engaged in the medical device business.
The Company develops and distributes medical devices, with a focus on sleep respiratory solutions to
Obstructive Sleep Apnea Syndrome, or OSAS, since 2010. Starting from 2018, the Company has been
providing examination services to hospitals and medical centers through its proprietary medical wearable
devices, and doctors are able to refer to examination results provided by such devices in making
diagnoses regarding OSAS.

The Company has incurred significant operating losses for the past five years. For the years ended
December 31, 2015, 2016, 2017, 2018 and 2019, the Company incurred operating losses of approximately
$6.9 million, $9.1 million, $5.1 million, $9.3 million and $3.8 million, respectively. As of December 31,
2019, the Company had an accumulated deficit of approximately $44.6 million and negative shareholders’
equity of approximately $1.3 million. In addition, in 2019, the Company terminated the employment of
over fifty employees and had only 28 employees as of December 31, 2019.

On September 11, 2019, we received a notification letter from the NASDAQ Listing Qualifications Staff
of the NASDAQ Stock Market LLC, or NASDAQ, notifying us that the minimum bid price per share for
our common shares had been below $1.00 for a period of 30 consecutive business days, and therefore, we
no longer met the minimum bid price requirement set forth in NASDAQ Listing Rule 5550(a)(2). We
were granted a compliance period of 180 days, or until March 9, 2020 to regain compliance.

On January 2, 2020, we received another notification letter from the NASDAQ Listing Qualifications
Staff notifying us that we no longer complied with the minimum of $2.5 million in stockholders’ equity
for continued listing on the NASDAQ Capital Market under NASDAQ’s Listing Rule 5550(b)(1) and that
we also did not comply with either of the two alternative standards of Listing Rule 5550(b), the market
value standard and the net income standard. We thereafter submitted a plan to regain compliance with
NASDAQ’s applicable listing standards. On March 10, 2020, in consideration of our three financings
completed during the first quarter of 2020, from which we received gross proceeds of approximately
$8.08 million, the NASDAQ Listing Qualifications Staff determined that we complied with the
stockholders’ equity requirement set forth in Listing Rule 5550(b)(1). On that date, we met all applicable
requirements for initial listing on the NASDAQ Capital Market, other than the minimum bid price
requirement. The NASDAQ Listing Qualifications Staff recognized our intention of curing the minimum
bid price deficiency by effecting a reverse stock split, and granted a second compliance period of

180 days, or until September 8, 2020, to regain compliance. The second compliance period was thereafter
extended to November 20, 2020 by NASDAQ per SR-NASDAQ-2020-021. On October 21, 2020, we
effectuated a share combination of our common shares at a ratio of one-for-eight in order to increase the
per share trading price of our Class A common shares to satisfy the $1.00 minimum bid price requirement.
We regained the compliance with the minimum bid price rule on November 10, 2020. However, there is
no assurance that we will be able to continue to maintain our compliance with the NASDAQ continued
listing requirements. If we fail to do so, our Class A common shares may lose their status on NASDAQ
Capital Market and they would likely be traded on the over-the-counter market.
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Given the significant amount of liabilities incurred by our medical device business and substantial
differences between this business and Newegg’s business, we believe that a plausible way to return to
profitability and maintain our NASDAQ listing status is to dispose of the medical device business in
connection with our merger with Newegg.

Q:  What will Newegg stockholders receive in the merger?

A: If the merger is completed, each share of the capital stock of Newegg that was issued and outstanding
immediately prior to the effective time of the merger will be converted into the right to receive 5.8417
common shares of the Company (which we refer to as the exchange ratio), plus the right, if any, to receive
cash in lieu of fractional shares of the Company (which we collectively refer to as the merger
consideration); provided that the exchange ratio shall be appropriately adjusted to reflect the effect of any
share split, split-up, reverse share split, share dividend or distribution of securities convertible into the
Company’s common shares or Newegg’s capital stock or any reorganization, recapitalization,
reclassification or other like change with respect to Company’s common shares or Newegg’s capital stock
having a record date occurring on or after the date of the merger agreement and prior to the completion of
the merger.

We will issue 363,325,542 common shares to Newegg stockholders upon completion of the merger, based
on the number of shares of Newegg issued and outstanding as of April 9, 2021, the most recent
practicable date for which such information was available.

Q:  Will I experience dilution of my ownership percentage in the Company as a result of the merger?

A:  Yes. Based on the exchange ratio, and the number of our common shares and Newegg stock outstanding as
of April 9, 2021, immediately following the completion of merger, our shareholders immediately prior to
the merger are expected to own approximately 1.32% of our outstanding common shares and Newegg
stockholders would own approximately 98.68% of our outstanding common shares, resulting in
substantial dilution to our current shareholders. Based on the closing price of our Class A common shares
on October 23, 2020, the last trading day before the public announcement of the signing of the merger
agreement, the implied aggregate value of such 1.32% ownership interest in the combined company was
approximately $15.9 million. Based on the closing price on April 9, 2021, the most recent practicable date
before the date of this proxy statement/prospectus, the implied aggregate value of such 1.32% ownership
interest was approximately $41.5 million. In addition, upon completion of the public offering of our
common shares for $30 million, or such other amount necessary to meet NASDAQ’s initial listing
requirements, which is a condition to the completion of the merger, your ownership percentage in the
Company will be further reduced.

Q:  Who will control the Company after the merger?

A: Upon closing of the merger, Mr. Zhitao He and Mr. Fred Chang will own approximately 60.91% and
35.98%, respectively, of the voting power of our issued and outstanding common shares, and 96.90%,
collectively, based on the number of our common shares and Newegg stock outstanding as of April 9,
2021. Moreover, Mr. Zhitao He and Mr. Fred Chang, both of whom will serve as our directors upon
closing, will be able to exercise substantial influence over our business and operations. They may also
have conflicts of interest with our other shareholders. Where those conflicts exist, our other shareholders
will be dependent upon Mr. He, Mr. Chang, and other directors exercising, in a manner fair to all of our
shareholders, their fiduciary duties. Also, Mr. He and Mr. Chang will have the ability to control the
outcome of most corporate actions requiring shareholder approval, including the sale of all or
substantially all of our assets and amendments to our memorandum and articles of association. Moreover,
such concentration of voting power could have the effect of delaying, deterring, or preventing a change of
control or other business combination, which may, in turn, have an adverse effect on the market price of
our shares or prevent our shareholders from realizing a premium over the then-prevailing market price for
their shares.

Substantially all of Mr. He’s shares are pledged as collateral to Bank of China Limited Zhejiang Branch,
or BOC, as collateral to support working capital loans and letters of credit provided by BOC to Hangzhou
Lianluo. The total amount owed under these loans is RMB400 million in RMB denominated loans, plus
$66.5 million in U.S. dollar loans, plus interest, fees and penalties on such amounts. In May 2020, BOC
filed several lawsuits in the Hangzhou Intermediate People’s Court in China alleging that Hangzhou
Lianluo has failed to repay the loans when due and is in breach of the loan agreements. This litigation is
ongoing.
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BOC could sell, or force Mr. He to sell, some or all of his shares of Newegg and the Company at any time
while the BOC loan remains delinquent. Mr. He could also choose to voluntarily sell some or all of his
shares at any time to satisfy the BOC loan. Any such sale or attempted sale could result in a change of
control of the Company. See additional disclosures relating to the shares held by Mr. He under “Risk
Factors — A majority of Newegg’s capital shares are, and upon completion of the merger, a majority of
our common shares will be, pledged as collateral to support delinquent indebtedness of our parent
company and could be sold to satisfy that indebtedness.”

Q: What are the financial terms of the disposition?

A:  Pursuant to the disposition agreement, the Purchaser will acquire 100% of the equity interests in Lianluo
Connection for RMBO. In exchange for all of the equity interests in Lianluo Connection, the Purchaser
agreed to contribute RMB87.784 million to Lianluo Connection’s registered capital by September 23,
2023 in accordance with the articles of association of Lianluo Connection. In addition, as an inducement
for the Purchaser entering into the disposition agreement, the Company agreed to convert indebtedness in
the aggregate amount of $11,255,188 that Lianluo Connection owes to the Company into additional paid-
in capital of Lianluo Connection immediately prior to the closing of the disposition.

Q: Will the Company’s business change upon completion of the merger and the disposition?

A:  Yes. Following completion of the merger and the disposition, the Company will no longer be engaged in
the medical device business. Instead, the business of Newegg will become the Company’s business.
Newegg is a tech-focused e-commerce company with sales in North America, and ranked second after
Best Buy as the global top electronics online marketplace according to Web Retailer’s report, as measured
by 32.4 million visits per month in 2019. Through newegg.com and other online platforms, Newegg
operates both direct sales and marketplace models for IT computer components, consumer electronics,
entertainment, smart home and gaming products and provides certain third party logistics services
globally. See “Information About Newegg” for more information about our business following
completion of the merger and the disposition.

Q:  What will happen if the merger and disposition are not completed?

A: If the merger and the disposition are not approved by the shareholders or if the merger and the disposition
are not completed for any other reason, the Company will remain a public company, and our Class A
common shares will continue to be listed and traded on NASDAQ (assuming the Company meets all of
NASDAQ’s continued listing standards). In addition, our management expects that the business will be
operated as it is currently being operated, and that our shareholders will continue to be subject to the same
risks and opportunities to which they are currently subject.

Furthermore, if the merger and the disposition are not completed, and depending on the circumstances that
would have caused the merger and the disposition not to be completed, the price of our Class A common
shares may decline. If that were to occur, it is uncertain when, if ever, the price of our Class A common
shares would return to the price at which it trades as of the date of this proxy statement/prospectus.
Accordingly, if the merger and the disposition are not completed, there can be no assurance as to the effect
of these risks and opportunities on the future value of your Class A common shares. If the merger and the
disposition are not completed, the board will continue to evaluate and review the Company’s business
operations, properties, dividend policy and capitalization, among other things, make such changes as
deemed appropriate and continue to seek to identify strategic alternatives to enhance shareholder value.

In addition, if the merger agreement is terminated under specified circumstances, we may be required to
pay Newegg a termination fee of $450,000 or Newegg may be required to pay us a termination fee of
$450,000, depending on the circumstances of the termination. See “The Merger Agreement —
Termination Fees and Expenses” for a more detailed discussion of the termination fees.

Q: Is completion of the merger subject to any conditions?

A:  Yes. The Company and Newegg are not required to complete the merger unless a number of conditions are
satisfied (or, to the extent permitted by applicable law, waived). These conditions include the approval of
the proposals (other than the adjournment proposal) described in this proxy statement/prospectus by our
shareholders, and the satisfaction (or waiver, to the extent permitted by applicable law) of the other
conditions
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that must be satisfied (or, to the extent permitted by applicable law, waived) prior to completion of the
merger. For a complete summary of the conditions that must be satisfied (or, to the extent permitted by
applicable law, waived) prior to completion of the merger, see “The Merger Agreement — Conditions to
Completion of the Merger.”

Q: Is completion of the disposition subject to any conditions?

A:  Yes. The parties are not required to complete the disposition unless a number of conditions are satisfied
(or, to the extent permitted by applicable law, waived). These conditions include the closing of the merger,
the shareholders’ approval of the disposition, and the satisfaction (or waiver, to the extent permitted by
applicable law) of the other conditions that must be satisfied (or, to the extent permitted by applicable law,
waived) prior to completion of the disposition. For a complete summary of the conditions that must be
satisfied (or, to the extent permitted by applicable law, waived) prior to completion of the disposition, see
“The Disposition Agreement — Conditions to Completion of the Disposition.”

Q: When do you expect to complete the merger and disposition?

A:  As of the date of this proxy statement/prospectus, we expect to complete the merger and the disposition by
May 31, 2021, subject to the satisfaction of the conditions described elsewhere in this proxy
statement/prospectus. However, no assurance can be given as to when, or if, the merger and disposition
will be completed.

Q:  Will the Company continue to qualify as a foreign private issuer upon completion of the merger and the
public offering?

A:  Yes, we currently expect to maintain our foreign private issuer status after completion of the merger and
the public offering. Our business will be administered through Newegg principally in the United States
after the merger. Nevertheless, we expect that we will continue to be a foreign private issuer within the
meaning of rule 3b-4(c) of the Securities Exchange Act of 1934, as amended, because we are organized
under the laws of the British Virgin Islands and more than 50% of our outstanding voting securities will
be held by residents outside of the United States.

Q: Whatdo I need to do now?

A:  Carefully read and consider the information contained in and incorporated by reference into this proxy
statement/prospectus, including its annexes. Then, please vote your shares, which you may do by:

. completing, dating, signing and returning the enclosed proxy card;

. submitting your proxy via the Internet or by telephone by following the instructions included on
your proxy card; or

. attending the special meeting and voting by ballot in person.

If you hold shares in “street name” through a broker, bank or other nominee holder of record, please
instruct your broker, bank or other nominee holder of record to vote your shares by following the
instructions that the broker, bank or other nominee holder of record provides to you with these materials.

Q:  Who should I call with questions?

A: Ifyou have any questions concerning the special meeting, any of the proposals to be considered at the
special meeting, or the accompanying proxy statement/prospectus, or if you need help voting your shares,
please contact:

Lianluo Smart Limited
Room 1003B, 10" Floor, BeiKong Technology Building
No. 10 Baifuquan Road, Changping District
Beijing 102200
People’s Republic of China
Attention: Corporate Secretary
Telephone: 86-10-89788107
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SUMMARY

This summary highlights selected information from this proxy statement/prospectus. It may not contain all of
the information that is important to you. You are urged to carefully read the entire proxy statement/prospectus
and the other documents attached to or referred to in this proxy statement/prospectus in order to fully
understand the merger agreement, the disposition agreement, the proposed merger, the proposed disposition
and the other proposals to be considered at the special meeting. Each item in this summary refers to the page
of this proxy statement/prospectus on which that subject is discussed in more detail.

The Companies (See Page 74)

Lianluo Smart Limited

The Company, through its wholly owned subsidiaries in the People’s Republic of China (which we refer to as
the PRC or China), has been engaged in the medical device business, currently focusing on the development,
production and marketing of sleep respiratory analysis systems in China.

The Company has developed and distributed medical devices, with a focus on sleep respiratory solutions for
the Obstructive Sleep Apnea Syndrome, or OSAS, since 2010. The Company provides users with medical
grade detection and monitoring, long-distance treatment and integration solutions of professional
rehabilitation. Since 2018, the Company has been providing examination services to hospitals and medical
centers through its proprietary medical wearable devices, and doctors are able to refer to examination results
provided by such devices in making diagnoses regarding OSAS.

The Company was incorporated pursuant to the laws of the British Virgin Islands, or BVI, on July 22, 2003
under the name “De-Haier Medical Systems Limited.” It changed its name to “Lianluo Smart Limited” on
November 21, 2016. As a holding company, the Company does not conduct any operations and instead relies
on Lianluo Connection, and prior to August 2020, Beijing Dehaier Medical Technology Company Limited, or
Beijing Dehaier, to operate in China.

The Company’s Class A common shares are listed on the NASDAQ Capital Market under the symbol
“LLIT.” The Company’s principal executive offices are located at Room 1003B, 10" Floor, BeiKong
Technology Building, No. 10 Baifuquan Road, Changping District, Beijing 102200, People’s Republic of
China, and its telephone number is +86-10-89788107. Information on the Company’s website is not
incorporated by reference into or otherwise part of this proxy statement/prospectus.

On October 21, 2020, we completed a share combination of our common shares at a ratio of one-for-eight,
which decreased our outstanding Class A common shares from 17,685,475 shares to 2,210,683 shares and our
outstanding Class B common shares from 11,111,111 shares to 1,388,888 shares. This share combination also
decreased our authorized shares to 6,250,000 common shares of par value of $0.021848 each, of which
4,736,111 are designated as Class A common shares and 1,513,889 are designated as Class B common shares.
Accordingly, except as otherwise indicated, all share and per share information contained in this proxy
statement/prospectus has been restated to retroactively show the effect of this share combination.

See “Information about the Company” and “Management Discussion and Analysis of Financial Condition
and Results of Operations for the Company” for important business and financial information regarding the
Company.

Lightning Delaware Sub, Inc.

Merger Sub was formed in the State of Delaware on September 23, 2020 and is a wholly owned subsidiary of
the Company. Merger Sub was formed solely for the purpose of completing the merger. Merger Sub has not
carried on any activities to date, except for activities incidental to its formation and activities undertaken in
connection with the merger agreement and the merger.

Merger Sub is a privately-held corporation and its securities do not trade on any marketplace. The principal
executive offices of Merger Sub are located at c/o the Company, Room 1003B, 10" Floor, BeiKong
Technology Building, No. 10 Baifuquan Road, Changping District, Beijing 102200, People’s Republic of
China, and its telephone number is +86-10-89788107.




Table of Contents

Newegg Inc.

Newegg is a tech-focused e-commerce company in North America, and ranked second after Best Buy as the
global top electronics online marketplace according to Web Retailer’s report, as measured by 32.4 million
visits per month in 2019. Through newegg.com and other online platforms, Newegg operates a direct sales
and marketplace models for IT computer components, consumer electronics, entertainment, smart home and
gaming products and provides certain third party logistics services globally.

Newegg is a privately-held corporation and its securities do not trade on any marketplace. The principal
executive offices of Newegg are located at 17560 Rowland Street, City of Industry, CA 91748, and its
telephone number is 626-271-9700. Newegg maintains a website at www.newegg.com. Information on
Newegg’s website is not incorporated by reference into or otherwise part of this proxy statement/prospectus.

See “Information about Newegg” and “Management Discussion and Analysis of Financial Condition and
Results of Operations for Newegg” for important business and financial information regarding Newegg.

The Merger (See Page 80)

The merger agreement provides for the merger, in which Merger Sub will be merged with and into Newegg,
with Newegg surviving the merger as a wholly owned subsidiary of the Company.

Upon closing of the merger, Mr. Zhitao He and Mr. Fred Chang will own approximately 60.91% and 35.98%,
respectively, of the voting power of our issued and outstanding common shares, and 96.90%, collectively,
based on the number of our common shares and Newegg stock outstanding as of April 9, 2021. See additional
disclosures relating to the shares held by Mr. He under “Risk Factors — A majority of Newegg’s capital
shares are, and upon completion of the merger, a majority of our common shares will be, pledged as collateral
to support delinquent indebtedness of our parent company and could be sold to satisfy that indebtedness.”
Moreover, Mr. Zhitao He and Mr. Fred Chang, both of whom will serve as our directors upon closing, will be
able to exercise substantial influence over our business and operations. They may also have conflicts of
interest with our other shareholders. Where those conflicts exist, our other shareholders will be dependent
upon Mr. He, Mr. Chang, and other directors exercising, in a manner fair to all of our shareholders, their
fiduciary duties. Also, Mr. He and Mr. Chang will have the ability to control the outcome of most corporate
actions requiring shareholder approval, including the sale of all or substantially all of our assets and
amendments to our memorandum and articles of association. Moreover, such concentration of voting power
could have the effect of delaying, deterring, or preventing a change of control or other business combination,
which may, in turn, have an adverse effect on the market price of our shares or prevent our shareholders from
realizing a premium over the then-prevailing market price for their shares.

The merger will be completed and become effective at such time as the certificate of merger for the merger is
filed with the Secretary of State of the State of Delaware (or at such time as agreed to between the Company
and Newegg and specified in such certificate of merger in accordance with applicable law). Unless another
date and time are agreed to by the Company and Newegg, completion of the merger will occur no later than
the second business day following the day on which the last of the conditions described in this proxy
statement/prospectus is to be satisfied or waived (other than those conditions that by their nature are to be
satisfied at the closing of the merger, but subject to the satisfaction or waiver of such conditions).

As of the date of this proxy statement/prospectus, we expect that the merger will be completed by May 31,
2021. However, completion of the merger is subject to the satisfaction or waiver of the conditions to
completion of the merger, which are summarized below. There can be no assurances as to when, or if, the
merger will occur. If the merger is not completed on or before June 30, 2021, either the Company or Newegg
may terminate the merger agreement. The right to terminate the merger agreement if the merger is not
completed on or prior to such date will not be available to either of the Company or Newegg if the failure of
the merger to be consummated by such date is due to a material breach by such party of any representation,
warranty, covenant or other agreement of such party set forth in the merger agreement. See “The Merger
Agreement — Conditions to Completion of the Merger” and “The Merger Agreement — Termination of the
Merger Agreement.”
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Upon the completion of the merger, the principal executive offices of the Company will be located at 17560
Rowland Street, City of Industry, CA 91748 and its telephone number will be 626-271-9700.

A copy of the merger agreement, as amended to the date of this proxy statement/prospectus, is attached as
Annex A to this proxy statement/prospectus. You should read the merger agreement carefully because it is
the legal document that governs the merger.

The Disposition (See Page 112)

Pursuant to the disposition agreement, the Purchaser will acquire 100% of the equity interests in Lianluo
Connection for RMBO0 immediately following completion of the merger. In exchange for all of the equity
interests in Lianluo Connection, the Purchaser agreed to contribute RMB87.784 million to Lianluo
Connection’s registered capital by September 23, 2023 in accordance with the articles of association of
Lianluo Connection. In addition, as an inducement for the Purchaser to enter into the disposition agreement,
the Company agreed to convert the indebtedness in the aggregate amount of $11,255,188 that Lianluo
Connection owes to the Company into additional paid-in capital of Lianluo Connection immediately prior to
the closing of the disposition. The disposition will be completed and become effective immediately following
completion of the merger.

A copy of the disposition agreement, as amended to the date of this proxy statement/prospectus, is attached as
Annex E to this proxy statement/prospectus. You should read the disposition agreement carefully because
it is the legal document that governs the disposition.

Special Meeting of Shareholders (See Page 75)

Meeting. The special meeting will be held on May 12, 2021 at 10:00 a.m., local time, at our offices located
at Room 1003B, 10" Floor, BeiKong Technology Building, No. 10 Baifuquan Road, Changping District,
Beijing, 102200, People’s Republic of China. At the special meeting, shareholders will be asked to consider
and vote on the merger proposal, the disposition proposal, the redesignation proposal, the share combination
proposal, the share increase proposal, the name change proposal, the charter amendment proposal and the
adjournment proposal. Under our amended and restated memorandum and articles of association, the
business to be conducted at the special meeting will be limited to the proposals set forth in the notice to
shareholders provided with this proxy statement/prospectus.

Record Date. Our board of directors has fixed the close of business on March 26, 2021 as the record date
for determination of the shareholders entitled to vote at the special meeting, or any adjournment or
postponement thereof. Only shareholders of record at the record date are entitled to receive notice of, and to
vote at, the special meeting, or any adjournment or postponement thereof. As of the close of business on the
record date, there were 3,465,683 Class A common shares and 1,388,888 Class B common shares outstanding
and entitled to vote at the special meeting. Each Class A common share is entitled to one vote per share and
each Class B common share is entitled to ten votes per share.

Quorum. The presence at the commencement of the special meeting, in person or by proxy, of not less than
50% of the votes of the common shares issued and outstanding and entitled to vote constitutes a quorum for
the special meeting. Abstentions will be deemed present at the special meeting for the purpose of determining
the presence of a quorum. Shares held in “street name” with respect to which the beneficial owner fails to
give voting instructions to the broker, bank or other nominee holder of record will not be deemed present at
the special meeting for the purpose of determining the presence of a quorum. Shares held in “street name”
with respect to which the beneficial owner fails to give voting instructions to the broker, bank or other
nominee holder of record on any of the proposals to be voted on at the special meeting, and shares with
respect to which the beneficial owner otherwise fails to vote, will not be deemed present at the special
meeting for the purpose of determining the presence of a quorum. Accordingly, we encourage you to provide
voting instructions to your broker, whether or not you plan to attend the special meeting. There must be a
quorum to hold the special meeting. Failure of a quorum to be present at the special meeting will
necessitate an adjournment of the meeting and will subject us to additional expense.
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Required Vote. Assuming that a quorum is present, the merger agreement requires the affirmative vote of
both (i) a majority of the votes cast at the special meeting and (ii) a majority of the votes cast at the special
meeting which are not beneficially owned by Hangzhou Lianluo to approve the merger proposal, the
disposition proposal, the redesignation proposal, the share combination proposal, the share increase proposal,
the name change proposal and the charter amendment proposal. In addition, assuming that a quorum is
present, approval of the redesignation proposal also requires the affirmative vote of a majority of the issued
and outstanding Class B common shares entitled to vote and voting on that proposal at the special meeting.
The affirmative vote of a majority of the votes cast at the special meeting is required to approve the
adjournment proposal.

Share Ownership of and Voting by Directors and Executive Officers. At the record date for the special
meeting (the close of business on March 26, 2021), our current directors and executive officers and their
affiliates did not beneficially own any common shares of the Company.

Support Agreements (See Page 110). In conjunction with the merger agreement, Hangzhou Lianluo and its
affiliate, Hyperfinite Galaxy Holding Limited, entered into a Support Agreement dated as of October 23,
2020 pursuant to which such shareholders agreed to vote in favor of the each of the proposals described in
this proxy statement/prospectus. Hangzhou Lianluo is our controlling shareholder, and is controlled by Mr.
Zhitao He, our former Chairman of Board of Directors and former Chief Executive Officer. Hyperfinite
Galaxy Holding Limited is also controlled by Mr. He. Collectively, Hangzhou Lianluo and Hyperfinite
Galaxy Holding Limited have voting control over 58,937 outstanding Class A common shares and 1,388,888
outstanding Class B common shares, which collectively comprise over 80.4% of the voting power of our
outstanding common shares as of the record date.

Mr. Ping Chen, our former Chief Executive Officer and board member, also entered into a similar Support
Agreement. Mr. Chen holds 201,692 outstanding Class A common shares, which represents approximately
5.9% of the outstanding voting power which is not controlled by Hangzhou Lianluo, measured as of the
record date. Mr. Chen also holds options exercisable for an additional 65,733 Class A common shares at
exercise prices ranging from $11.60 to $42.48 per share.

What Newegg Stockholders Will Receive in the Merger (See Page xiii)

If the merger is completed, each share of the capital stock of Newegg that was issued and outstanding
immediately prior to the effective time of the merger will be converted into the right to receive 5.8417
common shares of the Company (which we refer to as the exchange ratio), plus the right, if any, to receive
cash in lieu of fractional shares of the Company (which we collectively refer to as the merger consideration);
provided that the exchange ratio shall be appropriately adjusted to reflect the effect of any share split, split-
up, reverse share split, share dividend or distribution of securities convertible into the Company’s common
shares or Newegg’s capital stock or any reorganization, recapitalization, reclassification or other like change
with respect to Company’s common shares or Newegg’s capital stock having a record date occurring on or
after the date of the merger agreement and prior to the completion of the merger.

Although the exchange ratio for the merger consideration is fixed (subject to the adjustments described
above), the market value of the merger consideration will fluctuate with the market price of our Class A
common shares. Based on the closing price on October 23, 2020, the last trading day before the public
announcement of the signing of the merger agreement, the implied aggregate value of

the merger consideration was approximately $1.19 billion. Based on the closing price on April 9, 2021, the
most recent practicable date before the date of the accompanying proxy statement/prospectus, the implied
aggregate value of the merger consideration was up to approximately $3.11 billion.

Treatment of Newegg Equity Awards (See Page 98)

The terms of the equity-based compensation issued by Newegg prior to the merger will be assumed by the
Company. The shares of common stock that are issued or may be issued under Newegg’s Incentive Award
Plan and Significant Shareholder Incentive Plan will be exchanged for our common shares, adjusted for the
exchange ratio, but otherwise on the same terms and conditions.
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Recommendations of the Board and its Reasons for the Merger and the Disposition (See Pages 86 and
112)

Each of the special committee and our board of directors unanimously recommended that shareholders vote
“FOR” the merger proposal and “FOR” the disposition proposal. For the factors considered by the special
committee and the board of directors in reaching this decision, see “Proposal I: The Merger — Reasons for
the Merger” and “Proposal II: The Disposition — Reasons and Background for the Proposed Disposition.”

Ownership of Common Shares After the Merger (See Page 92)

We will issue 363,325,542 common shares to Newegg stockholders upon completion of the merger, based on
the number of shares of Newegg issued and outstanding as of April 9, 2021, the most recent practicable date
for which such information was available. Based on the number of our common shares and Newegg stock
outstanding as of such date, immediately following the completion of merger, our shareholders immediately
prior to the merger are expected to own approximately 1.32% of our outstanding common shares and Newegg
stockholders are expected to own approximately 98.68% of our outstanding common shares.

Opinions of Financial Advisor (See Pages 87 and 113)

The Company engaged The Benchmark Company, LLC, or Benchmark, to render opinions as to whether the
merger consideration to be paid and the disposition consideration to be received by the Company are fair to
the Company’s shareholders from a financial point of view. Benchmark rendered its written opinions to the
special committee on October 23, 2020 that merger consideration to be paid and the disposition consideration
to be received by the Company were fair to the Company’s shareholders from a financial point of view.

The full text of Benchmark’s written opinions, dated October 23, 2020, which describes the assumptions
made and limitations upon the review undertaken by Benchmark in preparing its opinions for the merger and
the disposition are attached hereto as Annexes D and F, respectively, and are incorporated by reference
herein. You should read the opinions carefully in their entirety.

Interests of Directors and Executive Officers in the Merger and the Disposition (See Pages 93 and 118)

In considering the recommendations of the special committee and the board to vote for the merger proposal,
you should be aware that certain of the current directors, executive officers and major shareholders of the
Company and Newegg have interests in the merger that may be different from, or in addition to, the interests
of our unaffiliated shareholders generally and may create potential conflicts of interest. These interests are
described in more detail below. The special committee was aware of each of these interests in reviewing,
considering and negotiating the terms of the proposed merger and in recommending that the board and the
shareholders approve the proposed merger. The board was also aware of these interests in approving the
merger agreement and the transactions thereby and in recommending the approval of the merger agreement to
our shareholders.

Mr. Zhitao He, our former Chairman and Chief Executive Officer, who also controlled approximately 80.4%
of our total outstanding voting power on the record date through Hangzhou Lianluo and its affiliate,
Hyperfinite Galaxy Holding Limited, also serves on the board of Newegg and, through Digital Grid (Hong
Kong) Technology Co., Limited, or Digital Grid, beneficially owns a majority of the equity interests in
Newegg. Hangzhou Lianluo has indicated that one of the reasons it would like to complete the merger is that
it believes it is the best way for Newegg to become publicly listed, which will provide it and other Newegg
stockholders better liquidity for their Newegg investment. Ms. Yingmei Yang, our Interim Chief Financial
Officer and one of our directors, also serves on the board of Newegg.

The merger agreement provides that all of Newegg’s shareholders, including Digital Grid, will receive our
common shares. Following the merger, Mr. Zhitao He will beneficially own approximately 224,269,418
common shares, representing approximately 60.91% of our outstanding total voting power based on the
number of our common shares and Newegg stock outstanding as of April 9, 2021. Substantially all of Mr.
He’s shares are pledged as collateral to BOC as collateral to support working capital loans and letters of
credit provided by BOC to Hangzhou Lianluo. The total amount owed under these loans is RMB400 million
in RMB denominated loans, plus $66.5 million in U.S. dollar loans, plus interest, fees and penalties on such
amounts. In May 2020, BOC filed several lawsuits in the Hangzhou Intermediate People’s Court in China
alleging that Hangzhou Lianluo has failed
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to repay the loans when due and is in breach of the loan agreements. This litigation is ongoing. BOC could
sell, or force Mr. He to sell, some or all of his shares of Newegg and the Company at any time while the BOC
loan remains delinquent. Mr. He could also choose to voluntarily sell some or all of his shares at any time to
satisfy the BOC loan. See additional disclosures relating to the shares held by Mr. He under “Risk Factors —
A majority of Newegg’s capital shares are, and upon completion of the merger, a majority of our common
shares will be, pledged as collateral to support delinquent indebtedness of our parent company and could be
sold to satisfy that indebtedness.”

In addition, because the completion of the merger is contingent upon the disposition our medical device
business, Mr. Zhitao He and Ms. Yingmei Yang may also have interests in the disposition that may be
different from, or in addition to, the interests of our unaffiliated shareholders.

Dissenters’ Rights Available to Shareholders (See Pages 96 and 118)

Under BVI law, our shareholders will not be entitled to appraisal or dissenters’ rights in connection with the
merger or the disposition.

Completion of the Merger is Subject to Certain Conditions (See Page 97)

The obligation of each of the Company, Newegg and Merger Sub to complete the merger is subject to the
fulfillment (or waiver, to the extent permissible under applicable law) of the following conditions:

. the shareholders of the Company shall have approved the merger, the disposition and the other
proposals set forth herein (other than the adjournment proposal), which shall in all cases include
approval of a majority of votes cast which are not beneficially owned by Hangzhou Lianluo;

. all consents or filings required to be obtained from or made with any governmental authority or
third parties in order to consummate the transactions contemplated by the merger agreement shall
have been obtained or made;

. no governmental authority shall have enacted, issued, promulgated, enforced or entered any law
(whether temporary, preliminary or permanent) or order that is then in effect and which has the
effect of making the transactions or agreements contemplated by the merger agreement or the
disposition agreement illegal or which otherwise prevents or prohibits consummation of the
transactions contemplated by the merger agreement;

. there shall not be any pending action brought by a third-party non-affiliate to enjoin or otherwise
restrict the consummation of the merger or the disposition;

. the persons identified by Newegg shall have been elected or appointed to the Company’s board of
directors;

. all of the conditions to the obligations of each party to consummate the disposition described in
the disposition agreement shall have been satisfied;

. the amendment to that certain stockholder agreement, dated March 30, 2017, between Newegg
and certain stockholders of Newegg that was entered into concurrently with the merger
agreement shall be in full force and effect and shall be assigned from Newegg to the Company at
the closing of the merger;

. the registration statement of which this proxy statement/prospectus forms a part shall have
become effective under the Securities Act and shall not be the subject of any stop order or
proceedings seeking a stop order;

. the registration statement on Form F-1 relating to a public offering of common shares of the
Company for $30 million, or such other amount necessary to meet NASDAQ’s initial listing
requirements, shall have become effective under the Securities Act and shall not be the subject of
any stop order or proceedings seeking a stop order; and

. the foregoing offering and the disposition are capable of being consummated on the closing date.
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In addition, the obligation of Newegg to complete the merger is subject to the satisfaction (or waiver, to the
extent permitted by applicable law) of the following conditions:

all of the representations and warranties of the Company and the Merger Sub set forth in the
merger agreement and in any certificate delivered by the Company and the Merger Sub pursuant
thereto shall be true and correct on and as of the date of the agreement and on and as of the
completion date of the merger as if made on the completion date, except for (i) those
representations and warranties that address matters only as of a particular date (which
representations and warranties shall have been accurate as of such date), and (ii) any failures to
be true and correct that (without giving effect to any qualifications or limitations as to materiality
or material adverse effect), individually or in the aggregate, have not had and would not
reasonably be expected to have a material adverse effect on, or with respect to, the Company and
its subsidiaries or materially and adversely affects the Company and the Merger Sub’s ability to
consummate the transactions contemplated by the merger agreement;

the Company and the Merger Sub shall have performed in all material respects all of such party’s
obligations and complied in all material respects with all of such party’s agreements and
covenants under the merger agreement to be performed or complied with by it on or prior to the
completion of the merger;

no material adverse effect shall have occurred with respect to the Company, Merger Sub and any
subsidiary since the date of the merger agreement;

the Company shall have entered into employment agreements, in form and substance reasonably
satisfactory to Newegg, with the persons identified by Newegg;

Newegg shall have received a duly executed legal opinion addressed to Newegg from the
Company’s legal counsel in form and substance reasonably satisfactory to Newegg;

Newegg shall have received from the Company copy of the amended and restated memorandum
and articles of association of the Company approved by shareholders at the special meeting;

the Company and Merger Sub shall have delivered to Newegg customary officer’s certificates,
secretary’s certificates and good standing certificates;

if required, the transactions contemplated by the merger agreement shall have been approved by
the investors pursuant to the securities purchase agreements that the investors and the Company
entered into on February 12, February 21 and February 27, 2020; and

the Company shall have been approved by NASDAQ for listing following the merger.

In addition, the obligation of each of the Company and Merger Sub to complete the merger is subject to the
satisfaction (or waiver, to the extent permitted by applicable law) of the following conditions:

all of the representations and warranties of Newegg (including its subsidiaries) set forth in the
merger agreement and in any certificate delivered by Newegg pursuant thereto shall be true and
correct on and as of the date of the merger agreement and on and as of the completion date of the
merger as if made on the completion date, except for (i) those representations and warranties that
address matters only as of a particular date (which representations and warranties shall have been
accurate as of such date), and (ii) any failures to be true and correct that (without giving effect to
any qualifications or limitations as to materiality or material adverse effect), individually or in the
aggregate, have not had and would not reasonably be expected to have a material adverse effect
on, or with respect to, Newegg and any subsidiary or materially and adversely affect Newegg’s
ability to consummate the transactions contemplated by the merger agreement;

Newegg shall have performed in all material respects all of Newegg’s obligations and complied
in all material respects with all of Newegg’s agreements and covenants under the merger
agreement to be performed or complied with by it on or prior to the completion of the merger;
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. the lock-up agreements entered into on the date of the merger agreement by among Newegg, the
Company and any Newegg stockholders who would hold more than 5% of the Company
common shares immediately after the closing of the merger shall be in full force and effect;

. No material adverse effect shall have occurred and be continuing with respect to Newegg and its
subsidiaries, taken as whole, since the date of the merger agreement;

. Newegg shall have delivered to the Company and Merger Sub customary officer’s certificates,
secretary’s certificates, good standing certificates and a certified copy of its certificate of
incorporation; and

. the Company and Merger Sub shall have received a duly executed legal opinion addressed to the
Company and Merger Sub from Newegg’s legal counsel in form and substance reasonably
satisfactory to the Company and Merger Sub.

While we currently expect that the merger will be completed by May 31, 2021, there can be no assurances as
to when, or if, the merger will occur.

Completion of the Disposition is Subject to Certain Conditions (See Page 119)

The obligation of each of the Purchaser, the Company and Lianluo Connection to complete the disposition is
subject to the fulfillment (or waiver, to the extent permissible under applicable law) of the following
conditions:

. obtaining any requisite regulatory approvals;
. no law or order prohibiting or preventing consummation of the disposition;
. no litigation to enjoin or otherwise restrict consummation of the disposition;

. the Company shareholder’s approval of the disposition;
. the consummation of the merger; and

. the conversion of indebtedness in the aggregate amount of $11,255,188 owed by Lianluo
Connection to the Company into additional paid-in capital of Lianluo Connection.

Regulatory Approvals (See Page 93)

The consummation of the merger is not subject to any regulatory or governmental approvals or filings, other
than (i) the filing of a certificate of merger with the Secretary of State of the State of Delaware and (ii) the
declaration by the Securities and Exchange Commission, or the SEC, of the effectiveness of the registration
statement of which this proxy statement/prospectus forms a part, and any required notice or other filings
under applicable state securities laws.

The consummation of the disposition is not subject to any regulatory approvals.

Listing on NASDAQ (See Page 94)

The approval for listing of our common shares on the NASDAQ Capital Market, including the shares issued
in the merger, subject only to official notice of issuance, is a condition to the obligations of Newegg to
complete the merger. We have applied for such listing under the symbol “NEGG.”

Completion and Effectiveness of the Merger and the Disposition (See Page 97)

The merger will be completed and become effective at such time as the certificate of merger for the merger is
filed with the Secretary of State of the State of Delaware (or at such time as agreed to between the Company
and Newegg and specified in such certificate of merger in accordance with applicable law). Unless the
merger agreement is terminated or another date and time are agreed to by the Company and Newegg,
completion of the merger will occur no later than the second business day following the day on which the last
of the conditions is satisfied or waived (other than those conditions that by their nature are to be satisfied at
the closing of the merger, but subject to the satisfaction or waiver of such conditions).
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The disposition will be completed immediately following completion of the merger.

As of the date of this proxy statement/prospectus, we expect that the merger and the disposition will be
completed by May 31, 2021. However, completion of the merger and the disposition are subject to the
satisfaction or waiver of the conditions to completion of the merger and the disposition. There can be no
assurances as to when, or if, the merger and the disposition will occur. If the merger is not completed on or
before June 30, 2021, either the Company or Newegg may terminate the merger agreement; provided that the
right to terminate the merger agreement if the merger is not completed on or prior to such date will not be
available to either of the Company or Newegg if the failure of the merger to be consummated by such date is
due to a material breach by such party of any representation, warranty, covenant or other agreement of such
party set forth in the merger agreement.

Go Shop (See Page 105)

During the period from the date of the merger agreement and continuing until the earlier of the termination of
the merger agreement or the completion of the merger, each of the Company, the Merger Sub and Newegg
may and may cause its representatives to directly or indirectly, (i) solicit, assist, initiate or facilitate the
making, submission or announcement of, or intentionally encourage, any acquisition proposal, (ii) furnish
any non-public information regarding such party or its affiliates or their respective businesses, operations,
assets, liabilities, financial condition, prospects or employees to any person or group in connection with or in
response to an acquisition proposal, (iii) engage or participate in discussions or negotiations with any person
or group with respect to, or that could be expected to lead to, an acquisition proposal, (iv) approve, endorse or
recommend, or publicly propose to approve, endorse or recommend, any acquisition proposal, (v) negotiate
or enter into any letter of intent, agreement in principle, acquisition agreement or other similar agreement
related to any acquisition proposal, or (vi) release any third person from, or waive any provision of, any
confidentiality agreement to which such party is a party.

Each of the Company and Newegg agreed to notify the other as promptly as practicable (and in any event
within 48 hours) orally and in writing of the receipt by such party or any of its representatives of (i) any bona
fide inquiries, proposals or offers, requests for information or requests for discussions or negotiations
regarding or constituting any acquisition proposal or any bona fide inquiries, proposals or offers, requests for
information or requests for discussions or negotiations that could be expected to result in an acquisition
proposal, and (ii) any request for non-public information relating to such party or its affiliates (or any
subsidiary, respectively), specifying in each case, the material terms and conditions thereof (including a copy
thereof if in writing or a written summary thereof if oral) and the identity of the party making such inquiry,
proposal, offer or request for information. Each of the Company, the Merger Sub and Newegg agreed to keep
the other parties promptly informed of the status of any such inquiries, proposals, offers or requests for
information.

For purposes of the merger agreement, an “acquisition proposal” means any inquiry, proposal or offer, or any
indication of interest in making an offer or proposal, from any person or group at any time relating to an
alternative transaction (other than the transactions contemplated by the merger agreement) concerning the
sale of (i) all or any material part of the business or assets of any subsidiaries of Newegg or the Company and
its subsidiaries, or (ii) any of the shares or other equity interests or profits of any subsidiaries of Newegg or
the Company and its subsidiaries, in any case, whether such transaction takes the form of a sale of shares or
other equity, assets, merger, consolidation, issuance of debt securities, management contract, joint venture or
partnership, or otherwise.

Termination of the Merger Agreement (See Page 107)

The merger agreement may be terminated at any time prior to the completion of the merger, whether before
or after our shareholders have approved the merger, in any of the following ways:

. by mutual written consent of the Company and Newegg;

. by either the Company or Newegg (i) if the merger shall not have occurred on or prior to June 30,
2021; provided, that the right to terminate shall not be available to any party whose material
breach of a representation, warranty or covenant in the merger agreement has been a principal
cause of the failure of the merger to be consummated on or before such date; (ii) if any
governmental authority of competent jurisdiction shall have issued an order or taken any other




action permanently restraining, enjoining or otherwise prohibiting the merger, and, in each case,
such order or action shall have become final and non-appealable; provided, that the right to
terminate shall not be available to any party whose material
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breach of a representation, warranty or covenant in the merger agreement has been the principal
cause of such action, or (iii) if the shareholder proposals described in this proxy
statement/prospectus are not approved at the special meeting by a majority of votes cast which
are not beneficially owned by Hangzhou Lianluo;

. by Newegg (provided it is not then in material breach of any of its obligations under the merger
agreement) (i) if there is any breach of any representation, warranty, covenant or agreement on
the part of the Company or Merger Sub set forth in the merger agreement, or if any representation
or warranty of the Company or Merger Sub shall have become untrue, in either case such that the
applicable conditions set forth in the merger agreement would not be satisfied; provided,
however, if such breach is curable by the Company or Merger Sub, Newegg may not terminate
for so long as the Company or Merger Sub continue to exercise their best efforts to cure such
breach, unless such breach is not cured within thirty (30) days after notice of such breach is
provided by Newegg to the Company, (ii) if for any reason the Company fails to call and hold the
special meeting within sixty (60) days following the filing of the registration statement of which
this proxy statement/prospectus forms a part, unless such failure is as a result of the Company
responding in good faith to comments on such registration statement or the registration statement
on Form F-1 related to the public offering of the Company’s common shares for $30 million, or
such other amount necessary to meet NASDAQ’s initial listing requirements, received from the
SEC or comments from NASDAQ, or (iii) if the Company’s board (or any subgroup or
committee thereof) withdraws, modifies or changes its recommendation of the merger agreement
or the merger in a manner adverse to Newegg or shall have resolved to do any of the foregoing,
or approves or recommends, or proposes to approve or recommend, an acquisition proposal;

. by the Company (provided neither it nor its subsidiary is then in material breach of any of their
obligations under the merger agreement) (i) if there is any breach of any representation, warranty,
covenant or agreement on the part of Newegg as set forth in the merger agreement or if any
representation or warranty of Newegg shall have become untrue, in either case such that the
applicable conditions set forth in the merger agreement would not be satisfied; provided,
however, if such breach is curable by Newegg, the Company may not terminate the merger
agreement for so long as Newegg continues to exercise its best efforts to cure such breach, unless
such breach is not cured within thirty (30) days after notice of such breach is provided by the
Company to Newegg, or (ii) if the Newegg board (or any subgroup or committee thereof)

(A) withdraws, modifies or changes its recommendation of the merger agreement or the merger in
a manner adverse to the Company or shall have resolved to do any of the foregoing, or
(B) approves or recommends, or proposes to approve or recommend, an acquisition proposal;

. by Newegg if it receives a bona fide written offer prior to the approval of the merger by our
shareholders at the special meeting, and Newegg’s special committee determines in good faith
(based upon a written opinion of an independent financial advisor) that such offer constitutes a
superior offer to the stockholders of Newegg to the terms set forth in the merger agreement, and
the Newegg special committee determines in good faith (based upon advice of counsel) that, in
light of such superior offer, the withdrawal or modification of the Newegg board’s approval is
required in order for the Newegg board to comply with its fiduciary obligations to Newegg’s
stockholders under the applicable law; or

. by the Company if it receives a bona fide written offer prior to the approval of the merger by our
shareholders at the special meeting, and the Company’s special committee determines in good
faith (based upon a written opinion of an independent financial advisor) that such offer
constitutes a superior offer to the shareholders of the Company to the terms set forth in the
merger agreement, and the Company’s special committee determines in good faith (based upon
advice of counsel) that, in light of such superior offer, the withdrawal or modification of our
board’s approval is required in order for our board to comply with its fiduciary obligations to the
Company’s shareholders under the applicable law.
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If the merger agreement is validly terminated, the merger agreement will terminate (except that

the confidentiality agreement between Newegg and the Company, and the provisions described in

Section 5.12 (Public Announcements), Section 5.13 (Confidential Information), Section 7.2 (Effect of
Termination), Article VII (Termination), Article VIII (Indemnification) and Article IX (General Provisions)
of the merger agreement, which provisions shall survive such termination), and there will be no other liability
on the part of either party to the other except as described under “— Termination Fees and Expenses;”
provided, that no party will be relieved from liability for fraud or a willful breach of a representation or
warranty contained in the merger agreement or the breach of any covenant contained in the merger
agreement, in which case the aggrieved party will be entitled to all rights and remedies available at law or in
equity.

Termination Fees and Expenses (See Page 109)

If the merger agreement is terminated (i) because the shareholder proposals described in this proxy
statement/prospectus are not approved at the special meeting by a majority of votes cast which are not
beneficially owned by Hangzhou Lianluo, or (ii) upon any of the events described in the third or sixth bullet
under “— Termination of the Merger Agreement” above, then the Company is required to immediately pay to
Newegg in cash or by wire transfer of immediately available funds or by disbursement from the escrow
account, an amount equal to $450,000.

If the merger agreement is terminated upon any event described in the fourth or fifth bullet under “—
Termination of the Merger Agreement” above, then Newegg is required to immediately pay to the Company
in cash or by wire transfer of immediately available funds in an amount equal to $450,000. During the period
from the date of the merger agreement and continuing until the earlier of the termination of the merger
agreement or the completion of the merger, Newegg agreed to keep $450,000 of cash available for the
payment of the foregoing termination fee.

Termination of the Disposition Agreement (See Page 120)
The disposition agreement may be terminated prior to the closing date as follows:
. by mutual written consent of the Purchaser and the Company;

. by written notice by either the Purchaser or the Company if a governmental authority of
competent jurisdiction shall have issued an order or taken any other action permanently
restraining, enjoining or otherwise prohibiting the transactions contemplated by the disposition
agreement and such order or other action has become final and non-appealable;

. by written notice by the Company if the required shareholder approval is not obtained; or

. by written notice by the Company if the merger is not closed.

Specific Performance (See Page 109)

Under the merger agreement, each of the Company and Newegg is entitled to seek an injunction or
injunctions to prevent breaches of the merger agreement and to seek to specifically enforce the terms and
provisions of the merger agreement.

Material U.S. Federal Income Tax Consequences of the Merger (See Page 94)

The Company and Newegg have structured the merger with the intent that it will qualify as a tax-free
“reorganization” within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended, or
the Code, specifically as a “reverse subsidiary merger” under Section 368(a)(2)(E) of the Code. However, the
qualification of the merger as a tax-free reorganization depends on compliance with numerous technical
requirements, and there is a risk that the merger may not satisfy certain of these requirements. There cannot
be any assurance that the merger will so qualify as a “reorganization”. See “Risk Factors — Risks Related to
the Merger — There can be no assurances that Newegg stockholders will not be required to recognize gain
for U.S. federal income tax purposes upon the exchange of Newegg stock for common shares of the
Company stock in the merger.” The Company and Newegg have not
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sought, and will not seek, any ruling from the Internal Revenue Service, or the IRS, regarding any matter
affecting the merger or any of the United States federal income tax consequences discussed herein; and have
not sought, and will not seek, any tax opinion from their respective legal counsel regarding the qualification
of the merger as a tax-free “reorganization” within the meaning of Section 368(a) of the Code and generally
as a tax-free transaction. Thus, there can be no assurance that the IRS will ultimately conclude that the
merger does meet all of the requirements for qualification as a “reorganization” within the meaning of
Section 368(a) of the Code, and there can be no assurance that any of the other statements made herein would
not be challenged by the IRS and, if so challenged, would be sustained upon review in a court. A successful
challenge by the IRS could result in taxable income to Newegg and, as described below, its stockholders.

Assuming the merger qualifies for the intended tax treatment, U.S. holders will not recognize any gain or loss
upon the receipt of our common shares in the merger. However, if the merger does not qualify as a tax free
reorganization as intended, then a U.S. holder will recognize capital gain or loss in an amount equal to the
difference, if any, between (i) the sum of the fair market value of our common shares and the fair market
value of other merger consideration received in the merger and (ii) the U.S. holder’s adjusted tax basis in the
Newegg stock exchanged in the merger.

The foregoing is qualified by reference to, and each Newegg stockholder is urged to read, the sections
“Proposal I: The Merger — Material U.S. Federal Income Tax Consequences of the Merger” and “Risk
Factors — Risks Related to the Merger — There can be no assurances that Newegg stockholders will not be
required to recognize gain for U.S. federal income tax purposes upon the exchange of Newegg stock for
common shares of the Company stock in the merger,” and to consult its tax advisor to determine the
particular U.S. federal, state or local or non-U.S. income or other tax consequences to it of the merger.

Anticipated Accounting Treatment (See Page 96)

The merger will be accounted for as a reverse merger in accordance with generally accepted accounting
principles in the United States of America, or U.S. GAAP. Under this method of accounting, the Company
will be treated as the “acquired” company for financial reporting purposes. This determination was primarily
based on Newegg comprising the ongoing operations of the combined company, Newegg’s senior
management comprising the senior management of the combined company and Newegg’s stockholders
having a majority of the voting power of the combined company. For accounting purposes, Newegg will be
deemed to be the accounting acquirer in the transaction and, consequently, the transaction will be treated as a
recapitalization of Newegg (i.e., a capital transaction involving the issuance of shares by the Company for the
stock of Newegg). Accordingly, the consolidated assets, liabilities and results of operations of Newegg will
become the historical financial statements of the combined company, and the Company’s assets, liabilities
and results of operations will be consolidated with Newegg beginning on the acquisition date.

Transaction Expenses (See Page 96)

The Company estimates that its total merger transaction expenses will be approximately $1.20 million, which
includes financial advisor fees of approximately $0.27 million, legal fees in the amount of approximately
$0.60 million, accounting fees in the amount of approximately $0.14 million, transfer agent fees in the
amount of approximately $0.01 million, printing and mailing fees in the amount of approximately $0.05
million, filing fees in the amount of approximately $0.10 million and other expenses in the amount of
approximately $0.03 million. None of these expenses are contingent on approval and consummation of the
merger unless stated otherwise.

Newegg estimates that its total merger transaction expenses will be approximately $2.24 million, which
includes legal fees in the amount of approximately $1.15 million and accounting fees in the amount of
approximately $1.09 million. None of these expenses are contingent on approval and consummation of the
merger unless stated otherwise.

Risk Factors (See Page 30)

You should carefully read this proxy statement/prospectus and especially consider the factors discussed in
“Risk Factors” in connection with your consideration of the merger and disposition before deciding whether
to vote for approval of the merger proposal and the disposition proposal. Below please find a summary of the
principal risks we face, organized under relevant headings. These risks are discussed more fully in “Risk
Factors.”
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Risks Related to the Merger and Disposition
Risks and uncertainties related to the merger and disposition include, but are not limited to, the following:
. The merger and disposition are subject to a number of conditions.

. Certain of our director, executive officer and major shareholders have interests in the merger and
disposition that are different from, and may potentially conflict with, our interests and the
interests of our unaffiliated shareholders.

. Failure to complete the merger and disposition could negatively impact our business, financial
condition, results of operations or share price.

. Following the merger, our business may suffer as a result of the lack of public company operating
experience of new management.

. The transition to becoming the subsidiary of a public company will require changes in the way
that Newegg operates its business and incur additional expenses pertaining to SEC reporting
obligations and SEC compliance matters, and our disclosure controls and procedures may not
prevent or detect all errors or acts of fraud.

. Newegg is not a publicly traded company, making it difficult to determine the fair market value
of Newegg.
. Our future results following the merger and disposition may differ materially from the unaudited

pro forma financial information included in this proxy statement/prospectus.

. NASDAQ may not list or continue to list our common shares on its exchange, which could
prevent consummation of the merger or limit investors’ ability to make transactions in our shares.
Consequently, we may be subject to additional trading restrictions.

. A majority of Newegg’s capital shares are, and upon completion of the merger, a majority of our
common shares will be, pledged as collateral to support delinquent indebtedness of our parent
company and could be sold to satisfy that indebtedness.

Risks Related to the Business of the Company

The Company is subject to risks and uncertainties related to its business, including, but not limited to, the
following:

. Our business is seasonal and revenues and operating results could fall below investor
expectations during certain periods, which could cause the trading price of our common shares to
decline.

. We sell our products primarily to distributors, and our technical services are provided to hospitals
and check-up centers; our ability to add distributors, hospitals and check-up centers will impact
our revenue growth. Failure to maintain or expand our distribution network and network of
hospitals and check-up centers would materially and adversely affect our business.

. We generate a significant portion of our revenues from a small number of products, and a
reduction in demand for any of these products could materially and adversely affect our financial
condition and results of operations.

Risks Relating to Doing Business in China

We face risks and uncertainties related to doing business in China in general, including, but not limited to, the
following:

. Adverse changes in economic and political policies of the PRC government could have a material
adverse effect on the overall economic growth of China, which could adversely affect our
business.
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following:

Currently, there are no specific laws or regulations applicable to wearable medical products in
China, which are instead subject to general laws applicable to medical products. If there are
applicable government regulations in the future, it may create risks and challenges with respect to
our compliance efforts and our business strategies.

Uncertainties with respect to the PRC legal system could limit the legal protections available to
you and us.

Risks Related to the Business of Newegg

Newegg is subject to risks and uncertainties related to its business, including, but not limited to, the

Newegg faces risks related to system interruption, including failures caused or experienced by
third-party service providers, and lack of redundancy and timely upgrades.

Newegg’s business faces intense domestic and international competition.
A decline in demand for IT and CE products could adversely affect Newegg’s operating results.

The loss of key employees or the failure to attract qualified personnel could have a material
adverse effect on Newegg’s ability to run its business.

If Newegg is unable to provide a satisfactory customer experience, its reputation would be
harmed and it could lose customers.

Newegg depends on its vendors to source sufficient quantities of merchandise on favorable terms.
If Newegg fails to maintain strong vendor relationships or if its vendors are otherwise unable to
supply products that meet its standards in a timely manner, its net sales and net income could
suffer.

Newegg’s international sales and operations require access to international markets and are
subject to applicable laws relating to trade, export and import controls and economic sanctions,
the violation of which could adversely affect its operations.

Newegg has incurred net loss in the past and may continue to experience losses in the future.

The successful operation of Newegg’s business depends upon the performance, reliability and
security of the internet infrastructure in the countries where it operates.

Because many of the products that Newegg sells are manufactured abroad, Newegg may face
delays, increased cost or quality control deficiencies in the importation of these products, which
could reduce its net sales and profitability.

Assertions, claims and allegations, even if not true, that Newegg has infringed or violated
intellectual property rights could harm Newegg’s business and reputation. Also, Newegg may be
subject to product liability claims, which could be costly and time-consuming to defend.

Newegg may incur additional costs due to tax assessments resulting from ongoing and future
audits by tax authorities.

Significant developments stemming from recent U.S. government actions and proposals
concerning tariffs and other economic proposals could have a material adverse effect on Newegg.

Newegg and certain of its subsidiaries are parties to a revolving credit agreement, which contain a
number of covenants that may restrict Newegg’s current and future operations and could
adversely affect Newegg’s ability to execute business needs.
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Risks Related to Ownership of our Common Shares

In addition to the risks described above, we are subject to general risks and uncertainties related to our
common shares, including, but not limited to, the following:

If we fail to maintain compliance with NASDAQ Listing Rules, we may be delisted from the
NASDAQ Capital Market, which would result in a limited public market for trading our shares
and make obtaining future debt or equity financing more difficult for us.

The trading price of the common shares is likely to be volatile and could fluctuate widely due to
multiple factors, some of which are beyond our control.

We are a “controlled company” within the meaning of the NASDAQ rules and, as a result, qualify
for exemptions from certain corporate governance requirements. You will not have the same
protections afforded to shareholders of companies that are subject to such requirements.

As a company incorporated in the BVI, we are permitted to adopt certain home country practices
in relation to corporate governance matters that differ significantly from the NASDAQ corporate
governance listing standards. These practices may afford less protection to shareholders than they
would enjoy if we complied fully with the NASDAQ’s corporate governance listing standards.

We are a foreign private issuer within the meaning of the rules under the Exchange Act, and as
such we are exempt from certain provisions applicable to U.S. domestic public companies.
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any future periods.

accordance with U.S. GAAP.

Revenues

Costs of revenue
Gross loss
Service income
Service expenses
Selling expenses

General and administrative expenses
(Provision for) recovery from
doubtful accounts and inventories

Impairment loss for intangible assets

Operating loss

Loss before provision for income
tax and non-controlling interest

Income tax benefit

Net loss from continuing operations

Discontinued operations:

Loss from operations of discontinued
operations, net of taxes

Loss from disposal of discontinued
operations, net of taxes
Net loss

Less: net loss attributable to non-
controlling interest

Net loss attributable to Lianluo
Smart Limited

Other comprehensive (loss) income:

Foreign currency translation gain
(loss)

Comprehensive loss

-less comprehensive loss attributable
to non-controlling interest

Comprehensive loss attributable to
Lianluo Smart Limited

SELECTED CONSOLIDATED FINANCIAL DATA OF THE COMPANY

For the Years Ended December 31,

The following tables present the selected consolidated financial information for the Company. The selected
consolidated statements of income (loss) data for the three years ended December 31, 2020, 2019 and 2018
and the consolidated balance sheet data as of December 31, 2020 and 2019 have been derived from our
audited consolidated financial statements presented elsewhere in this proxy statement/prospectus. The
selected consolidated statements of income (loss) data for the years ended December 31, 2017 and 2016 and
the selected consolidated balance sheets data as of December 31, 2018, 2017 and 2016 have been derived
from our audited consolidated financial statements for the years ended December 31, 2017 and 2016, which
are not included in this proxy statement/prospectus. Our historical results do not indicate results expected for

The selected consolidated financial data below should be read in conjunction with, and are qualified in their
entirety by reference to, our consolidated financial statements and related notes and the section of this proxy
statement/prospectus captioned “Management’s Discussion and Analysis of Financial Condition and Results
of Operations of the Company.” Our audited consolidated financial statements are prepared and presented in

2020 2019 2018 2017 2016
$ 358536 $ 383458 $ 559,386 $ 882,011 $ 13,062,373
(646,653) (743,744) (757,901)  (1,655,970)  (17,179,060)
(288,117) (360,286) (198,515) (773,959) (4,116,687)
— — — 56,030 14,587
— — — (1,289) (21,130)
(91,820) (835270)  (2,082,829)  (1,170,378) (927,243)
(2,482,201)  (2,593,808)  (3,675,465)  (3,192,030)  (4,183,775)
(113,000) (13,011) (22,229) 23,608 150,280
— — (3.281,779) — —
(2,975,138)  (3,802,375)  (9,260,817)  (5,058,018)  (9,083,968)
(3241,697)  (4,450,994)  (8,910,002)  (5,136,434)  (9,704,761)
— — — — 95,026
(3241,697)  (4,450,994)  (8,910,002)  (5,136,434)  (9,609,735)
— — — — (168,574)
— - - — (82,579)
(3241,697)  (4,450,994)  (8,910,002)  (5,136,434)  (9,860,888)
. _ _ — (129,020)

$ (3,241,697)

$ (4,450,994)

$ (8,910,002)

$ (5,136,434)

$ (9,731,868)

150,340

(166,892)

(515,477)

380,077

(567,162)

(3,091,357)

(4,617,886)

(9,425,479)

(4,756,357)

(10,428,050)

(230,838)

$ (3,091,357)

$ (4,617,886)

$ (9,425,479)

$ (4,756,357)

$ (10,197,212)




Weighted average number of
common shares used in
computation

-Basic and Diluted 3,389,069 2,225,821 2,202,176 2,164,071 1,302,846

Net loss per share of common stock

-Basic and Diluted $ 0.96) $ (2.00) $ (4.05) $ 237 $ (7.47)
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Balance Sheet Data:

Cash and cash equivalents
Working capital (deficiency)
Total current assets

Total assets

Total current liabilities

Total Lianluo Smart Limited
shareholders’ equity (deficit)

Common shares

Total equity (deficit)

December 31,

2020 2019 2018 2017 2016
1,816,177 $ 22,834  $ 477,309 $ 6,809,485 $ 10,792,823
3,255,404 (1,555,999) 1,260,558 7,152,147 10,221,074
5,972,526 1,677,113 2,713,362 9,833,029 11,336,148
6,048,179 2,333,953 5,698,670 15,563,108 16,552,137
2,717,122 3,233,112 1,452,804 2,680,882 1,115,074
2,812,391  (1,288,789) 3,116,620 11,153,115 13,937,701

78,644 48,630 48,630 47,281 47,281
2,812,391  (1,288,789) 3,116,620 11,153,115 13,937,701
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presented in accordance with U.S. GAAP.

Statements of Operations Data:

SELECTED CONSOLIDATED FINANCIAL DATA OF NEWEGG

The following tables present the selected consolidated financial information for Newegg. The selected
consolidated statements of operations data for the three years ended December 31, 2020, 2019 and 2018 and
the consolidated balance sheet data as of December 31, 2020 and 2019 have been derived from Newegg’s
audited consolidated financial statements presented elsewhere in this proxy statement/prospectus. Newegg’s
historical results do not indicate results expected for any future periods.

The selected consolidated financial data below should be read in conjunction with, and are qualified in their
entirety by reference to, Newegg’s consolidated financial statements and related notes and the section of this
proxy statement/prospectus captioned “Management’s Discussion and Analysis of Financial Condition and
Results of Operations of Newegg.” Newegg’s audited consolidated financial statements are prepared and

For the Years Ended December 31,

Net sales

Cost of sales

Gross profit

Other operating income/(expense)

Selling, general, and administrative expenses
Income (loss) from operations

Interest income

Interest expense

Other income, net

Gain from sale of and equity income from equity method
investments

Income (loss) before provision for income taxes
Provision for income taxes

Net income (loss)

Less: Undistributed net income allocable to Series A and
Series AA convertible Preferred Stocks

Less: Dividend or deemed dividend paid to Series A
convertible Preferred Stock

Net income (loss) attributable to common stock
Basic earnings (loss) per share

Diluted earnings (loss) per share

Weighted average shares used in computation of earnings
per share:

Basic
Diluted

2020 2019 2018
$ 2114872 $ 1,533,928 $ 2,022,437
1,841,243 1,369,054 1,816,834
273,629 164,874 205,603
— 28,314 (1,555)
250,239 229,192 247,174
23,390 (36,004) (43,126)
1,124 586 1,484
(664) (2,945) (1,595)
5,320 4,184 1,599
3,197 21,777 9,617
32,367 (12,402) (32,021)
1,941 4,589 1,582
$ 30426 $ (16991) $  (33,603)
(30,012) _ _
— — (19,960)
$ 414§ (16991) $  (53,562)
$ 049 $  (20.01) $ (80.68)
$ 009 $  (20.01) $ (80.68)
849 849 664
4,562 849 664
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Balance Sheet Data:

Cash and cash equivalents

Total current assets

Total assets

Total current liabilities

Total liabilities

Total temporary equity

Total deficit

Total liabilities, temporary equity and equity

As of December 31,
2020 2019
(In thousands)

156,635 $ 79,750
428,611 267,593
557,468 381,768
388,091 256,117
429,971 289,724
187,801 187,801
(60,304) (95,757)
557,468 §$ 381,768

19




Table of Contents

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The unaudited pro forma condensed combined financial information presented below sets forth the financial
position and results of operations of the Company after giving effect to the merger and the disposition.

The following unaudited pro forma condensed combined financial statements give effect to the merger and
the disposition and related transactions and were prepared in accordance with the regulations of the SEC.

The pro forma financial information is presented for informational purposes only and is not necessarily
indicative of what the combined company’s financial position actually would have been had the merger and
disposition transactions been completed on the dates indicated or what the combined company’s results of
operations actually would have been had the merger and disposition transactions been completed as of the
beginning of the periods indicated. In addition, the pro forma financial statements do not purport to project
the future financial position or operating results of the combined company. The pro forma financial
statements include adjustments for events that are (1) directly attributable to the aforementioned transactions,
(2) factually supportable, and (3) with respect to the statements of income (loss), expected to have a
continuing impact on the combined results.

It should be noted that there have been no material transactions between the Company and Newegg prior to
and during the periods presented in the unaudited pro forma condensed combined financial statements. In
addition, these statements do not reflect any cost or growth synergies that the combined company may
achieve as a result of the merger, or the costs to combine the operations of the Company and Newegg.

The pro forma financial information has been derived from and should be read in conjunction with the
following:

(a) The consolidated financial statements and related notes of the Company for the year ended
December 31, 2020 (which are included elsewhere in this proxy statement/prospectus); and

(b) The consolidated financial statements and related notes of Newegg for the year ended December
31, 2020 (which are included elsewhere in this proxy statement/prospectus).
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Unaudited Pro Forma Condensed Combined Balance Sheet
As of December 31, 2020
(In thousands, except par value)

Stock, $.001 par value; 25,890
shares authorized, 24,870 shares

Pro Forma Pro Forma
Newegg Company Combined Adjustments Notes Combined
Assets
Current assets:
Cash and cash equivalents $ 156,635 $ 1,816 $ 158,451 $ (10) Note 3(a) $§ 158,441
Restricted cash 1,111 3,500 4,611 — 4,611
Marketable equity securities — 274 274 — 274
Accounts receivable, net 66,465 5 66,470 5) Note 3(a) 66,465
Inventories 182,056 89 182,145 (89) Note 3(a) 182,056
Income taxes receivable 2,510 246 2,756 (246) Note 3(a) 2,510
Prepaid expenses and other current assets 19,834 42 19,876 (24) Note 3(a) 19,852
Total current assets 428,611 5,972 434,583 (374) 434,209
Property and equipment, net 46,466 76 46,542 (76) Note 3(a) 46,466
Noncurrent deferred tax assets 669 — 669 — 669
Equity investment 9,655 — 9,655 — 9,655
Investment at cost 15,000 — 15,000 — 15,000
Right of use assets 46,557 — 46,557 — 46,557
Other noncurrent assets 10,510 — 10,510 — 10,510
Total assets $ 557,468 § 6,048 $ 563,516 $ (450) $ 563,066
Liabilities, Temporary Equity and Equity
Current liabilities:
Accounts payable $ 241,502 $ 19 $241,521 § (19) Note 3(a) § 241,502
Accrued liabilities 83,939 914 84,853 (650) Note 3(a) 84,203
Deferred revenue 47,398 — 47,398 — 47,398
Line of credit 5,276 — 5,276 — 5,276
Short-term borrowings and interest
payable — 1,784 1,784 (1,784) Note 3(a) —
Current portion of long-term debt 281 — 281 — 281
Lease liabilities — current 9,695 — 9,695 — 9,695
Total current liabilities 388,091 2,717 390,808 (2,453) 388,355
Long-term debt, less current portion 2,088 — 2,088 — 2,088
Income taxes payable 696 — 696 — 696
Lease liabilities — noncurrent 39,043 — 39,043 — 39,043
Warrants liabilities 519 519 — 519
Other liabilities 53 — 53 — 53
Total liabilities 429,971 3,236 433,207 (2,453) TJM
Commitments and contingencies
Temporary Equity:
Series AA convertible Preferred 187,146 — 187,146  (187,146) Note 3(b) —




issued and outstanding as of
December 31, 2020 on an actual
basis; 0 shares authorized, issued
and outstanding as adjusted
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Series A convertible Preferred
Stock, $.001 par value; 59,000
shares authorized, 36,476
shares issued and outstanding
as of December 31, 2020 on

an actual basis; 0 shares
authorized, issued and
outstanding as adjusted

Total temporary equity

Equity (deficit):

Class A Common Shares,
$0.021848 par value; 4,736

shares authorized, 2,211

shares issued and outstanding
as of December 31, 2020 on
an actual basis; unlimited
shares authorized, 366,925
shares issued and outstanding

as adjusted

Class B Common Shares,
$0.021848 par value; 1,514

shares authorized; 1,389

shares issued and outstanding
as of December 31, 2020 on
an actual basis, 0 shares issued
and outstanding as adjusted
Additional paid-in capital
Notes receivable

Accumulated other

comprehensive
income (loss)

Accumulated deficit

Total equity (deficit)

Total liabilities, temporary

equity and equity

Pro Forma Pro Forma

Newegg Company Combined Adjustments Notes Combined
655 — 655 (655) Note 3(b) —
187,801 — 187,801 (187,801) —
1 48 49 7,968 Note 3(b)(d) 8,017

— 30 30 (30) Note 3(b) —
2,366 47,996 50,362 136,604 Note 3(b) 186,966
(15,186) — (15,186) — (15,186)
3,057 2,587 5,644 (2,587) Note 3(c) 3,057

(50,542) (47,849) (98,391) 47,849 Note 3(c) (50,542)
(60,304) 2,812 (57,492) 189,804 132,312
$557,468 $ 6,048 $563,516 $ (450) $ 563,066

See accompanying notes to unaudited pro forma condensed combined financial statements
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Net sales
Cost of sales

Gross profit

Selling, general, and
administrative expenses

Income (Loss) from
operations

Interest income

Interest expense

Other income (expense), net

Unrealized loss on securities

Change in fair value of
warrants liabilities

Gain from sale of and equity
income from equity
method investments

Loss on disposal of a
subsidiary

Income (loss) before
provision for income taxes

Provision for income taxes

Net income (loss)

Basic earnings (loss) per
share

Diluted earnings (loss) per
share

Weighted average shares
used in computation of
earnings per share:

Basic
Diluted

(In thousands, except per share data)

Unaudited Pro Forma Condensed Combined Statements of Operations
For the Year Ended December 31, 2020

250,239 2,687 252,926 (1,037)
23390  (2,975) 20,415 1,325
1,124 1 1,125 (1)
(664) (664)

5,320 (23) 5,297 22
— 130 130 —

— (129) (129) —
3,197 — 3,197 —
— (245) (245) —
32,367  (3,241) 29,126 1,346
1,941 — 1,941 —

30,426 $(3,241)

$ 27,185 § 1,346

049 $ (0.96) $  (0.47)
009 $ (0.96) $  (0.87)
849 3,389 4238 362,477
4562 3,389 7,951 362,477

Pro Forma Pro Forma

Newegg Company Combined Adjustments Notes Combined

$2,114872 $§ 359 $2,115231 § (359) Note 3(a) $2,114,872

1,841,243 647 1,841,890 (647) Note3(a) 1,841,243
273,629 (288) 273,341 288 C 273,629

Note 3(a) 251,889

21,740

Note 3(a) 1,124
Note 3(a) (664)

Note 3(a) 5,319

130

(129)

3,197
(245)

30,472
1,941
$ 28531

$ 0.08

$ 0.08

Note 4 366,715
Note 4 370,427

See accompanying notes to unaudited pro forma condensed combined financial statements
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Notes to the Unaudited Pro Forma Condensed Combined Financial Statements

Note 1 — Description of Transactions

On October 23, 2020, the Company, Merger Sub, and Newegg entered into the merger agreement. If the
transactions contemplated by the merger agreement are completed, Merger Sub will merge into Newegg and
Newegg will be the surviving entity. The Company will become the 100% owner of the surviving entity. As
the consideration for the merger, the Company will issue to all the stockholders of Newegg an aggregate of
approximately 363,325,542 common shares. Each issued and outstanding share of Newegg will be exchanged
for 5.8417 common shares.

On October 23, 2020, the Company entered into the disposition agreement with the Purchaser and Lianluo
Connection. If the transactions contemplated by the disposition agreement are completed, the Company will
sell all of its equity interests in Lianluo Connection, a wholly owned subsidiary, to the Purchaser immediately
following completion of the merger for a purchase price of RMB 0.

Immediately after consummation of the merger and disposition, the Company will own 100% of Newegg.
Based on the number of the Company common shares and Newegg stock outstanding as of April 9, 2021, the
Newegg stockholders will own approximately 98.68% of the outstanding common shares of the Company
and existing Company shareholders will own approximately 1.32% of the outstanding common shares of the
Company.

Note 2 — Basis of Presentation

The merger will be accounted for as a reverse merger in accordance with U.S. GAAP. Under this method of
accounting, the Company will be treated as the “acquired” company for financial reporting purposes. This
determination was primarily based on Newegg comprising the ongoing operations of the combined company,
Newegg’s senior management comprising the senior management of the combined company and Newegg’s
stockholders having a majority of the voting power of the combined company. For accounting purposes,
Newegg will be deemed to be the accounting acquirer in the transaction and, consequently, the transaction
will be treated as a recapitalization of Newegg (i.e., a capital transaction involving the issuance of shares by
the Company for the stock of Newegg). Accordingly, the consolidated assets, liabilities and results of
operations of Newegg will become the historical financial statements of the combined company, and the
Company’s assets, liabilities and results of operations will be consolidated with Newegg beginning on the
acquisition date.

The unaudited pro forma combined balance sheet as of December 31, 2020 was derived from Newegg’s
consolidated balance sheet and the Company’s consolidated balance sheet as of December 31, 2020. The
unaudited pro forma combined balance sheet as of December 31, 2020 assumes that the merger and
disposition were completed on December 31, 2020.

The unaudited pro forma combined statement of operations information for the year ended December 31,
2020 was derived from Newegg’s consolidated statement of operations and the Company’s consolidated
statements of operations for the years ended December 31, 2020. The unaudited pro forma combined
statement of operations information for the year ended December 31, 2020 assumes that the merger and
disposition were completed on January 1, 2020.

Note 3 — Adjustments

The pro forma adjustments included in the unaudited pro forma condensed combined financial statements are
as follows:

(a) Reflects the disposition of Lianluo Connection.

(b) Reflects the elimination of Newegg’s preferred stock and the Company’s Class B common shares
upon consummation of the merger.

(c) Reflects the elimination of accumulated deficit upon consummation of the merger and the
disposition of Lianluo Connection.

(d) Reflects the issuance of 363,325,542 common shares estimated to be issued in connection with the
merger.
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Note 4 — Earnings per Share

The unaudited pro forma combined basic and diluted earnings per share calculations are based on the
Company’s historical weighted average number of shares outstanding at December 31, 2020, adjusted by
363,325,542 shares estimated to be issued in connection with the Merger.

Note 5 — Share Combination

On October 21, 2020, the Company completed a share combination of its common shares at a ratio of one-
for-eight, which decreased the Company’s outstanding Class A common shares from 17,685,475 shares to
2,210,683 shares and the Company’s outstanding Class B common shares from 11,111,111 shares to
1,388,888 shares.

This share combination also decreased the Company’s authorized shares to 6,250,000 common shares of par
value of US$0.021848 each, of which 4,736,111 are designated as Class A common shares and 1,513,889 are
designated as Class B common shares.

All outstanding options, warrants and other rights to purchase the Company’s common shares are adjusted
proportionately as a result of the share combination. The number of shares authorized for issuance under the
Company’s option plans are also proportionately reduced to reflect the share combination.

All share and per share information contained in these unaudited pro forma condensed combined financial
statements has been restated to retroactively show the effect of this share combination.
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EQUIVALENT AND COMPARATIVE PER SHARE INFORMATION

The following table sets forth certain historical and pro forma per share financial information for our
common shares. The pro forma per share information gives effect to the merger as if the merger had occurred
on January 1, 2020 and on December 31, 2020 in the case of book value. The information in the table below
has been derived from and should be read in conjunction with the historical consolidated financial statements
of the Company and Newegg included elsewhere in this proxy statement/prospectus.

The pro forma earnings per share was calculated using the methodology described under the heading
“Unaudited Pro Forma Condensed Combined Financial Information” included in this proxy
statement/prospectus above, and is subject to all the assumptions, adjustments and limitations described
thereunder. The pro forma information set forth below, while helpful in illustrating the financial
characteristics of the combined company under one set of assumptions, does not reflect the possible impact
on the combined company that may result as a consequence of the arrangement and, accordingly, does not
attempt to predict or suggest future results.

Company  Newegg
Historical Historical Pro Forma

(Loss) Earnings per share for the year ended December 31, 2020

Basic § (09%) $ 049 $ 0.08
Diluted $ (0.96) $ 0.09 $ 0.08
Book value per share as of December 31, 2020% $§ 078 §(71.03) § 0.36

(1)  Calculated as total shareholders’ equity (deficit) divided by total common shares outstanding.
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COMPARATIVE PER SHARE MARKET PRICE AND DIVIDEND INFORMATION

Market Information

The Company’s Class A common shares are listed for trading on the NASDAQ Capital Market under the
symbol “LLIT.” Newegg is a privately-held corporation and its securities do not trade on any marketplace.

On April 9, 2021, the most recent practicable trading day prior to the date of this proxy statement/prospectus,
there were 3,465,683 Class A common shares of the Company outstanding and 62,195,173 shares of
Newegg’s capital stock outstanding. As of such date, the Company had 3 holders of record of its Class A
common shares and Newegg had 15 holders of record of its capital stock.

Recent Closing Prices and Comparative Market Price Information

The following table sets forth the closing sale price per share of the Company’s Class A common shares as
reported on the NASDAQ Capital Market on October 23, 2020, the last trading day before the public
announcement of the merger agreement, and on April 9, 2021, the most recent practicable trading day prior to
the date of this proxy statement/prospectus for which this information was available. The table also shows the
implied value of the merger consideration for each share of Newegg capital stock as of the same two dates.
This implied value was calculated by multiplying the closing sale price of a Class A common share of the
Company on the relevant date by the exchange ratio.

Implied
value of
merger
Class A consideration
Common per Newegg

Shares share
October 23, 2020 $ 328 $ 19.16
April 9, 2021 $ 855§ 4995

The market prices of the Company’s Class A common shares have fluctuated since the date of the
announcement of the merger agreement and may continue to fluctuate from the date of this proxy
statement/prospectus to the date of the special meeting and the date the merger is completed and thereafter.
No assurance can be given concerning the market prices of our Class A common shares before or after
completion of the merger. The market price of our Class A common shares (and therefore the value of the
merger consideration) when received by Newegg stockholders after the merger is completed could be greater
than, less than or the same as shown in the table above.

Dividend Policy

To date, the Company has not paid any cash dividends on its shares. As a BVI company, the Company may
only declare and pay dividends if its directors are satisfied, on reasonable grounds, that immediately after the
distribution (i) the value of the Company’s assets will exceed its liabilities and (ii) the Company will be able
to pay its debts as they fall due. We currently anticipate that we will retain any available funds to finance the
growth and operation of our business and we do not anticipate paying any cash dividends in the foreseeable
future. Additionally, our cash held in foreign countries may be subject to certain control limitations or
repatriation requirements, limiting our ability to use this cash to pay dividends.

For the year ended December 31, 2016, Newegg paid a cash dividend of $0.1154 per Newegg share, which
included a noncumulative dividend of $0.0016 per Newegg share, totaling $4.95 million to holders of
Newegg’s Series A convertible preferred stock. Additionally, Newegg paid a cash dividend of $0.6038 per
Newegg share, which included a noncumulative dividend of $0.49 per Newegg share, totaling $787 to the
holder of Newegg’s Series B-1 redeemable convertible preferred stock at that time. Except for the foregoing,
Newegg has never declared or paid cash dividends on its capital stock. Newegg intends to retain all available
funds and any future earnings to fund the development and expansion of its business and does not anticipate
paying any cash dividends in the foreseeable future.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus includes certain statements that may constitute “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and
Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act, related to the Company,
Newegg and the merger. All statements other than statements of historical fact are forward-looking statements
for purposes of federal and state securities laws. These forward-looking statements involve uncertainties that
could significantly affect the financial or operating results of the Company, Newegg or the combined company.
These forward-looking statements may be identified by terms such as “anticipate,” “believe,” “foresee,”
“expect,” “intend,” “plan,” “may,” “will,” “could” and “should” and the negative of these terms or other similar
expressions. Forward-looking statements in this document include, among other things, statements about the
potential benefits of the proposed merger and disposition, including future financial and operating results, plans,
objectives, expectations and intentions and the anticipated timing of closing of the merger and disposition. In
addition, all statements that address operating performance, events or developments that we expect or anticipate
will occur in the future, including statements relating to creating value for shareholders, benefits of the proposed
transactions to customers, vendors, employees, shareholders and other constituents of the combined company,
integrating the two companies, cost savings and the expected timetable for completing the proposed
transactions, are forward-looking statements.

LENT3

These forward-looking statements involve substantial risks and uncertainties that could cause actual results to
differ materially from those expressed or implied by such statements. Risks and uncertainties include, among
other things, risks related to the satisfaction of the conditions to closing proposed transactions (including the
failure to obtain necessary shareholder approvals) in the anticipated timeframe or at all; risks related to the
ability to realize the anticipated benefits of proposed transactions, including the possibility that the expected
benefits from the proposed transactions will not be realized or will not be realized within the expected time
period; the risk that the businesses will not be integrated successfully; disruption from proposed transactions
making it more difficult to maintain business, contractual and operational relationships; the unfavorable
outcome of any legal proceedings that have been or may be instituted against the Company or Newegg; failure
to protect proprietary or personally identifiable data against unauthorized access or unintended release; the
ability to retain key personnel; negative effects of the announcement or the consummation of the proposed
transactions on the market price of our common shares, and on our operating results; significant transaction
costs, fees, expenses and charges; unknown liabilities; the risk of litigation and/or regulatory actions related to
the proposed transactions; other business effects, including the effects of industry, market, economic, political or
regulatory conditions; future exchange and interest rates; changes in tax and other laws, regulations, rates and
policies; future business combinations or disposals; and competitive developments.

In addition to the risks described under “Risk Factors,” the following factors, among others, could cause actual
future results and other future events to differ materially from those currently estimated by management,
including, but not limited to:

. the timing to complete the merger and the disposition;
. the risk that a condition to completion of the merger or disposition may not be satisfied,;

. our ability to achieve the synergies and value creation projected to be realized following the
completion of the merger and disposition;

. our ability to promptly and effectively integrate Newegg’s businesses;
. the diversion of management time on transaction-related issues;

. risks related to any legal proceedings that may be instituted against the Company, Newegg and
others relating to the merger or disposition;

. the risk that the merger does not qualify for the intended tax treatment;
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. the effect of the announcement of the merger and disposition on the ability of the Company and

Newegg to retain key employees, and to maintain business relationships with customers, vendors
and others; and

. changes in future cash requirements, capital requirements, results of operations, financial condition
and/or cash flows.

You should not put undue reliance on forward-looking statements. No assurances can be given that any of the
events anticipated by the forward-looking statements will transpire or occur, or if any of them do occur, what
impact they will have on the results of operations, financial condition or cash flows of the Company or Newegg.
Actual results may differ materially from those discussed in this proxy statement/prospectus. All forward-
looking statements speak only as of the date of this proxy statement/prospectus and we assume no duty to
update or revise forward-looking statements, whether as a result of new information, future events, uncertainties
or otherwise, as of any future date.
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RISK FACTORS

In addition to the other information contained in this proxy statement/prospectus, including the matters
addressed in “Cautionary Statement Regarding Forward-Looking Statements,” you should carefully consider
the following risk factors in determining whether to vote for the proposals described in this proxy
statement/prospectus. You should also read and consider the risk factors associated with each of the businesses
of the Company and Newegg because these risk factors may affect the operations and financial results of the
combined company.

Risks Related to the Merger and Disposition

The merger and disposition are subject to a number of conditions.

The merger agreement contains a number of conditions that must be fulfilled (or waived by the parties) to
complete the merger. These conditions include, among other customary conditions, (i) the approval of the
merger proposal and all other proposals included in this proxy statement/prospectus by the Company’s
shareholders, (ii) receipt of all consents from all governmental authorities or third parties, (iii) the absence of
any order by any governmental authority which has the effect of making the transactions or agreements
contemplated by the merger agreement or the disposition agreement illegal or which otherwise prevents or
prohibits consummation of the transactions contemplated by the merger agreement, (iv) the absence of any
pending any claim, action, suit, proceeding, arbitration, mediation or investigation brought by a third-party non-
affiliate to enjoin or otherwise restrict the consummation of the merger or the disposition, (v) the registration
statement of which this proxy statement/prospectus forms a part shall have become effective under the
Securities Act and shall not be the subject of any stop order or proceedings seeking a stop order, (vi) the
registration statement on Form F-1 relating to a public offering of common shares of the Company shall have
become effective under the Securities Act and shall not be the subject of any stop order or proceedings seeking
a stop order; (vii) the approval for listing on NASDAQ), subject to official notice of issuance, of the common
shares to be issued in the merger, (viii) subject to certain materiality exceptions, the accuracy of certain
representations and warranties of each of the parties contained in the merger agreement and the compliance by
each party with the covenants contained in the merger agreement, (ix) the absence of a material adverse effect
with respect to each of the parties thereto, and (x) a public offering of our common shares for $30 million, or
such other amount necessary to meet NASDAQ’s initial listing requirements; shall have simultaneously closed
along with the merger, with the disposition closing immediately after the merger.

The disposition agreement contains the following closing conditions, (i) obtaining any requisite regulatory
approvals for the disposition, (ii) no law or order prohibiting or preventing consummation of the disposition;
(iii) no litigation to enjoin or otherwise restrict consummation of the disposition; (iv) our shareholder’s approval
of the disposition; (v) the consummation of the merger with Newegg; and (vi) the conversion of debt that
Lianluo Connection owes to the Company into additional paid-in capital of Lianluo Connection.

The required satisfaction (or waiver) of the foregoing conditions could delay the completion of the merger and
the disposition for a significant period of time or prevent it from occurring. Any delay in completing the merger
or the disposition could cause the Company not to realize some or all of the benefits that the parties expect the
Company to achieve. Further, there can be no assurance that the conditions to the closing of the merger or the
disposition will be satisfied or waived or that the merger will be completed.

Our shareholders may not realize a benefit from the merger commensurate with the ownership dilution they
will experience in connection with the merger. In addition, our shareholders’ ownership interests in the
Company may be further diluted as a result of the public offering.

If we are unable to realize the full strategic and financial benefits anticipated from the merger, our shareholders
will have experienced substantial dilution of their ownership interests in the Company without receiving any
commensurate benefit, or only receiving part of the commensurate benefit to the extent we are able to realize
only part of the strategic and financial benefits anticipated from the merger.

In addition, as a condition to the closing of the merger, the Company must consummate a public offering of our
common shares for $30 million, or such other amount necessary to meet NASDAQ’s initial listing requirements
simultaneously along with the merger. There can be no assurance as to what the per share offering price will be
in the public offering. As a result of the completion of the public offering, our existing shareholders’ ownership
interests in the Company will be further diluted.
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Certain of our director, executive officer and major shareholders have interests in the merger and disposition
that are different from, and may potentially conflict with, our interests and the interests of our unaffiliated
shareholders.

Certain of our director, executive officer and major shareholders have interests in the merger and disposition
that may be different from, or in addition to, the interests of our unaffiliated shareholders and that may create
potential conflicts of interest.

Mr. Zhitao He, who controls approximately 80.4% of our total voting power as of the record date through
Hangzhou Lianluo and its affiliate, Hyperfinite Galaxy Holding Limited, also serves on the board of Newegg
and beneficially owns approximately 61.3% of all issued and outstanding shares of Newegg. See additional
disclosures relating to the shares held by Mr. He under “Risk Factors — A majority of Newegg’s capital shares
are, and upon completion of the merger, a majority of our common shares will be, pledged as collateral to
support delinquent indebtedness of our parent company and could be sold to satisfy that indebtedness.”

Ms. Yingmei Yang, our Interim Chief Financial Officer and a director, also serves on the board of Newegg. In
addition, because the completion of the merger is contingent upon the disposition our medical device business,
Mr. Zhitao He and Ms. Yingmei Yang may also have interests in the disposition that may be different from, or in
addition to, the interests of our unaffiliated shareholders. Hangzhou Lianluo has indicated that one of the
reasons it would like to complete the merger is that it believes it is the best way for Newegg to become publicly
listed, which will provide it and other Newegg stockholders better liquidity for their Newegg investment. The
beneficial ownership of our major shareholders and directorship of our officer in Newegg may create additional
conflicts of interest in respect of the merger and disposition. See “Proposal I: The Merger — Interests of
Directors, Executive Officers and Major Shareholders in the Merger.”

Failure to complete the merger and disposition could negatively impact our business, financial condition,
results of operations or share price.

Completion of the merger and disposition is conditioned upon the satisfaction of certain closing conditions,
including those discussed above, and other closing conditions customary for a transaction of this size and type.
The required conditions to closing may not be satisfied in a timely manner, if at all. If the merger and
disposition are not consummated for these or any other reasons, we may be subject to a number of adverse
effects, including:

. we may be required under certain circumstances to pay Newegg a termination fee of $450,000;

. the price of our common shares may decline to the extent that the current market price reflects a
market assumption that the merger and disposition will be completed,

. our operations may continue to incur loss;

. we may have difficulty maintaining compliance with NASDAQ continued listing rules, and as a
result, be delisted from the NASDAQ Capital Market; and

. costs related to the merger and disposition, such as legal, accounting, financial advisory and printing
fees, must be paid even if the merger and disposition are not completed.

Furthermore, if the merger is not completed, there can be no assurance that we will be able to find another target
business on terms as favorable as those of the merger agreement.

Following the merger, our business may suffer as a result of the lack of public company operating
experience of new management.

Prior to the completion of the merger, Newegg has been a privately-held company. Newegg’s management will
become members of our management after the merger but have limited experience managing a publicly-traded
company and complying with reporting and other obligations under securities law. The new management may
not successfully manage Newegg’s transition into a public company which will be subject to significant
regulatory oversight, reporting obligations under the federal securities laws and the continuous scrutiny of
securities analysts and investors. These new responsibilities may require significant attention from management
and could divert their attention and resources from the management of our business, which could negatively
affect the new management’s ability to achieve the anticipated benefits of the merger.
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The transition to becoming the subsidiary of a public company will require changes in the way that Newegg
operates its business and incur additional expenses pertaining to SEC reporting obligations and SEC
compliance matters, and our disclosure controls and procedures may not prevent or detect all errors or acts
of fraud.

Private companies often have less regulated methods of operation than public companies. This results in less
transparency and presents greater risks of noncompliance with rules and regulations. In anticipation of the
proposed merger, Newegg’s management has begun to implement a variety of measures to ensure that the
company follows the rules applicable to public companies in the United States. To the extent these new
procedures and policies could not change historical behaviors that might be inconsistent with the rules
regulating U.S. public company, Newegg could be at risk of violation or poor reporting as a public company
following this transaction. In the event Newegg’s directors or executive officers inadvertently fail to identify,
review or disclose a new relationship or arrangement causing us to fail to properly disclose any related party
transaction or in the event that we fail to comply with SEC reporting and internal controls and procedures, we
may be subject to securities laws violations that may result in additional compliance costs or costs associated
with SEC judgments or fines, both of which will increase our costs and negatively affect our potential
profitability and our ability to conduct our business. The public reporting requirements and controls are new for
the management of the Company post-merger, and may require us to obtain outside assistance from legal,
accounting or other professionals that will increase our costs of doing business.

Newegg is not a publicly traded company, making it difficult to determine the fair market value of Newegg.

The outstanding capital stock of Newegg is privately held and is not traded on any public market, which makes
it difficult to determine the fair market value of Newegg. There can be no assurance that the merger
consideration to be issued to Newegg stockholders will not exceed the actual value of Newegg.

We may fail to uncover all liabilities of Newegg’s business through the due diligence process prior to the
merger, exposing us to potentially large, unanticipated costs.

Prior to completing the merger, we have and expect to continue to perform, certain due diligence reviews of
Newegg’s business. In view of timing and other considerations relevant to our successfully achieving the
closing of the merger, our due diligence reviews will necessarily be limited in nature and may not adequately
uncover all of the contingent or undisclosed liabilities we may incur as a consequence of the merger. Any such
liabilities could cause us potentially experience significant losses, which could materially adversely affect our
business, results of operations and financial condition.

We have incurred and expect to continue to incur substantial transaction-related costs in connection with the
merger and disposition.

We have incurred, and expect to continue to incur, a number of non-recurring transaction-related costs
associated with completing the merger and disposition. These fees and costs have been, and will continue to be,
substantial. Non-recurring transaction costs include, but are not limited to, fees paid to legal, financial and
accounting advisors, filing fees and printing costs. Additional unanticipated costs may be incurred, which may
be higher than expected and could have a material adverse effect on the new business’s financial condition and
operating results.

The market price of our common shares may decline as a result of the merger.

We could encounter larger than anticipated transaction-related costs, may fail to realize some or all of the
benefits anticipated from the merger or be subject to other factors that may adversely affect preliminary
estimates of the results of the merger. Any of these factors could delay the expected accretive effect of the
merger and contribute to a decrease in the price of our common shares. In addition, we are unable to predict the
potential effects of the issuance of common shares as the merger consideration on the trading activity and
market price of our common shares.

Our future results following the merger and disposition may differ materially from the unaudited pro forma
financial information included in this proxy statement/prospectus.

The unaudited pro forma financial information contained in this proxy statement/prospectus is presented for
purposes of presenting our historical consolidated financial statements with the historical financial statements of



Newegg, as adjusted to give effect to the merger and disposition, and is not necessarily indicative of the
financial condition or results of operations of the business following the merger and disposition. The
assumptions used
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in preparing the pro forma financial information may not prove to be accurate, and other factors may affect our
financial condition and results of operations following the merger and disposition. Any change in our financial
condition or results of operations may cause significant variations in the price of our common shares. See
“Unaudited Pro Forma Condensed Combined Financial Information” for more information.

NASDAQ may not list or continue to list our common shares on its exchange, which could prevent
consummation of the merger or limit investors’ ability to make transactions in our shares. Consequently, we
may be subject to additional trading restrictions.

It is a condition to closing the merger that our common shares continue to list on NASDAQ. The post-merger
entity will be required to meet the initial listing standards of NASDAQ. We may not be able to meet those initial
listing requirements. Even if our securities are so listed, we may be unable to maintain the listing of our
securities in the future. If we fail to meet the initial listing requirements, neither we nor Newegg would be
required to consummate the merger. In the event that we and Newegg elected to waive this condition, we and
our shareholders could face significant material adverse consequences, including:

. limited availability of market quotations for our securities;
. limited amount of news coverage for the Company; and
. decreased ability to issue additional securities or obtain additional financing in the future.

Newegg may not realize anticipated growth opportunities.

Newegg expects that it will realize growth opportunities and other financial and operating benefits as a result of
the merger; however, it cannot predict with certainty if or when these growth opportunities and benefits will
occur, or the extent to which they actually will be achieved. For example, the benefits from the merger may be
offset by costs incurred as a result of being a public company. See “Risks Relating to the Business of Newegg”
below for more discussion of the risks relating to Newegg following the merger.

Upon consummation of the merger, Mr. Zhitao He and Mr. Fred Chang will beneficially own approximately
60.91% and 35.98%, respectively, of the voting power of our issued and outstanding common shares, and
96.90%, collectively, of the voting power of our issued and outstanding common shares. They will exert
significant influence on our business and operations and may have a conflict of interest with our other
shareholders.

Upon the consummation of merger, Mr. Zhitao He and Mr. Fred Chang will own approximately 60.91% and
35.98%, respectively, of the voting power of our issued and outstanding common shares, and 96.90%,
collectively, based on the number of our common shares and Newegg stock outstanding as of April 9, 2021. See
additional disclosures relating to the shares held by Mr. He under “Risk Factors — A majority of Newegg’s
capital shares are, and upon completion of the merger, a majority of our common shares will be, pledged as
collateral to support delinquent indebtedness of our parent company and could be sold to satisfy that
indebtedness.” Additionally, Mr. Zhitao He and Mr. Fred Chang, both of whom will serve as our directors upon
closing, will be able to exercise substantial influence over our business and operations. They may also have a
conflict of interests with our other shareholders. Where those conflicts exist, our other shareholders will be
dependent upon Mr. He, Mr. Chang, and other directors exercising, in a manner fair to all of our shareholders,
their fiduciary duties. Also, Mr. He and Mr. Chang will have the ability to control the outcome of most
corporate actions requiring shareholder approval, including the sale of all or substantially all of our assets and
amendments to our Memorandum and Articles of Association. Moreover, such concentration of voting power
could have the effect of delaying, deterring, or preventing a change of control or other business combination,
which may, in turn, have an adverse effect on the market price of our shares or prevent our shareholders from
realizing a premium over the then-prevailing market price for their shares.

A majority of Newegg’s capital shares are, and upon completion of the merger, a majority of our common
shares will be, pledged as collateral to support delinquent indebtedness of our parent company and could be
sold to satisfy that indebtedness.

Digital Grid is the record owner of 38,143,279 shares of Newegg stock that will be converted into 222,821,593
of our common shares upon completion of the merger. This will represent approximately 60.5% of our
outstanding shares, based on our and Newegg’s capitalization on April 9, 2021. All of these shares have been
pledged by Digital
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Grid to BOC, as collateral to support working capital loans and letters of credit provided by BOC to Hangzhou
Lianluo. The loans have been guaranteed jointly and severally by Mr. Zhitao He (the controlling shareholder of
Hangzhou Lianluo) and Beijing Digital Grid Technology Co., Ltd. (a subsidiary of Hangzhou Lianluo and the
parent company of Digital Grid). The total amount owed under these loans is RMB400 million in RMB
denominated loans, plus $66.5 million in U.S. dollar loans, plus interest, fees and penalties on such amounts. In
May 2020, BOC filed several lawsuits against Hangzhou Lianluo, Digital Grid, Beijing Digital Grid Technology
Co., Ltd. and Mr. He in the Hangzhou Intermediate People’s Court in China alleging that Hangzhou Lianluo has
failed to repay the loans when due and is in breach of the loan agreements. This litigation is ongoing.

BOC could sell, or force Digital Grid to sell, some or all of its shares of Newegg and the Company at any time
while the BOC loan remains delinquent. Digital Grid could also choose to voluntarily sell some or all of its
shares at any time to satisfy the BOC loan. Any such sale or attempted sale could:

. Occur at a discount to our public trading price and over a short time period;
. Result in a change of control of the Company to the buyer of such shares; or
. Result in litigation over the ownership and title to those shares.
Each of these risks could cause our share price to fall significantly and is described further below.

Digital Grid’s Newegg stock certificates are physically in the possession of BOC. As a result, BOC could sell
those shares at any time. Any such sale could be done quickly and without regard for maximizing the sale price,
other than to enable BOC to recover the amount of indebtedness owed to it by Hangzhou Lianluo. In such a
case, the sale price would likely be significantly less than the public trading price of our shares, which would
likely cause our share price to fall significantly.

In addition, any transfer of those shares to a non-affiliate of Digital Grid would be subject to our amended and
restated shareholders agreement. The shareholders agreement gives a right of first refusal in favor of Newegg

(or, after the merger, the Company), and a right of second refusal in favor of the current Newegg stockholders
(which primarily includes Mr. Fred Chang), to purchase all shares being transferred.

Because Digital Grid will control approximately 60.5% of our outstanding shares, we expect that it will be the
controlling shareholder of our Company after completion of the merger. However, any sale of Digital Grid’s
shares by BOC or otherwise could result in a change of control of the Company. For example, if Newegg
repurchased 17,669,000 Newegg shares (or 103,216,997 of our shares) from Digital Grid under the right of first
refusal, then Mr. Fred Chang would become our controlling shareholder. As another example, if Mr. Chang
purchased 8,834,481 Newegg shares (or 51,608,385 of our shares) from Digital Grid under the right of second
refusal, then Mr. Chang would become our controlling shareholder. Even if the right of first refusal and second
refusal are not exercised, Digital Grid could still sell a controlling interest in the Company, and the buyer would
thereafter control the Company. Any such change in control could result in instability to our Company which
could cause our share price to fall.

In addition, the shareholders agreement may not be recognized or enforceable in China’s courts, because the
agreement is governed by the laws of Delaware currently and the laws of the British Virgin Islands after the
merger, and China courts generally do not recognize court decisions from those jurisdictions. As a result, BOC
or Digital Grid could try to sell some or all of Digital Grid’s shares without complying with those agreements.
Any such sale could result in significant litigation and uncertainty over the ownership of those shares, which
could cause our share price to fall.

Certain provisions of an Amended and Restated Shareholders Agreement may delay or prevent us from
raising funding in the future and may have an adverse impact on us and the liquidity and market price of our
common shares.

Prior to the merger, Newegg’s stockholders have entered into that a certain stockholders agreement, dated
March 30, 2017. In connection with the merger, we will assume that agreement and enter into an amended and
restated shareholders agreement with Digital Grid, Hangzhou Lianluo, entities affiliated with Mr. Fred Chang
and certain other stockholders of Newegg (which we collectively refer to as the principal shareholders).
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Under the amended and restated shareholders agreement, the principal shareholders will have pre-emptive rights
to acquire additional shares when the Company issues or sells additional securities in the future, except for the
“excluded issuance” as defined in the amended and restated shareholders agreement or common shares offered
pursuant to a registration statement filed with the SEC.

In addition, the Company and the principal shareholders will have rights of first refusal, subject to compliance
with applicable laws and NASDAQ’s rules, over transfers of our common shares by the principal shareholders.
If any principal shareholder receives a bona fide offer from any person other than its affiliate to acquire any of
the principal shareholders’ common shares, then the Company will have a right of first refusal, but not the
obligation, to elect to purchase all (and not less than all) of such shares, at the same price, and on the same
terms and conditions offered by the purchaser. In the event the Company does not decide to purchase all such
shares, then each of the principal shareholders other than the selling principal shareholder shall have a right of
first refusal to elect to purchase all (and not less than all) of its pro rata share (as defined in the amended and
restated shareholders agreement) of such shares on the same terms and conditions offered by the purchaser. In
the event that such shares are in exchange for non-cash consideration, then such right of first refusal shall be
exercisable based on the fair market value determined in good faith by the board of such non-cash
consideration.

Such right of first refusal and pre-emptive rights may delay or prevent us from raising funding in the future and
may have an adverse impact on the liquidity and market price of our common shares.

The amended and restated memorandum and articles of association to be adopted at the special meeting
provide certain rights to certain shareholders, which will limit your ability to influence corporate matters and
could discourage others from pursuing any change of control transactions that minority holders of common
shares may view as beneficial.

Upon completion of the merger, our board of directors will consist of up to seven directors. Initially, four of the
directors shall be appointed by Digital Grid, which, together with its affiliates, will control approximately
60.91% of our total voting power upon completion of the merger, and three of the directors shall be appointed
by Mr. Fred Chang, acting on behalf of current Newegg stockholders other than Digital Grid, who collectively
will own approximately 38.16% of our total voting power upon completion of the merger. See additional
disclosures relating to the shares held by Mr. He under “Risk Factors — A majority of Newegg’s capital shares
are, and upon completion of the merger, a majority of our common shares will be, pledged as collateral to
support delinquent indebtedness of our parent company and could be sold to satisfy that indebtedness.” The
number of directors that Digital Grid and Mr. Chang are entitled to appoint will decrease proportionately with
the decrease of the respective voting power of Digital Grid and the other stockholders of Newegg. Any director
positions which neither Digital Grid nor Mr. Chang is entitled to appoint shall be appointed by the remaining
directors, or by any other means allowed under our amended and restated memorandum and articles of
association.

Upon completion of the merger, you will have no right to appoint or elect any director to our board. The
amended and restated memorandum and articles of association to be adopted at the special meeting will limit
your ability to appoint or elect persons for service on our board of directors and may discourage proxy contests
for the election of directors and purchases of substantial blocks of shares by making it more difficult for a
potential acquirer to gain control of our board of directors. See “Proposal VII: Charter Amendment — Purpose
and Effect of Charter Amendment” for more information.

There can be no assurances that Newegg stockholders will not be required to recognize gain for U.S. federal
income tax purposes upon the exchange of Newegg stock for common shares of the Company stock in the
merger.

The Company and Newegg have structured the merger with the intent that it will qualify as a tax-free
“reorganization” within the meaning of Section 368(a) of the Code, specifically as a non-taxable “reverse
subsidiary merger” under Section 368(a)(2)(E) of the Code. However, the qualification of the merger as a tax-
free reorganization depends on compliance with numerous technical requirements. The Company and Newegg
have not sought and will not seek any ruling from the IRS regarding any matter affecting the merger or any of
the United States federal income tax consequences discussed herein, and have not sought and will not seek any
tax opinion from their respective legal counsel regarding the qualification of the merger as a tax-free
“reorganization” within the meaning of Section 368(a) of the Code. Thus, there can be no assurance that the IRS
will ultimately conclude that the merger does meet all of the requirements for qualification as a “reorganization”
within the meaning
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of Section 368(a) of the Code and otherwise as a tax-free transaction, and there can be no assurance that any of
the other statements made herein would not be challenged by the IRS and, if so challenged, would be sustained
upon review in a court. A successful challenge by the IRS could result in taxable income to Newegg and its
stockholders.

Risks Related to the Business of the Company
Risks Relating to Our Business

The outbreak of coronavirus may have a material adverse effect on our business and the trading price of our
common shares.

Our business has been adversely affected by the outbreak of coronavirus, or COVID-19. The World Health
Organization labelled the COVID-19 outbreak a pandemic on March 11, 2020, after the disease spread globally.
Given the high public health risks associated with the disease, governments around the world have imposed
various degrees of travel and gathering restrictions and other quarantine measures. Businesses in China have
scaled back or suspended operations since the outbreak in December 2019. The COVID-19 outbreak is
currently having an indeterminable adverse impact on the global economy.

All of our operating subsidiaries are located in China. Substantially all of our employees and all of our
customers and suppliers are located in China. From January to February 2020, our service revenue plunged, as
the number of patient users decreased sharply; and our revenue from the sale of products also dropped, because
our distributors and sales personnel were trapped at home and our contract manufacturers shut down production
during this period. Constrained by the epidemic, management and employees have been working from home to
mitigate the impacts of operation disruptions caused by COVID-19. As of the date of this proxy
statement/prospectus, we have resumed operations but at below normal levels. Medical check-up centers and
hospitals in China that we have business relationships with have partially resumed operations since March 2020,
including the medical check-up centers in Wuhan that focus on physical examinations. In addition, while our
supply chains currently are not affected, it is unknown whether or how they may be affected if the pandemic
persists for an extended period. Although the COVID-19 pandemic has a relatively limited adverse impact on
our operating results for the fiscal year of 2020 as compared with the fiscal year of 2019, it may materially
adversely impact our future results of operations, depending on COVID-19’s further developments and actions
taken to contain it.

In addition, fears of the economic impacts of COVID-19 have sparked share prices to fluctuate significantly
recently. The volatility of share prices and across-the-market selloff may depress our share price, and moreover,
adversely affect our ability to obtain equity or debt financings from the financial market.

Given the uncertainty of the outbreak, the spread of COVID-19 may be prolonged and worsened, and we may
be forced to further scale back or even suspend our operations. As COVID-19 spreads outside China, the global
economy is suffering a noticeable slowdown. If this outbreak persists, commercial activities throughout the
world could be curtailed with decreased consumer spending, business operation disruptions, interrupted supply
chain, difficulties in travel, and reduced workforces. The duration and intensity of disruptions resulting from
COVID-19 outbreak is uncertain. It is unclear as to when the outbreak will be contained, and we also cannot
predict if the impact will be short-lived or long-lasting. The extent to which outbreak impacts our financial
results will depend on its future developments. If the outbreak of COVID-19 is not effectively controlled in a
short period of time, our business operation and financial condition may be materially and adversely affected as
a result of any slowdown in economic growth, operation disruptions or other factors that we cannot predict.

Our business is seasonal and revenues and operating results could fall below investor expectations during
certain periods, which could cause the trading price of our common shares to decline.

Our revenues and operating results have fluctuated in the past and may continue to fluctuate significantly
depending upon numerous factors. In particular, we generally experience an increase in revenues in the period
from March through May, and September through December. The increase in the fourth quarter is associated
with hospital purchasing designed to extinguish governmental budgets prior to the fiscal year end. We believe
that our first quarter performance will generally decline as a result of the lack of business conducted during the
Chinese Lunar New Year holiday. To the extent our financial performance fluctuates significantly, investors
may lose confidence in our business and the price of our common shares could decrease.

36




Table of Contents

We may fail to effectively develop and commercialize new products and services, which could materially and
adversely affect our business, financial condition, results of operations and prospects.

The sleep respiratory market is developing rapidly, and related technology trends are constantly evolving. This
results in the frequent introduction of new products and services, short product life cycles and significant price
competition. Consequently, our future success depends on our ability to anticipate technology development
trends and identify, develop and commercialize in a timely and cost-effective manner the new and advanced
products that our customers demand. Moreover, it may take an extended period of time for our new products to
gain market acceptance, if at all. Furthermore, as the life cycle for a product matures, the average selling price
generally decreases. In the future, we may be unable to offset the effect of declining average sales prices
through increased sales volume and controlling product costs. Lastly, during a product’s life cycle, problems
may arise regarding regulatory, intellectual property, product liability or other issues that may affect the
product’s continued commercial viability.

New sleep respiratory disorder related technology and relevant regulation could materially affect provision of
our OSAS service to hospitals and medical centers. Development of our OSAS service business depends on our
ability to decrease OSAS service-related device production cost and the relationship with hospital and medical
center. It may take an extended period of time for us to decrease the cost of our new devices and to market our
new devices. We may be unable to provide service to sufficient hospitals and medical centers, which could
adversely affect our financial condition and results of operations and prospects.

We sell our products primarily to distributors, and our technical services are provided to hospitals and check-
up centers; our ability to add distributors, hospitals and check-up centers will impact our revenue growth.
Failure to maintain or expand our distribution network and network of hospitals and check-up centers would
materially and adversely affect our business.

We depend on sales to distributors for a significant majority of our product revenues. Our distributors purchase
all products ordered regardless of whether the products are ultimately sold. Products are not purchased by
distributors on consignment, and distributors have no right to return unsold products. As our existing distributor
agreements expire, we may be unable to renew such agreements on favorable terms or at all, and we do not
own, employ or control these independent distributors. Furthermore, we actively manage our distribution
network and regularly review the performance of each distributor. We may terminate agreements with
distributors, without penalty, if we are not satisfied with their performance for any reason. We periodically
terminate relationships with underperforming exclusive distributors. Our distributors may also terminate their
relationship with us without penalty. When an exclusive distributor in a particular geographic area fails to meet
our expectations, then we are economically incentivized to replace that distributor with a new distributor so that
area can be served as well as possible. We occasionally terminate a relationship with a non-exclusive distributor
and are more likely to simply appoint another one; however, we have found that in some instances we are better
served to replace an underperforming non-exclusive distributor with an exclusive distributor. Additionally, we
have found that even in cases where there may not be an economic incentive to terminate a non-exclusive
distributor, having the ability to replace a distributor often motivates distributors to increase their efforts to meet
our expectations. This policy may make us less attractive to some distributors. In addition, we compete for
distributors with other medical device companies who may enter into long-term distribution agreements,
effectively preventing many distributors from selling our products. As a result, a significant amount of time and
resources must be devoted to maintaining and growing our distribution network.

In the OSAS sector, starting from fiscal 2018 we provide technical services in relation to detection and analysis
of OSAS. We focused on the promotion of sleep respiratory solutions and service in public hospitals. Our
wearable sleep diagnostic products and cloud-based services are also available in the medical centers of private
preventive healthcare companies in China. We sign service agreements with public hospitals usually for a
period of 1 to 3 years, and check-up centers usually for a period of one year or less, with the aim of provision of
wearable sleep diagnostic products and cloud-based services and we charge a fixed technical service fee on a
per user basis when our OSAS diagnostic services are provided to the user at medical centers and public
hospitals. Our service revenue is dependent on the number of OSAS tests performed by each hospital/check-up
center. The provision of these OSAS diagnosis services is still in its early stage and we may be required to
invest more marketing efforts in order to build up and consolidate our partnership with hospitals and physical
examination centers in China. We may terminate relationships with underperforming hospital/check-up center.
The hospital/check-up may also terminate their relationship with us without penalty, and they may not renew
their service agreement with us upon expiration.
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Although we do not own or control our distributors, the actions of these distributors may affect our business
operations or our reputation in the marketplace.

Our distributors are independent from us, and as such, our ability to effectively manage their activities is
limited. Distributors could take any number of actions that could have material adverse effects on our business.
If we fail to adequately manage our distribution network or if distributors do not comply with our distribution
agreements, our corporate image could be tarnished among end users, disrupting our sales. Furthermore, we
could be liable for actions taken by our distributors, including any violations of applicable law in connection
with the marketing or sale of our products, including China’s anti-corruption laws. The PRC government has
increased its anti-bribery efforts in the healthcare sector in recent years to reduce improper payments received
by hospital administrators and doctors in connection with the purchase of pharmaceutical products and medical
devices. Our distributors may violate these laws or otherwise engage in illegal practices with respect to their
sales or marketing of our products. If our distributors violate these laws, we could be required to pay damages
or fines, which could materially and adversely affect our financial condition and results of operations. In
addition, our brand and reputation, our sales activities or the price of our shares could be adversely affected if
we become the target of any negative publicity as a result of actions taken by our distributors.

We are highly dependent on our key personnel such as key executives.

We are highly dependent on the continued service of our key executives, including our Chief Executive Officer,
Mr. Bin Lin, and other key personnel. We have entered into standard three-year employment contracts, or where
required by law, open-term employment contracts, with all of our officers and managers and other key
personnel, and three-year employment contracts, or where required by law, open-term employment contracts
with our other employees. These contracts prohibit our employees from engaging in any conduct or activity that
would be competitive with our business during the term of their employment. Loss of any of our key personnel
could severely disrupt our business. We may not be able to find suitable or qualified replacements and will
likely incur additional expenses in order to recruit and train any new personnel.

If we fail to accurately project demand for our products, we may encounter problems of inadequate supply or
oversupply, which would materially and adversely affect our financial condition and results of operations, as
well as damage our reputation and brand.

Our distributors typically order our products on a purchase order basis. We project demand for our products
based on rolling projections from our distributors, our understanding of anticipated hospital procurement
spending, and distributor inventory levels. The varying sales and purchasing cycles of our distributors and other
customers, however, makes it difficult for us to forecast future demand accurately.

If we overestimate demand, we may purchase more unassembled parts or components for our branded products
than we require. If we underestimate demand, our third-party suppliers may have inadequate supply of parts or
product component inventories, which would delay shipments of our branded products, and could result in lost
sales. In particular, we are seeking to reduce our procurement and inventory costs by matching our inventory
closely with our projected product needs and by, from time to time, deferring our purchase of components in
anticipation of supplier price reductions. As we seek to balance reduced inventory costs, we may fail to
accurately forecast demand and coordinate our procurement to meet demand on a timely basis. Our inability to
accurately predict our demand and to timely meet our demand could materially and adversely affect our
financial conditions and results of operations as well as damage our reputation and corporate brand.

We generate a significant portion of our revenues from a small number of products, and a reduction in
demand for any of these products could materially and adversely affect our financial condition and results of
operations.

We derive a substantial percentage of our revenues from a small number of products. We expect that a small
number of our key products will continue to account for a significant portion of our net revenues for the
foreseeable future. As a result, continued market acceptance and popularity of these products is critical to our
success, and a reduction in demand due to, among other factors, the introduction of competing products by our
competitors, the entry of new competitors, or end-users’ dissatisfaction with the quality of these products could
materially and adversely affect our financial condition and results of operations.
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If we fail to protect our intellectual property rights, it could harm our business and competitive position.

We rely on a combination of patent, copyright, trademark and trade secret laws and non-disclosure agreements
and other methods to protect our intellectual property rights. The process of seeking patent protection can be
lengthy and expensive and our existing and future patents may be insufficient to provide us with meaningful
protection or commercial advantage. Our patents may also be challenged, invalidated or circumvented.

We also rely on trade secret rights to protect our business through non-disclosure provisions in employment
agreements with employees. If our employees breach their non-disclosure obligations, we may not have
adequate remedies in China, and our trade secrets may become known to our competitors.

Intellectual property rights and confidentiality protections in China may not be as effective as in the

United States or other western countries. Furthermore, policing unauthorized use of proprietary technology is
difficult and expensive, and we may need to resort to litigation to enforce or defend patents issued to us or to
determine the enforceability, scope and validity of our proprietary rights or those of others. Such litigation and
an adverse determination in any such litigation, if any, could result in substantial costs and diversion of
resources and management attention, which could harm our business and competitive position.

We may be exposed to intellectual property infringement and other claims by third parties which, if
successful, could disrupt our business and have a material adverse effect on our financial condition and
results of operations.

Our success depends, in large part, on our ability to use and develop our technology and know-how without
infringing third party intellectual property rights. If we sell our branded products internationally, and as
litigation becomes more common in China, we face a higher risk of being the subject of claims for intellectual
property infringement, invalidity or indemnification relating to other parties’ proprietary rights. Our current or
potential competitors, many of which have substantial resources and have made substantial investments in
competing technologies, may have or may obtain patents that will prevent, limit or interfere with our ability to
make, use or sell our branded products in either China or other countries, including the United States and other
countries in Asia. The validity and scope of claims relating to medical device technology patents involve
complex scientific, legal and factual questions and analysis and, as a result, may be highly uncertain. In
addition, the defense of intellectual property suits, including patent infringement suits, and related legal and
administrative proceedings can be both costly and time consuming and may significantly divert the efforts and
resources of our technical and management personnel. Furthermore, an adverse determination in any such
litigation or proceedings to which we may become a party could cause us to:

. pay damage awards;
. seek licenses from third parties;
. pay ongoing royalties;

. redesign our branded products; or
. be restricted by injunctions.

Each of the foregoing could effectively prevent us from pursuing some or all of our business and result in our
customers or potential customers deferring or limiting their purchase or use of our branded products, which
could have a material adverse effect on our financial condition and results of operations.

We are subject to product liability exposure and currently do not have insurance coverage for product-related
liabilities. Any product liability claims or potential safety-related regulatory actions could damage our
reputation and materially and adversely affect our business, financial condition and results of operations.

The medical devices we assemble and sell can expose us to potential product liability claims if the use of these
products causes or is alleged to have caused personal injuries or other adverse effects. Any product liability
claim or regulatory action could be costly and time-consuming to defend. If successful, product liability claims
may require us to pay substantial damages. We do not maintain product liability insurance to cover potential
product liability arising from the use of our branded products because product liability insurance available in
China offers only limited coverage compared to coverage offered in many other countries. A product liability
claim or potential
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safety-related regulatory action, with or without merit, could result in significant negative publicity and could
materially and adversely affect the marketability of our branded products and our reputation, as well as our
business, financial condition and results of operations.

Moreover, a material design, manufacturing or quality failure or defect in our branded products, other safety
issues or heightened regulatory scrutiny could each warrant a product recall by us and result in increased
product liability claims. Also, if these products are deemed by the authorities in China where we currently sell
our branded products to fail to conform to product quality and safety requirements, we could be subject to
regulatory action. In China, violation of PRC product quality and safety requirements may subject us to
confiscation of related earnings, penalties, an order to cease sales of the violating product, or to cease operations
pending rectification. Furthermore, if the violation is determined to be serious, our business license to assemble
or sell violating and other products could be suspended or revoked.

We may need additional capital in the future, and we may be unable to obtain such capital in a timely
manner or on acceptable terms, if at all.

In order for us to grow, remain competitive, develop new products, and expand our distribution network, we
may require additional capital in the future. Our ability to obtain additional capital in the future 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 medical device manufacturers and other
related companies; and

. economic, political and other conditions in China and elsewhere.

We may be unable to obtain additional capital in a timely manner or on acceptable terms or at all. Furthermore,
the terms and amount of any additional capital raised through issuances of equity securities may result in
significant shareholder dilution.

If our security measures are breached or fail, and unauthorized access to a client’s data is obtained, our
services may be perceived as not being secure, clients may curtail or stop using our services, and we may
incur significant liabilities.

Our products and services involve the web-based storage and transmission of clients’ proprietary information
and protected health information of patients. Because of the sensitivity of this information, security features of
our software are very important. From time to time we may detect vulnerabilities in our systems, which, even if
they do not result in a security breach, may reduce customer confidence and require substantial resources to
address. If our security measures are breached or fail as a result of third-party action, employee error,
malfeasance, insufficiency, defective design, or otherwise, someone may be able to obtain unauthorized access
to client or patient data. As a result, our reputation could be damaged, our business may suffer, and we could
face damages for contract breach, penalties for violation of applicable laws or regulations, and significant costs
for remediation and efforts to prevent future occurrences. We rely upon our clients as users of our system for
key activities to promote security of the system and the data within it, such as administration of client-side
access credentialing and control of client-side display of data. On occasion, our clients have failed to perform
these activities. Failure of clients to perform these activities may result in claims against us that this reliance
was misplaced, which could expose us to significant expense and harm to our reputation. Because techniques
used to obtain unauthorized access or to sabotage systems change frequently and generally are not recognized
until launched against a target, we may be unable to anticipate these techniques or to implement adequate
preventive measures. If an actual or perceived breach of our security occurs, the market perception of the
effectiveness of our security measures could be harmed and we could lose sales and clients. In addition, our
clients may authorize or enable third parties to access their client data or the data of their patients on our
systems. Because we do not control such access, we cannot ensure the complete propriety of that access or
integrity or security of such data in our systems.

If our services fail to provide accurate and timely information, or if our content or any other element of any
of our services is associated with faulty clinical decisions or treatment, we could have liability to clients,
clinicians, or patients, which could adversely affect our results of operations.

Our products, software, content, and services are used to assist clinical decision-making and provide
information about treatment plans. If our products, software, content, or services fail to provide accurate and



timely information
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or are associated with faulty clinical decisions or treatment, then clients, clinicians, or their patients could assert
claims against us that could result in substantial costs to us, harm our reputation in the industry, and cause
demand for our services to decline.

The assertion of such claims and ensuing litigation, regardless of its outcome, could result in substantial cost to
us, divert management’s attention from operations, damage our reputation, and decrease market acceptance of
our products and services. We attempt to limit by contract our liability for damages and to require that our
clients assume responsibility for medical care and approve key system rules, protocols, and data. Despite these
precautions, the allocations of responsibility and limitations of liability set forth in our contracts may not be
enforceable, be binding upon patients, or otherwise protect us from liability for damages.

Our proprietary software may contain errors or failures that are not detected until after the software is
introduced or updates and new versions are released. It is challenging for us to test our software for all potential
problems because it is difficult to simulate the wide variety of computing environments or treatment
methodologies that our clients may deploy or rely upon. From time to time we have discovered defects or errors
in our software, and such defects or errors can be expected to appear in the future. Defects and errors that are
not timely detected and remedied could expose us to risk of liability to clients, clinicians, and patients and cause
delays in introduction of new services, result in increased costs and diversion of development resources, require
design modifications, or decrease market acceptance or client satisfaction with our services.

We rely on Internet infrastructure, bandwidth providers, other third parties, and our own systems for
providing services to our users, and any failure or interruption in the services provided by these third parties
or our own systems could expose us to litigation and negatively impact our relationships with users, adversely
affecting our brand and our business.

Our ability to deliver our Internet and telecommunications-based services is dependent on the development and
maintenance of the infrastructure of the Internet and other telecommunications services by third parties.

This includes maintenance of a reliable network backbone with the necessary speed, data capacity, and security
for providing reliable Internet access and services. Our services are designed to operate without interruption in
accordance with our service level commitments. However, we have experienced and expect that we will
experience interruptions and delays in services and availability from time to time. We rely on internal systems
as well as third-party vendors, including data center, bandwidth, and telecommunications equipment providers,
to provide our services. We do not maintain redundant systems or facilities for some of these services. In the
event of a catastrophic event with respect to one or more of these systems or facilities, we may experience an
extended period of system unavailability, which could negatively impact our relationship with users. Any
disruption in the network access, telecommunications, or co- location services provided by these third-party
providers or any failure of or by these third-party providers or our own systems to handle current or higher
volume of use could significantly harm our business. We exercise limited control over these third-party vendors,
which increases our vulnerability to problems with services they provide.

Any errors, failures, interruptions, or delays experienced in connection with these third-party technologies and
information services or our own systems could negatively impact our relationships with users and adversely
affect our business and could expose us to third-party liabilities. The reliability and performance of the Internet
may be harmed by increased usage or by denial-of-service attacks. The Internet has experienced a variety of
outages and other delays as a result of damages to portions of its infrastructure, and it could face outages and
delays in the future. These outages and delays could reduce the level of Internet usage as well as the availability
of the Internet to us for delivery of our Internet-based services.

If we are unable to keep up with the rapid technological changes of the internet industry, our business may

suffer.

The internet industry is experiencing rapid technological changes. The future success of our cloud-based
services will depend on our ability to anticipate, adapt and support new technologies and industry standards. If
we fail to anticipate and adapt to these and other technological changes, our market share, profitability and share
price could suffer.

Our internal control over financial reporting is not effective and has material weaknesses.

We are subject to the reporting obligations under the U.S. securities laws. The SEC, as required under

Section 404 of the Sarbanes-Oxley Act of 2002, or Section 404, has adopted rules requiring public companies to
include a report of management on the effectiveness of such companies’ internal control over financial reporting
in their respective
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annual reports. This proxy statement/prospectus does not include an attestation report of our registered public
accounting firm regarding internal control over financial reporting because we are currently a non-accelerated
filer and therefore not required to obtain such report.

Our management has concluded that under the rules of Section 404, our internal control over financial reporting
was not effective as of December 31, 2020. A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of our
financial statements will not be prevented, or detected and corrected on a timely basis. The material weakness
we identified is insufficient qualified accounting personnel with appropriate understanding of U.S. GAAP and
SEC reporting requirements commensurate with our financial reporting requirements. Also, as a small company,
we do not have sufficient internal control personnel to set up adequate review functions at each reporting level.

We are in the process of implementing measures to resolve the material weakness and improve our internal and
disclosure controls. However, we may not be able to successfully implement the remedial measures. The
implementation of our remedial initiatives may not fully address the material weakness in our internal control
over financial reporting. In addition, the process of designing and implementing an effective financial reporting
system is a continuous effort that requires us to anticipate and react to changes in our business and economic
and regulatory environments and to expend significant resources to maintain a financial reporting system that is
adequate in satisfying our reporting obligations.

As a result, our business and financial condition, results of operations and prospects, as well as the trading price
of our common shares may be materially and adversely affected. Ineffective internal control over financial
reporting could also expose us to increased risk of fraud or misuse of corporate assets, which in turn, could
subject us to potential delisting from the NASDAQ Capital Market on which our common shares are listed,
regulatory investigations or civil or criminal sanctions.

Our directors, officers and we may be involved in investigations or other forms of regulatory or governmental
inquiry which may cause reputational harm to the Company, result in additional expenses, and distract our
management from our day-to-day operations.

From time to time, our directors, officers and we may be involved in investigations or other forms of regulatory
or governmental inquiry covering a range of possible issues including but not limited to securities laws
compliance. These inquiries or investigations could lead to administrative, civil or criminal proceedings
involving us and could result in fines, penalties, restitution, other types of sanctions, or the need for us to
undertake remedial actions, or to alter our business, financial or accounting practices. Our practice is to
cooperate fully with regulatory and governmental inquiries and investigations.

For example, on August 6, 2020, Hangzhou Lianluo and Mr. Zhitao He received an investigation notice from
China Securities Regulatory Commission, or CSRC, for alleged violation of laws and regulations regarding
information disclosures of Hangzhou Lianluo. Hangzhou Lianluo is a PRC company with shares listed on
Shenzhen Stock Exchange. Mr. He is the Chairman and Chief Executive Officer of Hangzhou Lianluo.
Hangzhou Lianluo is also the largest shareholder of the Company and Newegg, and Mr. He was the former
Chairman and the former Chief Executive Officer of the Company and will be appointed as the chairman of the
board of the Company upon completion of the merger. Hangzhou Lianluo announced this investigation on
August 7, 2020 and stated that it will fully cooperate with CSRC in the investigation. As the investigation is still
at a relatively early stage, the Company is currently unable to assess the likely outcomes of such proceedings.
On October 19, 2020, Hangzhou Lianluo announced that it has received a notice of administrative punishment
from Zhejiang Regulatory Bureau of CSRC, which provides, among other things, that (i) Hangzhou Lianluo is
receiving a warning and required to correct its unlawful acts and pay a fine of RMB 300,000, and (ii) Mr. Zhitao
He is receiving a warning and required to pay a fine of RMB 400,000. The unfavorable ultimate outcome
regarding this investigation could cause reputational harm to us.

Legal proceedings, inquiries and regulatory investigations are often unpredictable, and it is possible that the
ultimate resolution of any such matters, if unfavorable, may be material to the results of operations in any future
period, depending, in part, upon the size of the loss or liability imposed and the operating results for the period,
and could have a material adverse effect on our business. In addition, regardless of the ultimate outcome of any
such legal
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proceeding, inquiry or investigation, any such matter could cause us to incur additional expenses, which could
be significant, and possibly material, to our results of operations in any future period. Any of these factors may
result in large and sudden changes in the volume and price at which our common shares will trade.

In the past, shareholders of a public company often brought securities class action suits against the company
following periods of instability in the market price of that company’s securities. If we were involved in a

class action suit, it could divert a significant amount of our management’s attention and other resources from
our business and operations, which could harm our results of operations and require us to incur significant
expenses to defend the suit. Any such class action suit, whether or not successful, could harm our reputation and
restrict our ability to raise capital in the future. In addition, if a claim is successfully made against us, we may
be required to pay significant damages, which could have a material adverse effect on our financial condition
and results of operations.

Risks Relating to Doing Business in China

Adverse changes in economic and political policies of the PRC government could have a material adverse
effect on the overall economic growth of China, which could adversely affect our business.

Substantially all of our business operations are conducted in China. Accordingly, our results of operations,
financial condition and prospects are subject to economic, political and legal developments in China. China’s
economy differs from the economies of most developed countries in many respects, with respect to the amount
of government involvement, level of development, growth rate, control of foreign exchange, and allocation of
resources.

While the PRC economy has grown more rapidly in the past 30 years than the world economy as a whole,
growth has been uneven across different regions and among various economic sectors of China. The PRC
government has implemented various measures to encourage economic development and guide the allocation of
resources. Some of these measures benefit the overall PRC economy, but may also have a negative effect on us.
For example, our financial condition and results of operations may be adversely affected by government control
over capital investments or changes in tax regulations that are applicable to us. Stimulus measures designed to
boost the Chinese economy may contribute to higher inflation, which could adversely affect our results of
operations and financial condition. In addition, since 2012, growth of the Chinese economy has slowed down.
We cannot assure you that Chinese economy will continue to grow, or that if there is growth, such growth will
be steady and uniform, or that if there is a slowdown, such slowdown will not have a negative effect on our
business and results of operations.

We do not have business interruption, litigation or natural disaster insurance.

The insurance industry in China is still at an early stage of development. In particular, PRC insurance
companies offer limited insurance products. As a result, we do not have any business liability or disruption
insurance coverage for our operations in China. Any business interruption, litigation or natural disaster may
result in our business incurring substantial costs and the diversion of resources.

Currently, there are no specific laws or regulations applicable to wearable medical products in China, which
are instead subject to general laws applicable to medical products. If there are applicable government
regulations in the future, it may create risks and challenges with respect to our compliance efforts and our
business strategies.

The health care industry is highly regulated and is subject to changing political, legislative, regulatory, and other
influences. Existing and new laws and regulations affecting the health care industry could create unexpected
liabilities for us, cause us to incur additional costs, and restrict our operations. Many health care laws are
complex, and their application to specific services and relationships may not be clear. In particular, many
existing health care laws and regulations, when enacted, did not anticipate the wearable medical products and
services that we provide, and these laws and regulations may be applied to our business in ways that we do not
anticipate. Our failure to accurately anticipate the application of these laws and regulations, or our other failure
to comply, could create liability for us, result in adverse publicity, and negatively affect our business.

Restrictions on currency exchange may limit our ability to receive and use our income effectively.

Lianluo Connection, our directly wholly-owned PRC subsidiary, is a foreign invested enterprise, or FIE, under
PRC laws, and substantially all of our sales are settled in RMB. Any future restrictions on currency exchanges



may limit our ability to use revenue generated in RMB to fund any future business activities outside of China or
to make
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dividend or other payments in U.S. dollars. Although the conversion of RMB into foreign currency for current
account transactions, such as interest payments, profit distributions, and trade or service related transactions,
can be made without prior governmental approval, significant restrictions still remain, including primarily the
restriction that FIEs may only buy, sell, or remit foreign currencies after providing valid commercial documents
to certain banks in China authorized to conduct foreign exchange business. In addition, conversion of RMB for
capital account items, including direct investment and loans, are subject to governmental approval in China, and
requires companies to open and maintain separate foreign exchange accounts for capital account items. We
cannot be certain that the Chinese regulatory authorities will not impose more stringent restrictions on the
convertibility of the RMB.

Uncertainties with respect to the PRC legal system could limit the legal protections available to you and us.

We conduct substantially all of our business through our operating subsidiary, Lianluo Connection in the PRC.
Lianluo Connection is generally subject to laws and regulations applicable to foreign investments in China and,
in particular, laws applicable to FIEs. The PRC legal system is based on written statutes, and prior court
decisions may be cited for reference but have limited precedential value. Since 1979, a series of new PRC laws
and regulations have significantly enhanced the protections afforded to various forms of foreign investments in
China. However, since the PRC legal system continues to evolve rapidly, the interpretations of many laws,
regulations, and rules are not always uniform, and enforcement of these laws, regulations, and rules involve
uncertainties, which may limit legal protections available to you and us. In addition, any litigation in China may
be protracted and result in substantial costs and diversion of resources and management attention. Furthermore,
all of our executive officers and directors are residents of China and not of the United States, and substantially
all the assets of these persons are located outside the United States. As a result, it could be difficult for investors
to effect service of process in the United States or to enforce a judgment obtained in the United States against
our Chinese operations and subsidiaries.

You may have difficulty enforcing judgments against us.

Most of our assets are located outside of the United States and all of our current operations are conducted in the
PRC. In addition, all of our directors and officers are nationals and residents of countries other than the

United States. A substantial portion of the assets of these persons is located outside the United States. As a
result, it may be difficult for you to effect service of process within the United States upon these persons. It may
also be difficult for you to enforce U.S. courts’ judgments entered pursuant to the civil liability provisions of the
U.S. federal securities laws against us, or our officers and directors most of whom are not residents of the
United States and the substantial majority of whose assets are located outside of the United States. In addition,
there is uncertainty as to whether the courts of the PRC would recognize or enforce judgments of U.S. courts.
The recognition and enforcement of foreign judgments are provided for in the PRC Civil Procedures Law.
Courts in China may recognize and enforce foreign judgments in accordance with the requirements of the PRC
Civil Procedures Law based on treaties between China and the country where the judgment is made or on
reciprocity between jurisdictions. China does not have any treaties or other arrangements with the United States
or the BVI that provide for the reciprocal recognition and enforcement of judgments. In addition, according to
the PRC Civil Procedures Law, courts in the PRC will not enforce a foreign judgment, if they decide that the
judgment violates basic principles of PRC law, sovereignty, national security, or public interest. It is uncertain
whether a PRC court would enforce a judgment rendered by a court in the United States against us or our
officers and directors.

The PRC government exerts substantial influence over the manner in which business activities are
conducted.

The PRC government has exercised and continues to exercise substantial control over virtually every sector of
the Chinese economy through regulations and state ownership. Our ability to operate in China may be harmed
by changes in Chinese laws and regulations, including those relating to taxation, product liability, healthcare,
labor, property, privacy and other matters. We believe that our operations in China comply with, in material
aspects, with all applicable legal and regulatory requirements. However, the central or local governments of
China may impose new, stricter regulations or interpretations of existing regulations that would require
additional expenditures and efforts on our part to ensure our compliance with such regulations or
interpretations.

Fluctuations in exchange rates could adversely affect our business and the value of our securities.



The value of our common shares will be indirectly affected by the foreign exchange rate between the U.S. dollar
and RMB. Appreciation or depreciation in the value of RMB relative to the U.S. dollar would affect our
financial
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results reported in U.S. dollar without giving effect to any underlying change in our business or results of
operations. Fluctuations in the exchange rate will also affect the relative value of any dividend we issue that will
be exchanged into U.S. dollars, as well as earnings from any U.S. dollar-denominated investments we make in
the future.

Since July 2005, the RMB has no longer been pegged to the U.S. dollar. Although the People’s Bank of China
regularly intervenes in the foreign exchange market to prevent significant short-term fluctuations in the
exchange rate, RMB may appreciate or depreciate significantly in value against the U.S. dollar in the medium to
long term. Moreover, it is possible that in the future PRC authorities may lift restrictions on fluctuations in the
RMB exchange rate and lessen intervention in the foreign exchange market.

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

Restrictions under PRC law on our PRC subsidiary’s ability to make dividends and other distributions could
materially and adversely affect our ability to grow, make investments or acquisitions that could benefit our
business, pay dividends to you, and otherwise fund and conduct our business.

Substantially all of our revenues are earned by our PRC subsidiary. However, PRC regulations restrict the
ability of our PRC subsidiary to make dividends and other payments to its offshore parent companies. PRC
legal restrictions permit payments of dividends by our PRC subsidiary only out of its accumulated after-tax
profits, if any, determined in accordance with PRC accounting standards and regulations. Our PRC subsidiary is
also required under PRC laws and regulations to allocate at least 10% of its annual after-tax profits determined
in accordance with PRC GAAP to a statutory general reserve fund until the amounts in said reserve fund reach
50% of the company’s registered capital. Allocations to these statutory reserve funds can only be used for
specific purposes and are not transferable to us in the form of loans, advances, or cash dividends. Any
limitations on the ability of our PRC subsidiary to transfer funds to us could materially and adversely limit our
ability to grow, make investments or acquisitions that could be beneficial to our business, pay dividends and
otherwise fund and conduct our business.

PRC regulations relating to investments in offshore companies by PRC residents may subject our PRC-
resident beneficial owners or our PRC subsidiary to liability or penalties, limit our ability to inject capital
into our PRC subsidiary or limit our PRC subsidiary’s ability to increase its registered capital or distribute

profits.

The State Administration of Foreign Exchange, or SAFE, promulgated the Circular on Relevant Issues
Concerning Foreign Exchange Control on Domestic Residents’ Offshore Investment and Financing and
Roundtrip Investment through Special Purpose Vehicles, or SAFE Circular 37, on July 4, 2014, which replaced
the former circular commonly known as “SAFE Circular 75” promulgated by SAFE on October 21, 2005.
SAFE Circular 37 requires PRC residents to register with local branches of the SAFE in connection with their
direct establishment or indirect control of an offshore entity, for the purpose of overseas investment and
financing, with such PRC residents’ legally owned assets or equity interests in domestic enterprises or offshore
assets or interests, referred to in SAFE Circular 37 as a “special purpose vehicle.” SAFE Circular 37 further
requires amendment to the registration in the event of any significant changes with respect to the special
purpose vehicle, such as increase or decrease of capital contributed by PRC individuals, share transfer or
exchange, merger, division or other material event. In the event that a PRC shareholder holding interests in a
special purpose vehicle fails to fulfill the required SAFE registration, the PRC subsidiaries of that special
purpose vehicle may be prohibited from making profit distributions to the offshore parent and from carrying out
subsequent cross-border foreign exchange activities, and the special purpose vehicle may be restricted in its
ability to contribute additional capital into its PRC subsidiaries. Moreover, failure to comply with the various
SAFE registration requirements described above could result in liability under PRC law for evasion of foreign
exchange controls. According to the Notice on Further Simplifying and Improving Policies for the Foreign
Exchange Administration of Direct Investment released on February 13, 2015 by SAFE, local banks will
examine and handle foreign exchange registration for overseas direct investment, including the initial foreign
exchange registration and amendment registration, under SAFE Circular 37 from June 1, 2015.

According to SAFE Circular 37, our shareholders or beneficial owners, who are PRC residents, are subject to
SAFE Circular 37 or other foreign exchange administrative regulations in respect of their investment in the



Company.
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We have notified substantial beneficial owners of our common shares who we know are PRC residents of their
filing obligations. Nevertheless, we may not be aware of the identities of all of our beneficial owners who are
PRC residents. We do not have control over our beneficial owners and there can be no assurance that all of our
PRC-resident beneficial owners will comply with SAFE Circular 37 and subsequent implementation rules, and
there is no assurance that the registration under SAFE Circular 37 and any amendment will be completed in a
timely manner, or will be completed at all. The failure of our beneficial owners who are PRC residents to
register or amend their foreign exchange registrations in a timely manner pursuant to SAFE Circular 37 and
subsequent implementation rules, or the failure of future beneficial owners of the Company who are PRC
residents to comply with the registration procedures set forth in SAFE Circular 37 and subsequent
implementation rules, may subject such beneficial owners or our PRC subsidiary to fines and legal sanctions.
Such failure to register or comply with relevant requirements may also limit our ability to contribute additional
capital to our PRC subsidiary and limit our PRC subsidiary’s ability to distribute dividends to us. These risks
may have a material adverse effect on our business, financial condition and results of operations.

Furthermore, it is uncertain how SAFE Circular 37, and any future regulation concerning offshore or cross-
border transactions, will be interpreted, amended and implemented by the relevant PRC government authorities,
and we cannot predict how these regulations will affect our business operations or future strategy. Failure to
register or comply with relevant requirements may also limit our ability to contribute additional capital to our
PRC subsidiary and limit our PRC subsidiary’s ability to distribute dividends to us. These risks could in the
future have a material adverse effect on our business, financial condition and results of operations.

We may be unable to complete a business combination transaction efficiently or on favorable terms due to
complicated merger and acquisition regulations which first became effective on September 8, 2006.

On August 9, 2006, six PRC regulatory agencies, including the China Securities Regulatory Commission,
promulgated the Regulation on mergers and Acquisitions of Domestic Companies by Foreign Investors, which
became effective on September 8, 2006, and was subsequently amended in 2009. This regulation, among other
regulations and rules, governs the approval process of a PRC company’s participation in an acquisition of assets
or equity interests. Depending on the structure of the transaction, the regulation requires the PRC parties to
make a series of applications and supplemental applications to the government agencies for approval of
acquisition of assets or equity interests of another entity. In some instances, the application process may require
a presentation of economic data concerning the transaction, including appraisals of the target business and
evaluations of the acquirer, which are designed to allow the government to assess viability of the transaction.
Government approvals will have expiration dates, by which a transaction must be completed and reported to the
government agencies. Compliance with the regulation is likely to be more time consuming and expensive than it
was in the past, and provides the government more controls over business combination of two enterprises.

The regulation also prohibits a transaction with an acquisition price obviously lower than the appraised value of
the PRC business or assets and in certain transaction structures, and requires consideration be paid within a
defined period, generally not in excess of a year. The regulation also limits our ability to negotiate various terms
of the acquisition, including the initial consideration, contingent consideration, holdback provisions,
indemnification provisions, and provisions related to the assumption and allocation of assets and liabilities.
Transaction structures involving trusts, nominees and similar entities are prohibited. Therefore, such regulation
may impede our ability to negotiate and complete a business combination transaction on financial terms that
satisfy our investors and protect our shareholders’ economic interests.

PRC regulation of loans to, and direct investment in, PRC entities by offshore holding companies and
governmental control of currency conversion may restrict or prevent us from using the proceeds of our
future financings to make loans to our PRC subsidiary, or to make additional capital contributions to our
PRC subsidiary.

We, as an offshore holding company, are permitted under PRC laws and regulations to provide funding to our
PRC subsidiary, which is treated as foreign-invested enterprises under PRC laws, through loans or capital
contributions. However, loans by us to our PRC subsidiary to finance its activities cannot exceed statutory limits
and must be
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registered with the local counterpart of SAFE and capital contributions to our PRC subsidiary are subject to the
requirement of making necessary filings in the Foreign Investment Comprehensive Management Information
System, and registration with other governmental authorities in China.

SAFE promulgated the Notice of the State Administration of Foreign Exchange on Reforming the
Administration of Foreign Exchange Settlement of Capital of Foreign-invested Enterprise, or Circular 19,
effective on June 1, 2015, in replacement of the Circular on the Relevant Operating Issues Concerning the
Improvement of the Administration of the Payment and Settlement of Foreign Currency Capital of Foreign-
Invested Enterprises, the Notice from the State Administration of Foreign Exchange on Relevant Issues
Concerning Strengthening the Administration of Foreign Exchange Businesses, and the Circular on Further
Clarification and Regulation of the Issues Concerning the Administration of Certain Capital Account Foreign
Exchange Businesses. According to Circular 19, the flow and use of the RMB capital converted from foreign
currency-denominated registered capital of a foreign-invested company is regulated such that RMB capital may
not be used for the issuance of RMB entrusted loans, the repayment of inter-enterprise loans or the repayment
of bank loans that have been transferred to a third party. Although Circular 19 allows RMB capital converted
from foreign currency-denominated registered capital of a foreign invested enterprise to be used for equity
investments within the PRC, it also reiterates the principle that RMB converted from the foreign currency-
denominated capital of a foreign-invested company may not be directly or indirectly used for purposes beyond
its business scope. Thus, it is unclear whether SAFE will permit such capital to be used for equity investments
in the PRC in actual practice. SAFE promulgated the Notice of the State Administration of Foreign Exchange
on Reforming and Standardizing the Foreign Exchange Settlement Management Policy of Capital Account, or
Circular 16, effective on June 9, 2016, which reiterates some of the rules set forth in Circular 19, but changes
the prohibition against using RMB capital converted from foreign currency-denominated registered capital of a
foreign-invested company to issue RMB entrusted loans to a prohibition against using such capital to grant
loans to non-associated enterprises. Violations of SAFE Circular 19 and Circular 16 could result in
administrative penalties. Circular 19 and Circular 16 may significantly limit our ability to transfer any foreign
currency we hold, including the net proceeds from our future financings, to our PRC subsidiary, which may
adversely affect our liquidity and our ability to fund and expand our business in the PRC.

In light of the various requirements imposed by PRC regulations on loans to, and direct investment in, PRC
entities by offshore holding companies, we cannot assure you that we will be able to complete the necessary
government registrations or obtain the necessary government approvals on a timely basis, if at all, with respect
to future loans or future capital contributions to our PRC subsidiary. As a result, uncertainties exist as to our
ability to provide prompt financial support to our PRC subsidiary when needed. If we fail to complete such
registrations or obtain such approvals, our ability to use foreign currency, including the proceeds we received
from our future financings, and to capitalize or otherwise fund our PRC operations may be negatively affected,
which could materially and adversely affect our liquidity and our ability to fund and expand our business.

Any failure to comply with PRC regulations regarding employee share incentive plans may subject the PRC
plan participants or us to fines and other legal or administrative sanctions.

We have established a series of share incentive programs under which we issued share options to our PRC
employees. In 2014, we created the 2014 Share Incentive Plan, which provides that the maximum number of
shares authorized for issuance under this plan shall not exceed ten percent of the number of issued and
outstanding shares of company stock as of December 31 of the immediately preceding fiscal year, and an
additional number of shares may be added automatically annually to the shares issuable under the Plan on and
after January 1 of each year, from January 1, 2015 through January 1, 2024. The 2014 Share Incentive Plan
shall terminate on the tenth anniversary of its effective date on July 28, 2014 when the plan was approved by the
shareholders of the Company. Pursuant to SAFE Circular 37, PRC residents who participate in share incentive
plans in overseas non-publicly-listed companies may submit applications to SAFE or its local branches for the
foreign exchange registration with respect to offshore special purpose companies. In the meantime, directors,
executive officers and other employees who are PRC citizens or who are non-PRC residents residing in the PRC
for a continuous period of not less than one year, subject to limited exceptions, and who have been granted
restricted shares, options or restricted share units, may follow the Notice on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plan of Overseas Publicly
Listed Company, issued by SAFE in February 2012, to apply for the foreign exchange registration. According to
those regulations, employees, directors and other management members participating in any stock incentive
plan of an overseas publicly listed company who are PRC citizens or who are non-PRC citizens residing in
China for a continuous period of not less than one year, subject to limited
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exceptions, are required to register with SAFE through a domestic qualified agent, which may be a PRC
subsidiary of the overseas listed company, and complete certain other procedures. Failure to complete the SAFE
registrations may subject them to fines and legal sanctions and may also limit their ability to make payment
under the relevant equity incentive plans or receive dividends or sales proceeds related thereto in foreign
currencies, or our ability to contribute additional capital into our subsidiaries in China and limit our PRC
subsidiary’s ability to distribute dividends to us. We also face regulatory uncertainties under PRC law that could
restrict our ability to adopt additional equity incentive plans for our directors, officers and employees who are
PRC citizens or who are non-PRC residents residing in the PRC for a continuous period of not less than one
year, subject to limited exceptions.

In addition, the State Administration of Taxation has issued circulars concerning employee share options,
restricted shares restricted share units. Under these circulars, employees working in the PRC who exercise share
options, or whose restricted shares or restricted share units vest, will be subject to PRC individual income tax.
The PRC subsidiaries of an overseas listed company have obligations to file documents related to employee
share options or restricted shares with relevant tax authorities and to withhold individual income taxes of those
employees related to their share options, restricted shares or restricted share units. Although we currently
withhold income tax from our PRC employees in connection with their exercise of options and the vesting of
their restricted shares and restricted share units, if the employees fail to pay, or the PRC subsidiary fails to
withhold, their income taxes according to relevant laws, rules and regulations, the PRC subsidiary may face
sanctions imposed by the tax authorities.

The Security Review Rules may make it more difficult for us to make future acquisitions or dispositions of
our business operations or assets in China.

The Security Review Rules, effective as of September 1, 2011, provides that when deciding whether a specific
merger or acquisition of a domestic enterprise by foreign investors is subject to the national security review by
Ministry of Commerce, the principle of substance-over-form should be applied and foreign investors are
prohibited from circumventing the national security review requirement by structuring transactions through
proxies, trusts, indirect investments, leases, loans, control through contractual arrangements or offshore
transactions. If the business of any target company that we plan to acquire falls within the scope subject to
national security review, we may not be able to successfully acquire such company by equity or asset
acquisition, capital increase or even through any contractual arrangement.

Under the Enterprise Income Tax Law, we may be classified as a “resident enterprise” of China. Such
classification will likely result in unfavorable tax consequences to us and our non-PRC shareholders.

On March 16, 2007, the National People’s Congress of China passed a new Enterprise Income Tax Law, or the
EIT Law. On November 28, 2007, the State Council of China passed its implementing rules, which took effect
on January 1, 2008. Under the EIT Law, an enterprise established outside of China with “de facto management
bodies” within China is considered a “resident enterprise,” meaning that it can be treated in a manner similar to
a Chinese enterprise for enterprise income tax purposes. The implementing rules of the EIT Law define de facto
management as “substantial and overall management and control over the production and operations, personnel,
accounting, and properties” of the enterprise.

On April 22, 2009, the State Administration of Taxation issued the Notice Concerning Relevant Issues
Regarding Cognizance of Chinese Investment Controlled Enterprises Incorporated Offshore as Resident
Enterprises, also referred to as SAT Circular 82 (which has been revised by the Decision of the State
Administration of Taxation on Issuing the Lists of Invalid and Abolished Tax Departmental Rules and Taxation
Normative Documents on December 29, 2017 and by the Decision of the State Council on Cancellation and
Delegation of a Batch of Administrative Examination and Approval Items on November 8, 2013). The notice
further interprets the application of the EIT Law and its implementation rules to Chinese enterprise or group
controlled offshore entities. Pursuant to the notice, an enterprise incorporated in an offshore jurisdiction and
controlled by a Chinese enterprise or group will be classified as a “non-domestically incorporated resident
enterprise” if (i) its senior management in charge of daily operations reside or perform their duties mainly in
China; (ii) its financial or personnel decisions are made or approved by bodies or persons in China; (iii) its
substantial assets and properties, accounting books, corporate chops, board and shareholder minutes are kept in
China; and (iv) at least half of its directors with voting rights or senior management habitually reside in China.
In addition, the State Administration of Taxation issued the Announcement of the State Administration of
Taxation on Issues concerning the Determination of Resident Enterprises Based on
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the Standards of De Facto Management Bodies in January 2014 to provide more guidance on the
implementation of Circular 82. This bulletin further provides that, among other things, an entity that is
classified as a “resident enterprise” in accordance with the circular shall file the application for classifying its
status of residential enterprise with the local tax authorities where its main domestic investors are registered.
From the year in which the entity is determined to be a “resident enterprise,” any dividend, profit and other
equity investment gain shall be taxed in accordance with the enterprise income tax law and its implementing
rules. A resident enterprise would be subject to an enterprise income tax rate of 25% on its worldwide income
and must pay a withholding tax at a rate of 10%, when paying dividends to its non-PRC shareholders. However,
it remains unclear as to whether the Notice is applicable to an offshore enterprise controlled by Chinese natural
persons. It is unclear how tax authorities will determine tax residency based on the facts of each case.

We may be deemed to be a resident enterprise by Chinese tax authorities. If the PRC tax authorities determine
that we are a “resident enterprise” for the PRC enterprise income tax purposes, a number of unfavorable PRC
tax consequences could follow. First, we may be subject to the enterprise income tax at a rate of 25% on our
worldwide taxable income as well as PRC enterprise income tax reporting obligations, which would materially
reduce our net income. Second, a 10% withholding tax may be imposed on dividends we pay to our
shareholders that are non-resident enterprises and with respect to gains derived by said shareholders from
transferring our shares. Finally, if we are deemed a PRC resident enterprise, dividends paid to our non-PRC
individual shareholders and any gain realized on the transfer of our shares by such shareholders may be subject
to PRC tax at a rate of 20%, if such income is deemed to be from PRC sources.

If we were treated as a “resident enterprise” by the PRC tax authorities, we would be subject to taxation in both
the U.S. and China, and we may not be able to claim our PRC tax as a credit to reduce our U.S. tax.

We and our shareholders face uncertainties with respect to indirect transfers of equity interests in PRC
resident enterprises or other assets attributed to a Chinese establishment of a non-Chinese company, or
immovable properties located in China owned by non-Chinese companies.

In October 2017, the State Administration of Taxation issued the Bulletin on Issues Concerning the Withholding
of Non-PRC Resident Enterprise Income Tax at Source, or Bulletin 37, which replaced the Notice on
Strengthening Administration of Enterprise Income Tax for Share Transfers by Non-PRC Resident Enterprises
issued by the State Administration of Taxation on December 10, 2009, and partially replaced and supplemented
rules under the Bulletin on Issues of Enterprise Income Tax on Indirect Transfers of Assets by Non-PRC
Resident Enterprises, or Bulletin 7, issued by the State Administration of Taxation on February 3, 2015.
Pursuant to Bulletin 7, an “indirect transfer” of PRC assets, including a transfer of equity interests in an unlisted
non-PRC holding company of a PRC resident enterprise, by non-PRC resident enterprises may be re-
characterized and treated as a direct transfer of the underlying PRC assets, if such arrangement does not have a
reasonable commercial purpose and was established for the purpose of avoiding payment of PRC enterprise
income tax. As a result, gains derived from such indirect transfer may be subject to PRC enterprise income tax.
According to Bulletin 7, “PRC taxable assets” include assets attributed to an establishment in China,
immoveable properties located in China, and equity investments in PRC resident enterprises and any gains from
the transfer of such asset by a direct holder, who is a non-PRC resident enterprise, would be subject to PRC
enterprise income taxes. When determining whether there is a “reasonable commercial purpose” of the
transaction arrangement, factors to be taken into consideration include: whether the main value of the equity
interest of the relevant offshore enterprise derives from PRC taxable assets; whether the assets of the relevant
offshore enterprise mainly consists of direct or indirect investment in China or if its income mainly derives from
China; whether the offshore enterprise and its subsidiaries directly or indirectly holding PRC taxable assets have
real commercial nature which is evidenced by their actual function and risk exposure; the duration of existence
of the business model and organizational structure; the replicability of the transaction by direct transfer of PRC
taxable assets; and the tax situation of such indirect transfer and applicable tax treaties or similar arrangements.
In the case of an indirect offshore transfer of assets of a PRC establishment, the resulting gain is to be included
with the enterprise income tax filing of the PRC establishment or place of business being transferred, and may
consequently be subject to PRC enterprise income tax at a rate of 25%. Where the underlying transfer relates to
immoveable properties located in China or to equity investments in a PRC resident enterprise, which is not
related to a PRC establishment or place of business of a non-resident enterprise, a PRC enterprise income tax of
10% would apply, subject to available preferential tax treatment under applicable tax treaties or similar
arrangements, and the party who is obligated to make the transfer payments has the withholding obligation.
Pursuant to Bulletin 37, the withholding agent shall declare and pay the withheld tax to the competent tax
authority in the place where such
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withholding agent is located within 7 days from the date of occurrence of the withholding obligation, while the
transferor is required to declare and pay such tax to the competent tax authority within the statutory time limit
according to Bulletin 7. Late payment of applicable tax will subject the transferor to default interest charges.
Both Bulletin 37 and Bulletin 7 do not apply to transactions of sale of shares by investors through a public stock
exchange where such shares were acquired from a transaction through a public stock exchange.

There is uncertainty as to the application of Bulletin 37 or previous rules under Bulletin 7. We face uncertainties
as to the reporting and other implications of certain past and future transactions where PRC taxable assets are
involved, such as offshore restructuring, sale of the shares in our offshore subsidiaries or investments. We may
be subject to filing obligations or taxes if the Company is transferor in such transactions, and may be subject to
withholding obligations if the Company is transferee in such transactions, under Bulletin 37 and Bulletin 7. For
transfer of shares in the Company by investors that are non-PRC resident enterprises, our PRC subsidiary may
be requested to assist in the filing under Bulletin 37 and Bulletin 7. As a result, we may be required to expend
valuable resources to comply with Bulletin 37 and Bulletin 7 or to request the relevant transferors from whom
we purchase taxable assets to comply with these circulars, or to establish that the Company should not be taxed
under these circulars, which may have a material adverse effect on our financial condition and results of
operations.

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

We are subject to the Foreign Corrupt Practice Act, or the FCPA, and other laws that prohibit improper
payments or offers of payments to foreign governments and their officials and political parties by U.S. persons
and issuers as defined by the statute, for the purpose of obtaining or retaining business. We have operations,
agreements with third parties such as distributors, and make almost all of our sales in China. The PRC also
strictly prohibits bribery of government officials. Our activities in China create the risk of unauthorized
payments or offers of payments by our employees, consultants, sales agents, or distributors to government
officials or political parties, even though they may not always be subject to our control. It is our policy to
implement safeguards to discourage these practices by our employees. However, our existing safeguards and
any future improvements may prove to be less than effective, and our employees, consultants, sales agents, or
distributors may engage in conduct for which we might be held responsible. Violations of the FCPA or Chinese
anti-corruption laws may result in severe criminal or civil sanctions, and we may be subject to other liabilities,
which could negatively affect our business, operating results and financial condition. In addition, the U.S.
government may seek to hold the Company liable for FCPA violations committed by companies in which we
invest or that we acquire.

Since substantially all of our operations are located in China, information about our operations is not readily
available from independent third-party sources.

Since Lianluo Connection is based in China, our shareholders outside China may have greater difficulty in
obtaining information about them on a timely basis than local shareholders of a U.S.-based company. Lianluo
Connection’s operations will continue to be conducted in China and shareholders may have difficulty in
obtaining information about them from sources other than Lianluo Connection itself. Information available from
newspapers, trade journals, or local, regional or national regulatory agencies may not be readily available to
shareholders and, where available, will likely be available only in Chinese. Shareholders may have to be
dependent upon management for reports of our PRC subsidiary’s progress, development, activities and
expenditure of proceeds.

Our current auditors, like other independent registered public accounting firms operating in China and to
the extent their audit clients have operations in China, are not permitted to be inspected by the U.S. Public
Company Accounting Oversight Board and, as such, you may be deprived of the benefits of such inspection.
In addition, as a result of the enactment of the Holding Foreign Companies Accountable Act, we could be
delisted if we were unable to cure the situation to meet the PCAOB inspection requirement in time. Besides,
we could be adversely affected if proposed legislation is adopted regarding improved access to audit and
other information and audit inspections of accounting firms, including registered public accounting firms
operating in the PRC such as our auditor, or if Nasdaq’s proposals requiring additional criteria to companies
operating in “restrictive markets” become effective.

BDO China Shu Lun Pan Certified Public Accountants LLP, or BDO China, is the independent registered public
accounting firm that issued the audit report included in this proxy statement/prospectus in connection with our
consolidated financial statements as of, and for the years ended, December 31, 2020 and 2019. As auditors of
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companies that are traded publicly in the U.S., our public accounting firms are registered with the U.S. Public
Company Accounting Oversight Board (United States), or the PCAOB. They are required by U.S. laws to be
regularly inspected by the PCAOB to assess their compliance with the U.S. laws and professional standards.

However, our operations are solely located in the PRC, a jurisdiction where PCAOB is currently unable to
conduct inspections without the approval of the PRC authorities. Our independent registered public accounting
firm, like others operating in China (and Hong Kong, to the extent their audit clients have operations in China),
is currently not subject to inspection conducted by the PCAOB. Inspections of other firms that the PCAOB has
conducted outside China have identified deficiencies in those firms’ audit procedures and quality control
procedures, which may be addressed as part of the inspection process to improve future audit quality. The
inability of the PCAOB to conduct full inspections of auditors operating in China makes it more difficult to
evaluate our auditors’ audit procedures or quality control procedures. As a result, investors may be deprived of
the benefits of PCAOB inspections.

In December 2012, the SEC instituted proceedings under Rule 102(e)(1)(iii) of the SEC’s Rules of Practice
against five PRC-based accounting firms, alleging that these firms had violated U.S. securities laws and the
SEC’s rules and regulations thereunder by failing to provide to the SEC the firms’ work papers related to their
audits of certain PRC-based companies that are publicly traded in the United States. Rule 102(e)(1)(iii) grants to
the SEC the authority to deny to any person, temporarily or permanently, the ability to practice before the SEC
who is found by the SEC, after notice and opportunity for a hearing, to have willfully violated, or willfully
aided and abetted the violation of, any such laws or rules and regulations. On January 22, 2014, an initial
administrative law decision was issued, sanctioning four of these accounting firms and suspending them from
practicing before the SEC for a period of six months. The sanction will not take effect until there is an order of
effectiveness issued by the SEC. In February 2014, four of these PRC-based accounting firms filed a petition for
review of the initial decision. In February 2015, each of these four accounting firms agreed to a censure and to
pay fine to the SEC to settle the dispute with the SEC. The settlement stays the current proceeding for four
years, during which time the firms are required to follow detailed procedures to seek to provide the SEC with
access to Chinese firms’ audit documents via the CSRC. If a firm does not follow the procedures, the SEC
would impose penalties such as suspensions, or commence a new, expedited administrative proceeding against
the non-compliant firm or it could restart the administrative proceeding against all four firms. The four-year
mark occurred on February 6, 2019.

On April 21, 2020, the SEC and the PCAOB issued a joint statement highlighting the significant disclosure,
financial reporting and other risks associated with emerging market investments, including the PCAOB’s
continued inability to inspect audit work papers of auditors in the PRC. This statement is the latest in a series of
recent proposed actions:

. In December 2018 the SEC and the PCAOB issued a joint statement highlighting continued
challenges faced by U.S. regulators in their oversight of financial statement audits of U.S.-listed
reporting companies with significant operations in the PRC.

. In June 2019 a bipartisan group of lawmakers introduced bills in both houses of the U.S. Congress
that, if passed, would have required the SEC to maintain a list of foreign reporting companies for
which the PCAOB is not able to inspect or investigate an auditor report issued by a foreign public
accounting firm. The proposed Ensuring Quality Information and Transparency for Abroad-Based
Listings on our Exchanges Act, or EQUITABLE Act, would have prescribed increased disclosure
requirements for these reporting companies and, beginning in 2025, provided for the delisting from
U.S. stock exchanges of reporting companies included on the SEC’s list for three consecutive years.

. In May 2020 the U.S. Senate approved a bill entitled the “Holding Foreign Companies Accountable
Act,” which, if also approved by the U.S. House of Representatives, would allow the SEC to delist
the stocks of foreign companies listed on US exchanges that are audited by firms not allowed to be
inspected by the PCAOB.

. In May 2020 Nasdaq requested approval by the SEC of proposals that would impact companies with
businesses principally administered in jurisdictions defined as “restrictive markets,” which likely
would encompass the PRC. These proposals contemplate, among other things, the application of
more stringent listing criteria if a listed company’s auditor does not demonstrate a PCAOB
inspection record (as is the case with our auditor), employee expertise and training, or geographic or
other resources sufficient to perform the company’s audit satisfactorily. Examples of more stringent
criteria that Nasdaq could
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apply include requiring: (a) higher levels of equity, assets, earnings or liquidity than are otherwise
needed; (b) that any public offering to be underwritten on a firm commitment basis (involving more
due diligence by the underwriter; and (c) the imposition of lock-up restrictions on directors and
officers to allow market mechanisms to determine an appropriate price for shares before the insiders
could sell. Alternatively, Nasdaq could deny continued listing to a company. It remains unclear what
further actions the SEC, the PCAOB or Nasdaq will take to address these issues and what impact
those actions will have on US companies that have significant operations in the PRC and have
securities listed on a U.S. stock exchange. Any such actions could materially affect our operations
and stock price, including by resulting in our being de-listed from Nasdaq or being required to
engage a new audit firm, which would require significant expense and management time.

As part of a continued regulatory focus in the United States on access to audit and other information currently
protected by national law, in particular China’s, on December 18, 2020, the Holding Foreign Companies
Accountable Act was signed into law. This act amends the Sarbanes-Oxley Act of 2002 to direct the SEC to
prohibit securities of any registrant from being listed on any of the U.S. securities exchanges or traded “over-
the-counter” if the auditor of the registrant’s financial statements is not subject to PCAOB inspection for three
consecutive years after the law becomes effective. As a result, we could be delisted if we are unable to cure the
situation to meet the PCAOB inspection requirement in time.

If we become directly subject to the scrutiny, criticism, and negative publicity involving U.S.-listed Chinese
companies, we may have to expend significant resources to address and resolve the matter, which could harm
our business operations, stock price, and reputation. It could result in a loss of your investment in our stock,
especially if such matter cannot be addressed and resolved favorably.

In the past few years, U.S. publicly traded companies that have substantially all of their operations in China like
us have been the subject of intense scrutiny, criticism, and negative publicity by investors, financial
commentators, and regulatory agencies, such as the SEC. Much of the scrutiny, criticism, and negative publicity
has centered around financial and accounting irregularities and mistakes, lack of effective internal controls over
financial accounting, inadequate corporate governance policies or lack of adherence thereto and, in many cases,
allegations of fraud. As a result of the scrutiny, criticism, and negative publicity, the publicly traded stocks of
many U.S. listed Chinese companies have sharply decreased in value and, in some cases, have become virtually
worthless. Many of these companies are now subject to shareholder lawsuits and SEC enforcement actions, and
are conducting internal and external investigations into the allegations. It is not clear the effect of this sector-
wide scrutiny, criticism, and negative publicity will have on the Company, our business, and our stock price. If
we become the subject of any unfavorable allegations, whether such allegations are proven to be true or untrue,
we will have to expend significant resources to investigate such allegations defending the Company. This
situation would be costly, time consuming, and distract our management from growing the Company.

The disclosures in our reports and other filings with the SEC and our other public pronouncements are not
subject to the scrutiny of any regulatory bodies in the PRC. Accordingly, our public disclosure should be
reviewed in light of the fact that no governmental agency that is located in China where substantially all of
our operations and business are located has conducted any due diligence on our operations, or reviewed or
passed upon the accuracy and completeness of any of our disclosures.

Since we are regulated by the SEC, our reports and other filings with the SEC are subject to SEC’s review in
accordance with the rules and regulations promulgated by the SEC under the Securities Act and the Exchange
Act. Unlike publicly traded companies whose operations are located primarily in the United States, substantially
all of our operations are presently located in China. Since substantially all of our operations and business take
place in China, it may be more difficult for the SEC staff to overcome the geographic and cultural obstacles,
when they review our disclosures. Such obstacles are not present for similar companies whose operations and
business take place entirely or primarily in the United States. Furthermore, our SEC reports and other
disclosures and public announcements are not subject to the review or scrutiny of any PRC regulatory authority.
For example, the disclosures in our SEC reports and other filings are not subject to the review of the CSRC, a
PRC regulator that is tasked with oversight of the capital markets in China. Accordingly, you should review our
SEC reports, filings, and other public announcements with the understanding that no local regulator has done
any due diligence on the Company and that none of our SEC reports, other filings, or any of our other public
announcements has been reviewed or otherwise been scrutinized by any local regulator.
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Risks Related to the Business of Newegg

The impact of COVID-19 may adversely affect Newegg’s business and financial results.

The spread of COVID-19, which was declared a pandemic by the World Health Organization in March 2020,
has caused different countries and cities to mandate curfews, including “shelter-in-place” and closures of most
non-essential businesses as well as other measures to mitigate the spread of the virus.

Newegg’s online business and warehouse operations have remained active to serve its customers during the
COVID-19 outbreak, and to-date Newegg has seen increased demand for its products and services during the
outbreak. By contrast, some of Newegg’s brick-and-mortar competitors have been forced to close down at least
some of their retail locations temporarily, while some competitors have de-emphasized certain lines of business,
such as computers and electronics, which represent Newegg’s core business. Both of these industry trends have
contributed to increased sales and market share for Newegg. However, the course of the outbreak remains
uncertain, and a prolonged global economic slowdown and increased unemployment could have a material
adverse impact on economic conditions, which in turn could lead to a reduced demand for Newegg’s products
and services.

As a consequence of the COVID-19 outbreak, Newegg has experienced occasional supply constraints, primarily
in the form of delays in shipment of inventory. Newegg has also experienced some increases in the cost of
certain products, as well as a decrease in promotions by some manufacturers. While Newegg considers such
events to be relatively minor and temporary, continued supply chain disruptions could lead to delayed receipt of,
or shortages in, inventory and higher costs, and negatively impact sales in fiscal year 2020 and beyond.

COVID-19 impacted the supply chain of Newegg’s brand partners and Marketplace sellers, and its ability to
timely fulfill orders and deliver such orders to its customers, particularly as a result of mandatory shutdowns in
different countries and cities to mitigate the spread of the virus.

Although Newegg cannot estimate the length or gravity of the impact of the COVID-19 outbreak at this time, if
the pandemic continues, it may have an adverse effect on Newegg’s results of future operations. The potential
negative impact of COVID-19 on its operations remains uncertain and potentially wide-spread, including:

. Newegg’s ability to successfully forecast sales and execute its long-term growth strategy during
these uncertain times;

. the build-up of excess inventory as a result of lower consumer demand;

. supply chain disruptions experienced by brand partners and Marketplace sellers, resulting from
closed factories, reduced workforces, scarcity of raw materials, and scrutiny or embargoing of
goods produced in infected areas, along with increased freight costs for Newegg;

. Newegg’s ability to access capital sources and maintain compliance with its credit facilities, as well
as the ability of its key customers, suppliers, and vendors to do the same in regard to their own
obligations;

. Newegg’s ability to collect outstanding receivables from its customers;
. Newegg’s ability to attend and participate in industry and trade shows; and

. diversion of management and employee attention and resources from key business activities and
risk management outside of COVID-19 response efforts, including cybersecurity and maintenance
of internal controls, with resulting potential loss of employee productivity.

The COVID-19 pandemic remains highly volatile and continues to evolve on a daily basis and therefore, there
can be no assurance that these potential negative impacts will not materialize, and these and other impacts of
COVID-19 may adversely affect Newegg’s future business, financial condition, cash flow, liquidity and results
of operations.
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Newegg faces risks related to system interruption, including failures caused or experienced by third-party
service providers, and lack of redundancy and timely upgrades.

Newegg’s success depends on its ability to successfully receive and fulfill orders and to promptly deliver such
orders to its customers. It could lose existing customers or fail to attract new customers, potentially resulting in
a decline in net sales, if its online platforms are inaccessible or if its transaction processing systems, order
fulfillment processes or network infrastructure are not operational or performing to its customers’ satisfaction.

Any internet network interruptions, latency or problems with its online platforms’ availability could prevent
customers from accessing, browsing and placing orders on its online platforms, and impact its ability to fulfill
orders or bill customers, which may cause customer dissatisfaction and damage its reputation and brand.
Newegg has experienced brief computer system interruptions in the past, and it believes that others will occur
from time to time in the future. Its systems and operations potentially are vulnerable to damage or interruption
from a number of sources, including the following:

. natural disaster or other catastrophic event such as earthquake, fire, power loss or interruption,
telecommunications failure, hurricane, volcanic eruption, flood or terrorist attack. For example, its
headquarters and the majority of its infrastructure, including some of its servers, are located in
Southern California, a seismically active region. In addition, California has in the past experienced
power outages as a result of limited electric power supply;

. diseases or pandemics (including COVID-19) that have affected and may continue to affect the
supply chain of its brand partners and Marketplace sellers, and its logistics in the future due to
inconsistent and unanticipated order patterns, other diseases or pandemics or unforeseen natural

disasters;
. computer malware, physical or electronic break-ins and similar disruptions;
. security breaches and hacking attacks;
. failure by third-party vendors, including data center and bandwidth providers, to provide steady and

high-speed access to its online platforms and systems, any disruption in its network access or co-
location services, which are the services that house some of its servers and provide internet access
to them, provided by these third-party providers or any failure of these third-party vendors to handle
existing or higher volumes of use could significantly harm its business, or any financial or other
difficulties these vendors face could also adversely affect its business; and

. incidents of fraud.

Newegg has not yet created sufficient redundancy for its information technology systems and data, and it does
not presently maintain backup copies of all of its data. Newegg has a limited disaster recovery plan in effect and
may not have sufficient insurance for losses that may occur from natural disasters, catastrophic events or the
resulting business interruption. Newegg is generally self-insured outside the United States. Any substantial
damage to, or disruption of] its technology infrastructure could cause interruptions or delays, loss of data, or
reduced system availability, which could have a material adverse effect on its business, financial condition and
results of operations.

Newegg may be unable to accurately project the rate or timing of traffic flow, including any traffic increases, or
successfully and cost-effectively upgrade its systems and infrastructure in a timely manner to accommodate
higher traffic levels on its online platforms. If the volume of traffic on its online platforms or the number of
purchases made by its customers increases substantially, it may experience unanticipated system disruptions,
slower response times, reduced levels of customer service and impaired quality and delays in reporting accurate
financial information. For example, it experiences surges in online traffic and orders associated with
promotional activities and holiday seasons, especially during the Christmas season, which can put additional
demands on its technology platform at specific times.

Additionally, Newegg must continue to upgrade and improve its technology and infrastructure to support its
business growth, and failure to do so could impede its growth. However, Newegg cannot assure you that it will
be successful in executing these system upgrades and improvement strategies. Any such upgrades to its systems
and infrastructure could require substantial investments. In particular, its systems may experience interruptions
during upgrades, and the new technologies or infrastructures may not be fully integrated with the existing
systems on a timely basis, or at
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all. If its existing or future technology and infrastructure do not function properly, it could cause system
disruptions and slow response times, affecting data transmission, which in turn could materially and adversely
affect its business, financial condition and results of operations.

Newegg relies on third-party payment processors to process deposits and withdrawals made by users of its
marketplace, and if Newegg cannot manage its relationships with such third parties and other payment-
related risks, its business, financial condition and results of operations could be adversely affected.

Newegg relies on a limited number of third-party payment solutions to process deposits and withdrawals made
by users of its marketplace. If any third-party payment solution terminates its relationship with Newegg or
refuses to renew its agreement with Newegg on commercially reasonable terms, Newegg would need to find an
alternate payment solution, and may not be able to secure similar terms or replace such payment solution in an
acceptable time frame. Further, the software and services provided by Newegg’s third-party payment solutions
may not meet its expectations, contain errors or vulnerabilities, be compromised or experience outages. Any of
these risks could cause Newegg to lose its ability to accept online payments or other payment transactions or
make timely payments to users of its marketplace, any of which could make Newegg’s marketplace less
trustworthy and convenient and adversely affect its ability to attract and retain its users.

Nearly all of Newegg’s users’ payments are made by credit card, debit card or through other third-party
payment services, which subjects Newegg to certain regulations and to the risk of fraud. Newegg may in the
future offer new payment options to users that may be subject to additional regulations and risks. Newegg is
also subject to a number of other laws and regulations relating to the payments Newegg accepts from its users,
including with respect to money laundering, money transfers, privacy and information security. If it fails to
comply with applicable rules and regulations, Newegg may be subject to civil or criminal penalties, fines and/or
higher transaction fees and may lose its ability to accept online payments or other payment card transactions,
which could make its marketplace less convenient and attractive to the users. If any of these events were to
occur, Newegg’s business, financial condition and results of operations could be adversely affected.

Additionally, card organizations, including Visa, require Newegg to comply with payment card network
operating rules, which are set and interpreted by the payment card networks. The payment card networks could
adopt new operating rules or interpret or reinterpret existing rules in ways that might prohibit Newegg from
providing certain offerings to some users, be costly to implement or difficult to follow. Newegg has agreed to
reimburse its payment processors for fines, penalties or assessments they are assessed by card organizations, if
Newegg or the users on its Marketplace violate these rules. Any of the foregoing risks could adversely affect its
business, financial condition and results of operations.

Newegg’s business faces intense domestic and international competition.

The e-commerce market is intensely competitive with limited barriers to entry. Newegg’s current and potential
competitors include retailers, manufacturers and distributors that offer a wide range of similar product
categories and companies that provide direct-to-consumer platform services, fulfillment and logistics services
and other e-commerce related services. It is expected that the competition in this market will intensify in the
future as companies develop new business models and enhanced technologies, new competitors enter the
market, competitors forge new business combinations or alliances, and established companies in other market
segments expand to become competitive with the business of Newegg.

Many of Newegg’s current and potential online and brick-and-mortar competitors have larger bases of
customers and Marketplace sellers, better brand recognition and greater financial, marketing, technical,
management and other resources than it does. In addition, some of its competitors have used and may continue
to use aggressive pricing or promotional strategies, may have stronger supplier relationships with more
favorable terms and inventory allocation and may devote substantially greater resources to their online
platforms and system development than it does. Increased competition may result in reduced operating margins,
reduced profitability, loss of market share and diminished brand recognition for Newegg.

Newegg competes with online retailers such as Amazon and traditional retailers like Best Buy and Walmart,
who sell through brick-and mortar stores and their online websites. In addition, Newegg also faces competition
in the international markets it participates in or may enter in the future. Certain other competitors in countries
where it operates are subsidiaries of e-commerce competitors in the United States with established local
operations and
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brands and with greater experience and resources than Newegg has. In other countries that Newegg may enter,
there may be incumbent online and multi-channel online or brick-and-mortar competitors presently selling IT
and CE products. These incumbents may have advantages that could impede Newegg’s expansion and growth in
these markets.

Newegg could also experience significant competitive pressure if any of its manufacturers or distributors were
to initiate or expand their own online retail operations. Because Newegg’s manufacturers and distributors have
access to merchandise at a lower cost than Newegg, they could sell products at lower prices and maintain a
higher gross margin on their product sales than Newegg can, and they may have the ability to directly connect
with buyers at relatively low cost. This could result in Newegg’s current and potential buyers deciding to
purchase directly from these manufacturers and distributors instead of from Newegg. Increased competition
from any manufacturer or distributor capable of maintaining high sales volumes and acquiring products at lower
prices than Newegg could significantly reduce Newegg’s market share and adversely impact Newegg’s
operating results.

There is no assurance that Newegg will be able to compete successfully against current and future competitors.
Competitive pressures may materially and adversely affect Newegg’s business, financial condition and results
of operations.

A decline in demand for IT and CE products could adversely affect Newegg’s operating results.

Newegg and its Marketplace sellers primarily sell IT and CE products that are often discretionary purchases
rather than necessities for consumers. Consequently, Newegg’s results of operations tend to be sensitive to
changes in macroeconomic conditions and their impact on consumer spending. Factors including customer
confidence, employment levels, conditions in the residential real estate and mortgage markets, access to credit,
interest rates, tax rates, customer debt levels and fuel and energy costs could reduce customer spending or
change customer purchasing habits in ways that materially and adversely affect demand for the products that
Newegg and its Marketplace sellers offer.

There could be declines in the sales of the products offered by Newegg and its Marketplace sellers due to
several factors, including:

. decreased demand for IT or CE products, particularly computer components and parts that have
historically generated a significant portion of Newegg’s net sales;

. poor economic conditions and any related decline in customers’ demand for the products Newegg
and its Marketplace sellers offer;

. increased price competition from Newegg’s competitors; or
. technological obsolescence of the products that Newegg and its Marketplace sellers offer.

Additionally, it is expected that some of Newegg’s future growth should be driven by product releases or
upgrades that may occur in the near future. If such product releases do not occur or do not drive sales of IT
products to the extent expected, Newegg’s future sales may be less than predicted, negatively impacting
Newegg’s net sales and net income.

The loss of key employees or the failure to attract qualified personnel could have a material adverse effect on
Newegg’s ability to run its business.

The loss of any of Newegg’s current executives, key employees or key advisors, or the failure to attract,
integrate, motivate and retain additional key employees, could have a material adverse effect on Newegg’s
business. Although Newegg has employment agreements with its executive officers, all of its executive officers
are employed “at-will” and could terminate their employment at any time. If Newegg loses one or more of its
executive officers or other key employees, its ability to implement its business strategy successfully could be
seriously harmed. Furthermore, replacing executive officers or other key employees with other highly skilled
and qualified candidates may be difficult and may take an extended period of time. Recruiting skilled personnel
is highly competitive. There can be no assurance that it will continue to attract and retain the personnel needed
for its business. The failure to attract or retain qualified personnel could have a material adverse effect on
Newegg’s business.
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If Newegg is unable to provide a satisfactory customer experience, its reputation would be harmed and it
could lose customers.

The success of Newegg’s business depends largely on its ability to provide a superior customer experience to
maintain and grow its customer base and keep its customers highly engaged on its online platforms, which in
turn depends on a variety of factors. These include Newegg’s ability to continue to maintain a wide range of
product offerings with attractive pricing, provide timely and reliable order fulfillment and provide high-quality
customer support and service. If Newegg’s customers are not satisfied with its platforms, products or services,
or its online platforms are severely interrupted or otherwise fail to meet its customers’ requests, Newegg’s
reputation could be adversely affected.

As an e-commerce company, Newegg has limited ability to allow buyers to touch, test and feel products,
personally interact with sales and customer service representatives, and receive or return products without
waiting or paying for the products to be shipped, like brick-and-mortar retailers or online retailers that have
brick-and-mortar operations do. Therefore, it is important that Newegg continues to improve its online
platforms, including efforts to encourage the creation of more high-quality and useful user-generated content,
such as reviews and commentary, on the products Newegg and its Marketplace sellers offer. If Newegg does not
continue to make investments in the development of its online platforms and customer service operations and,
as a result, or due to other reasons, fails to provide a high-quality customer experience, Newegg may lose
customers, which could adversely impact its operating results.

Newegg currently operates customer service centers in California and Texas and has customer service
representatives working remotely in California, Indiana, Nevada, New Jersey and Texas, focusing on serving
North American buyers. To enhance its service capabilities and maintain increased access, Newegg operates an
Asia-based multilingual customer service center that is available 24 hours a day, seven days a week via e-mail
and instant messaging. Any material disruption or slowdown in its customer support services resulting from
telephone or internet failures, power or service outages, natural disasters, labor disputes or other events could
make it difficult or impossible for Newegg to provide adequate customer support. In addition, the future volume
of customer complaints and inquiries may exceed Newegg’s present system capacities. If this occurs, Newegg
could experience delays in responding to customer inquiries and addressing customer complaints and concerns.
Newegg’s current level of customer support may also fail to meet the expectations of customers. Failure to
provide satisfactory levels of customer service may harm Newegg’s reputation, causing potential loss of
existing customers and difficulty in acquiring new customers.

Newegg may not succeed in promoting and strengthening its Newegg brand, which may materially and
adversely affect its business and results of operations.

Brand recognition is a primary competitive factor in the e-commerce market and will be a key factor in
maintaining and expanding Newegg’s customer base, market position and bargaining power with vendors. Any
loss of trust in Newegg’s brand could harm its reputation and result in consumers, sellers, brands, vendors and
other participants reducing their activity level in Newegg’s business, which could materially reduce its
profitability.

If Newegg does not, or is unable to continue to, promote and strengthen the Newegg brand, or if the brand fails
to continue to be viewed favorably, Newegg may not be successful in attracting new customers and Marketplace
sellers, which could have a material adverse effect on its financial condition and results of operations.
Additionally, Newegg competes not only for customers and Marketplace sellers, but also for favorable product
allocations and cooperative advertising support from its vendors. If Newegg fails to maintain favorable
recognition of its brand, it may not be successful in maintaining and strengthening its relationships with vendors
in existing and new product categories or in maintaining existing offerings and sourcing new products at
competitive prices and with adequate levels of inventory.

Adverse publicity about Newegg may arise from time to time. Negative comments about its online platforms,
the products and services offered by it and its Marketplace sellers or its management may appear in internet
postings and other media sources from time to time, and there is no assurance that other types of negative
publicity of a more serious nature will not arise in the future. For example, if Newegg’s customer service
representatives fail to satisfy the individual needs of the customers, the customers may become disgruntled and
disseminate negative comments about Newegg’s customer service. In addition, Newegg’s Marketplace sellers
and brand partners may also be subject to negative publicity for various reasons, such as customers’ complaints
about the quality of their products and
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related services or other public relations incidents, which may adversely affect the sales of their products
through Newegg and indirectly affect Newegg’s reputation. Moreover, negative publicity about other online
retailers or the e-commerce industry in general may arise from time to time and cause customers to lose
confidence in the products and services Newegg offers. Any such negative publicity, regardless of veracity, may
have a material adverse effect on its business, reputation and financial condition.

Newegg is, or may become, subject to risks associated with its international operations, principally in
Canada, which may harm its business.

Newegg began operations on its Canadian retail website, www.newegg.ca, in October 2008. Newegg also has a
physical presence in China, Taiwan and the UK. While Newegg is investing in building its business in other
markets, it may not be able to successfully manage the challenges associated with its current and future
international operations due to risks, such as:

. international economic and political conditions;

. changes in, or impositions of, legislative or regulatory requirements on e-commerce businesses and
companies, such as U.S. sanctions laws and regulations, and limitations on its ability to directly own
or control key assets, such as overseas warehouses;

. the legal and regulatory environment in foreign jurisdictions, including with respect to consumer
privacy and data protection laws, tax, law enforcement, network security, trade compliance and
intellectual property matters, as well as consumer litigation;

. tax laws, regulations and treaties, including U.S. taxes on foreign operations and repatriation of
funds;

. difficulties in identifying, attracting, hiring, training and retaining qualified personnel, and
overseeing international operations, including the efficient management of its international
operations;

. delays or additional costs resulting from import/export controls, duties, tariffs or other barriers to
trade; and

. currency exchange controls or changes in exchange rates, which could make its pricing less
competitive or reduce its profit margins.

Any one of the foregoing factors could cause Newegg’s business, financial condition and results of operations
to suffer.

Newegg’s expansion into new product categories, services, technologies and geographic regions subjects it to
additional business, legal, financial and competitive risks.

An important element of Newegg’s business strategy is to expand into new product categories, services,
technologies and regions, such as its expansion into Canada and other countries, and its plans to offer various
direct-to-consumer platform services for third parties. In directing its focus into these new areas, Newegg faces
numerous risks and challenges, including alienating its core customer base, facing new competitors, having the
increased need to develop new strategic relationships and straining its management, personnel, operations,
systems, technical performance, financial resources, and internal financial control and reporting functions.
There is no assurance that Newegg’s strategy will result in increased net sales or net income. Furthermore,
growth into new business areas may require changes to its existing business model and cost structure,
modifications to its infrastructure, and exposure to new regulatory and legal risks related to operating in new
jurisdictions, any of which may require expertise in areas in which it has little or no experience. These risks
may pose a material adverse risk to Newegg’s business, financial condition and results of operations.

Any interruption in Newegg’s fulfillment operations may have an adverse impact on its business.

Newegg’s ability to process and fulfill orders accurately and provide high-quality customer service depends on
the smooth operation of its fulfillment infrastructure, including its warehouses and order processing centers. If it
does not optimize and operate its fulfillment infrastructure successfully and efficiently, it could result in excess
or insufficient fulfillment capacity, an increase in costs or impairment charges and a reduction in its gross profit
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margin, or harm its business in other ways. If Newegg does not have sufficient fulfillment capacity or
experiences a problem fulfilling orders in a timely manner or if certain products are out of stock, its customers
may experience delays in receiving their orders, which could harm its reputation and its relationship with its
customers.

Newegg’s fulfillment infrastructure may be vulnerable to damage caused by fire, floods, power outages,
telecommunications failures, break-ins, earthquakes, human error and other events. For example, its warehouse
located in Indianapolis experienced a significant fire in January 2019, causing damage to its inventory. Its
fulfillment infrastructure and processes may also contain undetected errors or design flaws that may cause its
fulfillment operations to fail and materially impact its business and results of operations. If, for example, any of
its warehouses were rendered incapable of operations, Newegg may be unable to fulfill any orders in areas that
rely on that warehouse. The occurrence of any of the foregoing risks could have a material adverse effect on
Newegg’s business, prospects, financial condition and results of operations.

Newegg depends on its vendors to source sufficient quantities of merchandise on favorable terms. If Newegg
fails to maintain strong vendor relationships or if its vendors are otherwise unable to supply products that
meet its standards in a timely manner, its net sales and net income could suffer.

Newegg’s contracts or arrangements with vendors generally do not guarantee the availability of merchandise or
provide for the continuation of particular pricing or other practices. Newegg’s vendors may not continue to sell
their inventory to it on current terms or at all, and, if the terms are changed, Newegg may not be able to
establish new supply relationships on similar or better terms. In most cases, Newegg’s relationships with its
vendors do not restrict them from selling their products through its competitors. Newegg competes with other
retailers for favorable product allocations and vendor incentives from product manufacturers and distributors,
including marketing dollars and volume-based sales incentive programs. Some of Newegg’s competitors could
enter into exclusive or favorable distribution arrangements for certain products with its vendors, which would
deny Newegg complete or partial access to those products and marketing and promotional resources. In
addition, some vendors whose products are offered on Newegg’s online platforms also sell their products
directly to customers. If Newegg is unable to develop and maintain relationships with vendors that permit it to
obtain sufficient quantities of desirable merchandise on favorable terms, Newegg’s business, financial condition
and results of operations could be adversely impacted.

Newegg’s relationship with any particular vendor is dependent on its sales of products manufactured or
distributed by that vendor. For certain products, Newegg does not currently, and in the future may not be able to,
meet the sales volumes or other requirements necessary to receive favorable treatment from the manufacturer of
that product. As a result, Newegg may not receive favorable pricing, vendor incentives or other considerations
from those vendors. During times of short supply for highly desirable products, Newegg may not receive
adequate, or any, allocation of a popular product, leading to lost sales and customer dissatisfaction.

Certain products help create and maintain customer loyalty to the Newegg brand. Failing to maintain an
adequate supply of these products could damage its ability to retain customers. Newegg currently does not carry
the full product portfolio of, and in some cases does not carry any products of, certain well-known brands. As a
result, consumers who are searching for those brands may not be able to purchase products from Newegg or
purchase them at the most favorable prices, leading to potentially reduced net sales and net income.

Certain vendors provide a significant portion of Newegg’s merchandise. In the United States and Canada, for
the year ended December 31, 2020, ASI Corporation, an IT and CE product distributor, and Newegg’s 10
largest suppliers (including ASI Corporation) accounted for approximately 12.8% and 70.6% of the
merchandise Newegg purchased, respectively. Failure to maintain a positive relationship with these key
suppliers could impact Newegg’s ability to sell to customers the products they want.

Newegg’s vendors’ financial performance, liquidity and access to capital may be materially adversely affected
by many factors, including but not limited to general economic factors, such as a continued slowdown in the
U.S. or global economy or an uncertain economic outlook; political or financial instability; merchandise quality
issues; product safety concerns; trade restrictions; work stoppages; tariffs; international trade war; foreign
currency exchange rates; transportation capacity and costs; inflation; or outbreak of pandemics. These and other
issues may affect their ability to maintain their inventories, production levels and/or product quality and could
cause them to raise prices, lower production levels or cease their operations, all of which may in turn materially
adversely affect Newegg’s net sales and net income.
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If Newegg fails to attract, retain and engage appropriately skilled personnel, including senior management
and technology and fulfillment professionals, Newegg’s business may be harmed.

Newegg’s future success depends on its retention of executives. Competition for well-qualified and skilled
employees is intense globally, and Newegg’s future success also depends on its continuing ability to attract,
develop, motivate and retain highly qualified and skilled employees, including, in particular, software engineers,
data scientists and technology and fulfillment professionals. Newegg’s continued ability to compete effectively
depends on its ability to attract new employees and to retain and motivate existing employees. All of its senior
management and key personnel are employees at will and, as a result, any of these employees could leave with
little or no prior notice. If any member of its senior management team or other key employees leave Newegg, its
ability to successfully operate its business and execute its business strategy could be adversely affected.
Newegg may also have to incur significant costs in identifying, hiring, training and retaining replacements of
departing employees.

Newegg’s international sales and operations require access to international markets and are subject to
applicable laws relating to trade, export and import controls and economic sanctions, the violation of which
could adversely affect its operations.

Newegg must comply with all applicable U.S. export and import laws and regulations. Such laws and
regulations include, but are not limited to, the Export Administration Act and the Export Administration
Regulations. Newegg must also comply with U.S. sanctions laws and regulations, which are primarily
administered by the U.S. Department of Treasury’s Office of Foreign Assets Control, as well as other U.S.
government agencies. U.S. sanctions generally prohibit transactions by U.S. persons, including Newegg,
involving sanctioned countries, entities and persons, without U.S. government authorization (which will rarely
be granted). Non-U.S. subsidiaries of U.S. companies are required to comply with U.S. sanctions against Cuba
and Iran.

Violations of U.S. laws and regulations relating to trade, export and import controls and economic sanctions
could result in significant civil and/or criminal penalties on Newegg or on its foreign subsidiaries, including
fines, prohibitions on exporting and importing, prohibitions on receiving government contracts or other
government assistance and other trade-related restrictions. U.S. enforcement of such laws and regulations
continues to increase.

Newegg must also comply with applicable foreign laws relating to trade, export and import controls and
economic sanctions. Newegg may not be aware of all of such laws applicable in the markets in which it does
business, which subjects it to the risk of potential violations.

Newegg conducts marketing activities to help attract visitors to its online platforms, and if it is unable to
attract these visitors or convert them into customers in a cost-effective manner, Newegg’s business and
results of operations could be harmed.

Newegg’s success depends on its ability to attract visitors to its online platforms and convert them into
customers in a cost-effective manner. Newegg relies on search engines, social media, shopping comparison sites
and other affiliate networks to provide content, advertising banners and other links that direct visitors to its
online platforms. As of December 31, 2020, approximately 36% of its website and mobile app visitors were
referred to it through paid and unpaid search engine listings, shopping comparison sites and other affiliate
networks that provide links to its online platforms. In particular, Newegg relies on search engines, such as
Google, Microsoft Bing and Yahoo!, as important marketing channels. If search engines change their search
engine algorithms periodically or penalize Newegg for non-compliance with their guidelines while using their
algorithms, terms of service, or display and featuring of search results, or if competition increases for
advertisements, Newegg may be unable to cost-effectively drive visitors to its websites and mobile apps.
Newegg also sometimes pays these third parties to include or highlight its websites in their search results. If
such third parties modify or terminate their relationship with Newegg or increase the price they charge to
Newegg, if Newegg’s competitors offer them greater fees for traffic, or if any free third-party platforms on
which Newegg relies begin charging fees for listing or placement, Newegg’s expenses could rise and traffic to
its websites could decrease, resulting in harm to its operations.

Newegg’s success also depends on its ability to convert its visitors to its websites and mobile apps into paying
customers, a process which is partially reliant upon its ability to identify and purchase relevant keyword search
terms, provide relevant content on its online platforms and effectively target its other marketing programs, such
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as internet portal referrals, e-mail campaigns and affiliate programs. If Newegg is unable to attract visitors to its
websites and mobile apps and convert them into customers cost-effectively, its business and financial results
may be harmed.

Newegg is partially dependent on third parties to perform a number of its e-commerce functions. If such
third parties are unwilling or unable to continue providing these services, Newegg’s business could be
harmed.

As of December 31, 2020, approximately 5.7% of Newegg’s gross merchandise value, or GMV, was generated
by the sale of products fulfilled through third parties. These third parties provide various services on Newegg’s
behalf, including inventory maintenance and order processing. Newegg has no effective means to ensure that
these third parties will continue to perform these services to its satisfaction, in a manner satisfactory to its
customers or on commercially reasonable terms. Newegg’s customers may become dissatisfied and cancel their
orders or decline to make future purchases if these third parties fail to deliver products on a timely basis. If
Newegg’s customers become dissatisfied with the services provided by these third parties, Newegg’s reputation
and brand could suffer.

If Newegg fails to manage its inventory effectively, its financial condition, results of operations and liquidity
may be materially and adversely affected.

Newegg’s scale and business model require it to manage a large volume of inventory effectively. As Newegg
may continue expanding its product offerings, Newegg expects to include more SKUs in its inventory, which
could make it more challenging for Newegg to manage its inventory effectively and put more pressure on its
warehousing system.

Newegg purchases most of the merchandise that it sells directly to customers on its online platforms from
manufacturers or distributors. Newegg assumes inventory damage, theft, obsolescence and price erosion risks
for its inventory. These risks are especially significant as most of the merchandise sold on its online platforms is
characterized by rapid technological change, obsolescence and price erosion. For the year ended December

31, 2020, Newegg recorded inventory write-offs or write-downs totaling $4.7 million, or 0.3% of its cost of
goods sold. Newegg may sell obsolete or dated merchandise at a discount or loss. If there were unforeseen
product developments or if vendors were to change their terms and conditions, Newegg’s inventory risks could
increase. Newegg also periodically takes advantage of cost savings associated with certain opportunistic bulk
inventory purchases offered by its vendors. These bulk purchases increase Newegg’s exposure to inventory
obsolescence. Newegg’s success depends on its ability to sell its inventory rapidly, purchase inventory at
attractive prices relative to its resale value and manage customer returns and the shrinkage resulting from theft,
loss and misrecording of inventory. If Newegg is unsuccessful in any of these areas, it may be forced to write
down or write off substantial amounts of inventory, or sell it at a discount or loss, which could materially and
adversely impact Newegg’s business, financial condition and results of operations.

Newegg depends on its demand forecasts for various kinds of products to make purchase decisions and to
manage its inventory. Newegg is exposed to inventory risks as a result of seasonality, new product launches,
rapid changes in product cycles and pricing, defective merchandise, changes in consumer demand, tastes and
spending patterns, and other factors. While Newegg endeavors to accurately predict these trends and avoid
overstocking or understocking products it sells, the demand for products can change significantly between the
time inventory is ordered and the date of sale, and Newegg may be unable to sell products in sufficient
quantities as it expects. Furthermore, Newegg may in the future open additional warehouses and duplicate part
of the inventory for its direct sales business that is stored at its current warehouses to increase its overall
fulfillment efficiency as it grows its business, which will also increase the inventory risks its direct sales
business faces. Failure to effectively manage its inventory risk could have a material adverse effect on
Newegg’s business, financial condition and results of operations.

Newegg has incurred net loss in the past and may continue to experience losses in the future.

Newegg incurred a net loss of $17.0 million and $33.6 million in 2019 and 2018, respectively. We cannot assure
you that Newegg will be able to generate net profits or positive cash flow from operating activities in the future.
Newegg’s ability to achieve and maintain profitability will depend in large part on its ability to, among other
things, source and sell higher margin products, grow and diversify its supplier base, and optimize its cost
structure. Newegg may not be able to achieve any of the above. As Newegg continues to grow and expand its
business, its operating expenses may increase further. As a result of the foregoing, Newegg may incur net losses
in the future.
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If Newegg fails to adopt new technologies or adapt its websites, mobile apps and systems to changing
customer requirements or emerging industry standards, its business may be materially and adversely
affected.

To remain competitive, Newegg must continue to enhance and improve the responsiveness, functionality and
features of its online platforms, including its websites and mobile apps. The internet and the e-commerce
industry are characterized by rapid technological evolution, frequent introductions of new products and services
embodying new technologies and the emergence of new industry standards and practices, and changes in
customer requirements and preferences, any of which could render Newegg’s existing technologies and systems
obsolete. Newegg may be required to devote substantial resources to developing proprietary technologies or
license technologies, enhancing its existing websites and mobile apps, developing new services and technology
that address the increasingly sophisticated and varied needs of its current and prospective customers and
adapting to technological advances and emerging industry and regulatory standards and practices in a cost-
effective and timely manner. The development of proprietary technology entails significant technical and
business risks. There can be no assurance that Newegg’s efforts to develop proprietary technologies will
succeed or that any technology licenses will be available on commercially reasonable terms. Substantial
investments will be required to remain technologically competitive, and Newegg’s failure to do so may harm its
business and results of operations.

The seasonality of Newegg’s business places increased strain on its operations.

Newegg historically experiences higher sales in the fourth quarter due to the holiday season. If Newegg does
not stock or restock popular products in sufficient amounts such that it fails to meet customer demand, it could
significantly affect its revenue and future growth. If Newegg overstocks products, Newegg may be required to
take significant inventory markdowns or write-offs and incur commitment costs, which could reduce
profitability. Newegg may experience an increase in its net shipping cost due to complimentary upgrades, split-
shipments and additional long-zone shipments necessary to ensure timely delivery for the holiday season. If too
many customers access its online platforms within a short period of time due to increased holiday demand,
Newegg may experience system interruptions that make its online platforms unavailable or prevent it from
efficiently fulfilling orders, which may reduce the volume of goods sold through its online platforms and the
attractiveness of its products and services. In addition, Newegg may be unable to adequately staff its fulfillment
and customer service capability during these peak periods.

As Newegg tends to experience higher sales in the fourth quarter, Newegg experiences an increase in its cash
position at year-end, as compared to the first, second and third quarters when sales are lower. As of December
31 of each year, Newegg’s cash, cash equivalents, and marketable securities balances typically reach their
highest level (other than as a result of cash flows provided by or used in investing and financing activities). In
anticipation of higher sales during the holiday season, Newegg typically begins building up inventory levels in
the later part of the third quarter. As a result of this inventory build-up and faster inventory turnover during the
fourth quarter, Newegg’s accounts payable are typically at their highest levels at year-end. As sales begin to
slow in the first and second quarters, inventory levels decrease, inventory turnover lengthens, and accounts
payable and cash balances decrease as Newegg pays its vendors. The COVID-19 pandemic has resulted in an
increased cash and accounts payable balances due to an increased demand in Newegg’s products. Inventory
levels increased and turned faster than normal as a result of increased sales.

The successful operation of Newegg’s business depends upon the performance, reliability and security of the
internet infrastructure in the countries where it operates.

Newegg’s business depends on the performance, reliability and security of the telecommunications and internet
infrastructure in the countries where it operates. Newegg has several servers located in China providing
development, testing and quality control services. Almost all access to the internet in China is maintained
through state-owned telecommunication operators under the administrative control and regulatory supervision
of the Ministry of Industry and Information Technology of the People’s Republic of China. In addition, the
national networks in China are connected to the internet through state-owned international gateways, which are
the only channels through which a domestic user can connect to the internet outside China. Newegg may face
similar or other limitations in other countries in which it operates. Newegg may not have access to alternative
networks in the event of disruptions, failures or other problems with the internet infrastructure in China or
elsewhere. In addition, the internet infrastructure in the countries in which it operates may not support the
demands associated with continued growth in internet usage.
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The failure of telecommunications network operators to provide Newegg with the requisite bandwidth could
also interfere with the speed and availability of Newegg’s websites and mobile apps. If the prices that Newegg
pays for telecommunications and internet services rise significantly, Newegg’s gross margins could be adversely
affected. In addition, if internet access fees or other charges to internet users increase, Newegg’s user traffic
may decrease, which in turn may significantly decrease its revenues.

If Newegg is unable to manage its growth or execute its strategies effectively, Newegg’s business and
prospects may be materially and adversely affected.

Newegg’s success depends upon its ability to manage the growth of its operations effectively. Newegg
anticipates expanding further as it pursues its growth strategies. Newegg’s expansion increases the complexity
of its business and places a significant strain on its management, operations, technical systems, financial
resources and internal control over financial reporting functions. Newegg’s current and planned personnel,
systems, procedures and controls may not be adequate to support and effectively manage its future operations,
especially as it employs personnel in several geographic locations. In addition, Newegg’s growth will require it
to improve its operational and financial systems, procedures and controls, successfully manage international
operations and hire additional personnel. These efforts may not be successful, and Newegg may be unable to
improve its systems, procedures and controls in a timely manner. Delays or problems associated with any of
these initiatives could harm its business and operating results. These initiatives will also cause its operating
expenses to increase. If Newegg fails to accurately estimate and assess its growth or fails to increase net sales to
match its increased operating expenses, Newegg’s financial condition and results of operations could suffer.

An adverse change in the vendor payment terms and conditions may have a material adverse effect on
Newegg’s business, financial condition and results of operations.

Newegg purchases its inventory from vendors on trade accounts typically requiring payment between 15 and
45 days after the date the inventory is shipped to Newegg. As of December 31, 2020, its accounts payable
balance was approximately $241.5 million with 40 days of payables outstanding. Newegg’s accounts payable
balances as of December 31, 2020 represented 54.6% of its liabilities, temporary equity and stockholders’
equity. An adverse change in its vendors’ payment terms and conditions would significantly increase its
working capital requirements and have a material adverse effect on Newegg’s business, financial condition and
results of operations.

Because many of the products that Newegg sells are manufactured abroad, Newegg may face delays,
increased cost or quality control deficiencies in the importation of these products, which could reduce its net
sales and profitability.

Many of the products that Newegg purchases for direct sale on its online platforms are manufactured in
countries outside the United States. These imported products subject Newegg to the risk of changes in import
duties or quotas, new restrictions on imports, work stoppages, delays in shipment, freight cost increases, product
cost increases due to foreign currency fluctuations or revaluations and economic uncertainties (including the
imposition of antidumping or countervailing duty orders, safeguards, remedies or compensation and retaliation
due to illegal foreign trade practices) and instability in the political and economic environments of the countries
in which the manufacturers of these products operate. If any of these or other factors were to cause a disruption
of trade from these countries, Newegg may be unable to obtain sufficient quantities of these imported products
to satisfy its requirements or its cost of obtaining such products may increase. Historically, instability in the
political and economic environments of the countries in which Newegg’s suppliers operate has not had a
material adverse effect on its operations. However, the effect that future changes in economic or political
conditions in the foreign countries where Newegg’s supplying manufacturers are located may have on its
operations cannot be predicted. Potential disruptions or delays in supply due to economic or political conditions
in foreign countries could adversely affect Newegg’s results of operations unless and until alternative supply
arrangements are made.

Newegg may not be able to adequately protect its intellectual property rights.

Newegg relies on trademark and copyright law, trade secret protection and confidentiality or licensing
agreements with employees, buyers, third-party sellers, brand partners and others to protect its proprietary
rights. These steps may be inadequate, agreements may be violated or there may be inadequate remedies for a
violation of such agreements. Newegg’s competitors may independently develop equivalent proprietary
information and rights or may
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otherwise gain access to Newegg’s trade secrets or proprietary information, which could affect Newegg’s ability
to compete in the market. There is no assurance that the steps that Newegg has taken will adequately protect its
proprietary rights, especially in countries where the laws or enforcement of the laws may not protect its rights to
the same extent or in the same way as in the United States.

In addition, third parties may infringe or misappropriate Newegg’s proprietary rights, and Newegg could be
required to enforce its intellectual property rights, which could require expenditure of significant financial and
managerial resources. Newegg has registered and common law trademark rights in the United States and certain
foreign jurisdictions, as well as pending trademark applications for a number of marks and associated domain
names. Even if it obtains approval for such pending applications, the resulting registrations may not adequately
cover its trademarks or protect it against infringement or dilution by others. Effective trademark, service mark,
copyright, patent and trade secret protection may not be available in every country or jurisdiction in which
Newegg’s products may be made available online, which may cause Newegg’s business and operating results to
suffer. In addition, Newegg may be unable to acquire or protect relevant domain names in the United States and
in other countries. If Newegg is not able to acquire or protect its trademarks, domain names or other intellectual
property, it may experience difficulties in achieving and maintaining brand recognition and customer loyalty.

Assertions, claims and allegations, even if not true, that Newegg has infringed or violated intellectual
property rights could harm Newegg’s business and reputation.

Third parties have, and likely will in the future, assert allegations and claims of intellectual property
infringement against Newegg on the items or their descriptions listed on Newegg’s websites and mobile apps.
Any such claims, disputes or litigation, even if resolved in Newegg’s favor or not true, could be time-consuming
and costly to defend, and could divert its management’s efforts from growing its business. Newegg has
intellectual property complaint and take-down procedures in place to address communications alleging that
items listed on online platforms, including the Newegg Marketplace, infringe third-party copyrights, trademarks
or other intellectual property rights. Newegg follows these procedures to review complaints and relevant facts to
determine the appropriate action, which may include removal of the item from its online platforms and, in
certain cases, discontinuing its relationship with a Marketplace seller or brand partner who violates Newegg’s
policies. However, these rules and procedures may not effectively reduce or eliminate Newegg’s liability. In
particular, Newegg may be subject to civil or criminal liability for activities carried out, including products
listed, by sellers or brands on its online platforms.

If any third parties prevail in their intellectual property rights claims against Newegg, Newegg may be required
to pay significant licensing fees, damages and attorney’s fees, and may even be liable for punitive damages if
Newegg is found to have willfully infringed third parties’ proprietary rights. Newegg may have to stop using
certain technology or solutions and need to develop or acquire alternative, non-infringing technology or
solutions, which could require significant time and resources. Newegg could even be required to obtain a
license to use certain technologies, although such licenses may not be available on reasonable terms or at all,
which may result in substantial payments and royalties and significantly increase its operating expenses. If
Newegg cannot develop non-infringing technology or license the appropriate technology at commercially
reasonable rates, an intellectual property claim successfully asserted against it could cause significant business
interruptions in Newegg’s operations, which could restrict Newegg’s ability to compete effectively and have a
material adverse effect on its financial condition and results of operations.

Newegg may be subject to product liability claims, which could be costly and time-consuming to defend.

The majority of the products sold on Newegg’s online platforms are manufactured by third parties, and some of
them may be defectively designed or manufactured. If any product Newegg sells were to cause physical injury
or injury to property, an injured party could bring claims against Newegg as the retailer of the product.
Furthermore, Newegg also offers IT components and peripherals under its private labels on its platforms or
through other e-commerce platforms, such as eBay, which could potentially create more exposure for Newegg
with respect to product liability than if Newegg simply acted as a retailer of third-party products. Newegg’s
insurance coverage may not be adequate against such product liability claims. If a successful claim were
brought against Newegg in excess of its insurance coverage, it could adversely affect Newegg’s financial
condition and results of operations. Even unsuccessful claims could result in the expenditure of significant
funds and management time in defending them and could have a negative impact on Newegg’s reputation and
business.
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Some of Newegg’s software and systems contain open source software, which may pose particular risks to
Newegg’s proprietary software and solutions.

Newegg has incorporated open source software code into some of its internal software and systems and expects
to continue to use this open source software in the future. The licenses applicable to open source software
typically require that the source code subject to the license be made available to the public and that any
modifications or derivative works to open source software continue to be licensed under open source licenses.
From time to time, Newegg may face intellectual property infringement claims from third parties, demands for
the release or license of the open source software or derivative works that Newegg developed using such
software (which could include Newegg’s proprietary source code) or claims that otherwise seek to enforce the
terms of the applicable open source license. These claims could result in litigation and could require Newegg to
purchase a costly license, publicly release the affected portions of Newegg’s source code, be limited in the
licensing of Newegg’s technologies or cease offering the implicated solutions unless and until Newegg can re-
engineer them to avoid infringement or change the use of the implicated open source software. In addition to
risks related to license requirements, use of certain open source software can lead to greater risks than use of
third-party commercial software, as open source licensors generally do not provide warranties, indemnities or
other contractual protections with respect to the software (for example, non-infringement or functionality).
Newegg’s use of open source software may also present additional security risks because the source code for
open source software is publicly available, which may make it easier for hackers and other third parties to
determine how to breach Newegg’s websites, mobile apps and systems that rely on open source software. Any
of these risks could be difficult to eliminate or manage and, if not addressed, could have a material adverse
effect on Newegg’s business, financial condition and results of operations.

Newegg and its Marketplace sellers’ pricing strategy may not meet customers’ price expectations or result in
net income.

Demand for Newegg’s products is generally highly sensitive to price. Its pricing strategies have had, and may
continue to have, a significant impact on its net sales and net income. Newegg often offers discounted prices,
free or discounted shipping or bundled products as a means of attracting customers and encouraging repeat
purchases. Such offers and discounts may reduce its margins. Moreover, Newegg’s competitors’ pricing and
marketing strategies are beyond its control and can significantly impact the results of its pricing strategies. If
Newegg fails to meet its customers’ price expectations in any given period, or if its competitors decide to
engage in aggressive pricing strategies, its business and results of operations would suffer.

In addition, under applicable federal and state unfair competition laws, including the California Consumer Legal
Remedies Act, and U.S. Federal Trade Commission regulations, Newegg is required to accurately identify
product offerings, not make misleading claims on its platforms, and use qualifying disclosures where and when
appropriate. Newegg is particularly subject to the risks associated with its discounting pricing practices as a
result of the aggressive judicial interpretations of deceptive pricing laws, particularly in California, which has
led to numerous class action settlements by online and brick-mortar retailers over the past few years. For
example, Newegg was named as the defendant in a putative class action accusing it of violating the False
Advertising Law, the Unfair Competition Law and the Consumer Legal Remedies Act by using allegedly
deceptive list prices with allegedly overstated discounts for its electronic products. While the trial court had
sustained without leave to amend Newegg’s demurrer to such lawsuit, in July 2018, a California appellate panel
reversed the trial court’s judgment and reinstated the action against Newegg. This matter is still pending as of
the date of this proxy statement/prospectus. There can be no assurance that Newegg will be able to prevail in the
foregoing action or that it will be able to settle the dispute on terms favorable to it. Any adverse outcome of the
foregoing class action or other lawsuits challenging deceptive pricing against Newegg could have a material
adverse effect on its reputation, business and financial condition.

Newegg does not control the pricing strategies of its Marketplace sellers, which could affect its net income and
its ability to effectively compete on price with other e-commerce retailers and brick-and-mortar stores. Its
Marketplace sellers may determine that they can more competitively price their products through other
distribution channels and may choose such other channels instead of listing products on its Marketplace, which
could adversely affect its business, financial condition, results of operations and prospects. Additionally,
retailers and brands often employ different pricing based on the geographical location of consumers, which is
accomplished online through geo-blocking that blocks a consumer’s ability to access certain websites based on
geography. Legislation in the European Union removed certain types of geo-blocking in the European Union.
This could allow Newegg’s
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consumers registered in the European Union to access and make purchases through its Marketplace at the prices
listed in different European geographies irrespective of their country of residence in Europe. This could
adversely affect Newegg’s business, financial condition, results of operations and prospects.

Newegg may incur additional costs due to tax assessments resulting from ongoing and future audits by tax
authorities.

In the ordinary course of business, Newegg is subject to tax examinations by various governmental tax
authorities. The global and diverse nature of Newegg’s business means that there could be additional
examinations by governmental tax authorities and the resolution of ongoing and other probable audits which
could impose a future risk to the results of Newegg’s business. For example, in February 2018, Newegg
received from the Commonwealth of Massachusetts Department of Revenue a notice of intent to assess sales
and use taxes relating to a prior tax period, which subsequently resulted in an assessment of $295,910.68,
including penalties and interest. In May 2020, Newegg received from the Commonwealth of Massachusetts
Department of Revenue another notice of assessment for sales and use taxes for additional prior tax periods in
the amount of a total assessment of $2,721,369.77, including penalties and interest. Newegg has appealed these
assessments and Newegg intends to vigorously protest the assessments. The outcome of the matter or the timing
of such payment, if any, cannot be predicted at this time. However, the ultimate results, if unfavorable, could
have a material impact on Newegg’s consolidated financial position, cash flows, and results of operations.

Significant developments stemming from recent U.S. government actions and proposals concerning tariffs
and other economic proposals could have a material adverse effect on Newegg.

As of December 31, 2020, approximately 61% of Newegg’s products that were sold through its platforms were
manufactured in China. Recent U.S. government actions are imposing greater restrictions and economic
disincentives on international trade impacting imports and exports. The U.S. government has adopted changes,
and may adopt further changes, to trade policy and in some cases, to renegotiate, or potentially terminate,
certain existing bilateral or multi-lateral trade agreements. It has initiated the imposition of additional tariffs on
certain foreign goods, including steel and aluminum, semiconductor manufacturing equipment and spare parts
thereof. The government has amended export regulations regarding sales to companies on the U.S. Entity List.
These changes prevent sales of foreign produced direct product of the US that is manufactured using controlled
U.S.-origin equipment, technology, and software located outside the United States to companies on the U.S.
Entity List.

Examples of recent actions are tariffs on steel and aluminum product imports announced by the U.S.
Department of Commerce in March 2018, the scope of which increased on February 8, 2020, and a 25% tariff
on certain products that originate in China announced by the United States Trade Representative, or USTR, in
June 2018. The USTR also announced in June and July 2018 two additional supplemental lists of products that
are subject to tariffs if the goods imported into the United States originate in China, which would increase the
cost of imported products. These supplemental lists issued by the USTR added an additional 25% tariff on
certain semiconductor equipment and parts originating in China that are sold by Newegg or used in its business
in the United States. In August 2018, the second list was made effective with a 25% tariff and in

September 2018 the third list was made effective with a 10% tariff, increasing to 25% in May 2019. A fourth
list was proposed by USTR in May 2019 for all remaining items originating in China. A portion of the fourth
list, was made effective September 1, 2019, with an additional tariff of 15%, reduced to 7.5% on February 14,
2020. The remainder of the fourth list was scheduled to have an additional tariff of 15% go into effect on
December 15, 2019; however on December 13, 2019, the tariffs for the fourth list were suspended after the U.S.
announced it would enter into a trade agreement with China (which we refer to as the Phase 1 Agreement).
Although the Phase 1 Agreement was signed January 15, 2020, implementation has been delayed due to
COVID-19; however, Phase 1 will have no impact on the tariffs imposed on Newegg’s products. A Phase 2
Agreement has not been announced as of date of this proxy statement/prospectus. Any increase in the cost of
importing such goods and parts could decrease Newegg’s margins, reduce the competitiveness of its products,
or inhibit its ability to sell products or purchase necessary parts, which could have a material adverse effect on
its business results, results of operations, or financial condition.

On April 28, 2020 the U.S. Department of Commerce issued new rules that (1) expand the definition of military
end use and (2) eliminate the applicability of certain license exceptions for exports to countries on Country
Group D of Supplement No. 1 to part 740 of the Export Administration Regulations. These changes expand
export license requirements for U.S. companies to sell certain items to companies in China that have operations
that
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could support military end uses, even if the items sold by the U.S. companies are for civilian end use and they
reduce the applicability of license exceptions for exports to those countries listed on Country Group D,
including China. Additionally, amendments have been made to General Prohibition Three (Foreign-Produced
Direct Product Rule) and the Entity List, the most recent of which was effective August 17, 2020. These
amendments expand the restrictions on the sale of foreign-made goods that are based on U.S. technology, and
software located outside the United States to companies on the U.S. Entity List, and regulate the use of U.S.
origin semiconductor manufacturing equipment that produces semiconductor devices for companies on the U.S.
Entity List. The rule changes for export controls may reduce or impair customers’ ability to sell products
internationally, which could in turn decrease the demand for Newegg’s products and have a material adverse
effect on its revenues and profitability. At this time, the additional proposed rule changes are not anticipated to
impact Newegg’s sales of non-U.S. products; however, any unpredicted rule changes could adversely affect its
business results, operations, or financial condition.

Changes in U.S. trade policy could result in one or more U.S. trading partners adopting responsive trade policy
making it more difficult or costly for Newegg s to export its products to those countries. As indicated above,
these measures could also result in increased costs for goods imported into the U.S. This in turn could require
Newegg to increase prices to customers which may reduce demand, or, if it is unable to increase prices, result in
lowering its margin on goods and services sold. To the extent that trade tariffs and other restrictions imposed by
the U.S. increase the price of semiconductor equipment and related parts imported into the U.S., the cost of
materials may be adversely affected and the demand from customers for products and services may be
diminished, which could adversely affect Newegg’s revenues and profitability.

Newegg cannot predict future trade policy, the terms of any renegotiated trade agreements or additional
imposed tariffs and their impact on Newegg’s business. The adoption and expansion of trade restrictions, the
occurrence of a trade war, or other governmental action related to tariffs or trade agreements or policies has the
potential to adversely impact demand for Newegg’s products, its costs, its customers, its suppliers, and the U.S.
economy, which in turn could adversely impact its business, financial condition and results of operations.

Changes in U.S. social, political, regulatory and economic conditions or in laws and policies governing foreign
trade, manufacturing, development and investment in the territories and countries where it currently develops
and sells products, and any negative sentiments towards the United States as a result of such changes, could
adversely affect Newegg’s business. In addition, negative sentiments towards the United States among non-U.S.
customers and among non-U.S. employees or prospective employees could adversely affect sales or hiring and
retention, respectively.

Employment laws in some of the countries in which Newegg operates are relatively stringent.

As of December 31, 2020, Newegg had 1,789 full-time employees, of whom approximately 55% were located
in the United States, 37% in China, 7% in Taiwan, 2% in Canada and 0% in other countries and regions. In
some of the countries in which it operates, employment laws may grant significant job protection to employees,
including rights on termination of employment and setting maximum number of hours and days per week that a
particular employee is permitted to work. In addition, in certain countries in which it operates, Newegg is or
may be required to consult and seek the advice of employee representatives and/or unions. These laws, coupled
with the requirement to consult with any relevant employee representatives and unions, could impact Newegg’s
ability to react to market changes and the needs of its business.

Newegg and certain of its subsidiaries are parties to a revolving credit agreement, which contains a number
of covenants that may restrict Newegg’s current and future operations and could adversely affect Newegg’s
ability to execute business needs.

Newegg and certain of its subsidiaries have entered into a credit agreement with financial institutions which
contain a number of covenants that limit its ability and its subsidiaries’ ability to, among other things, incur
indebtedness, create liens, make investments, merge with other companies, dispose of its assets, prepay other
indebtedness and make dividends and other distributions. The obligations under the credit agreements are also
guaranteed by assets of Newegg or those of Newegg’s subsidiaries. The terms of the credit agreements may
restrict Newegg’s current and future operations and could adversely affect Newegg’s ability to finance its future
operations or capital needs or to execute business strategies in the means or manner desired. In addition,
complying with these covenants may make
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it more difficult for it to successfully execute its business strategy, invest in its growth strategy and compete
against companies who are not subject to such restrictions. The credit agreements also contain financial
covenants that require Newegg to maintain certain minimum financial ratios and maintain an operating banking
relationship with the financial institutions. Although Newegg has been in compliance with the financial
covenants, it cannot guarantee that it will continue to be able to generate sufficient cash flow or sales to meet
the financial covenants or pay the principal or interest under the credit agreements.

If Newegg is unable to comply with its payment requirements, the financial institutions may accelerate
Newegg’s obligations under the credit agreement and foreclose upon the collateral, or it may be forced to sell
assets, restructure its indebtedness or seek additional equity capital, which would dilute shareholders’ interests.
If Newegg fails to comply with any covenant it could result in an event of default under the agreement and the
lenders could make the entire debt immediately due and payable. If this occurs, Newegg might not be able to
repay the debt or borrow sufficient funds to refinance it. Even if new financing is available, it may not be on
terms that are acceptable to Newegg.

Risks Related to Ownership of our Common Shares

If we fail to maintain compliance with NASDAQ Listing Rules, we may be delisted from the NASDAQ
Capital Market, which would result in a limited public market for trading our shares and make obtaining
future debt or equity financing more difficult for us.

Our Class A common shares are traded and listed on the NASDAQ Capital Market under the symbol “LLIT.”
On September 11, 2019, we received a notification letter from the NASDAQ Listing Qualifications Staff of
NASDAQ notifying us that the minimum bid price per share for our Class A common shares had been below
$1.00 for a period of 30 consecutive business days and we therefore no longer met the minimum bid price
requirements set forth in NASDAQ Listing Rule 5550(a)(2). We were granted a compliance period of 180 days,
or until March 9, 2020 to regain compliance.

On January 2, 2020, we received another notification letter from the NASDAQ Listing Qualifications Staff
notifying us that we no longer complied with the minimum of $2.5 million in stockholders’ equity for continued
listing on the NASDAQ Capital Market under NASDAQ’s Listing Rule 5550(b)(1) and that we also did not
comply with either of the two alternative standards of Listing Rule 5550(b), the market value standard and the
net income standard. We thereafter submitted a plan to regain compliance with NASDAQ’s applicable listing
standards. On March 10, 2020, in consideration of our three financings during the first quarter of 2020, from
which we received gross proceeds of approximately $8.08 million, the NASDAQ Listing Qualifications Staff
determined that we complied with the stockholders’ equity requirement set forth in Listing Rule 5550(b)(1). On
that date, we met all applicable requirements for initial listing on the NASDAQ Capital Market, other than the
minimum bid price requirement. The NASDAQ Listing Qualifications Staff recognized our intention of curing
the minimum bid price deficiency by effecting a reverse stock split, and granted a second compliance period of
180 days, or until September 8, 2020, to regain compliance. The second compliance period was thereafter
extended to November 20, 2020 by NASDAQ per SR-NASDAQ-2020-021. On October 21, 2020, we
effectuated a share combination of our common shares at a ratio of one-for-eight in order to increase the per
share trading price of our Class A common shares to satisfy the $1.00 minimum bid price requirement. We
regained compliance with the minimum bid price rule on November 10, 2020.

However, there is no assurance that we will be able to continue to maintain our compliance with the NASDAQ
continued listing requirements. If we fail to do so, our Class A common shares may lose their status on
NASDAQ Capital Market and they would likely be traded on the over-the-counter markets, including the Pink
Sheets market. As a result, selling our common shares could be more difficult because smaller quantities of
shares would likely be bought and sold, transactions could be delayed, and security analysts’ coverage of us
may be reduced. In addition, in the event our common shares are delisted, broker dealers would bear certain
regulatory burdens which may discourage broker dealers from effecting transactions in our common shares and
further limit the liquidity of our shares. These factors could result in lower prices and larger spreads in the bid
and ask prices for our common shares. Such delisting from NASDAQ and continued or further declines in our
common share price could also greatly impair our ability to raise additional necessary capital through equity or
debt financing and could significantly increase the ownership dilution to shareholders caused by our issuing
equity in financing or other transactions.
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An active trading market for our common shares may not develop and the trading price for the common
shares may fluctuate significantly.

It is a closing condition to merger that our common shares continue to list on NASDAQ. The post-merger entity
will be required to meet the initial listing standards of NASDAQ, which are generally more stringent than
NASDAQ’s continued listing standards. We may not be able to meet those initial listing requirements. Even if
our common shares are approved for listing on NASDAQ upon completion of the merger, we cannot assure you
that a liquid public market for our common shares will develop. If an active public market for our common
shares does not develop, the market price and liquidity of our common shares may be materially and adversely
affected.

The trading price of the common shares is likely to be volatile and could fluctuate widely due to multiple
factors, some of which are beyond our control.

The market price of our common shares is volatile, and this volatility may continue. This may happen because
of broad market and industry factors. In addition to market and industry factors, the price and trading volume
for the common shares may be highly volatile due to other factors, including the following:

. variations in our revenues, operating costs and expenses, earnings, and cash flow;

. announcements of new investments, acquisitions, strategic partnerships or joint ventures by us or
our competitors;

. announcements about our earnings that are not in line with analysts’ expectations;
. announcements of new products and services by us or our competitors;
. changes in financial estimates by securities analysts;

. detrimental adverse publicity about us, our shareholders, affiliates, directors, officers or employees,
our product offerings, our business model, or our industry;

. announcements of new regulations, rules or policies relevant for our business;
. additions or departures of key personnel;
. release of lock-up or other transfer restrictions on our outstanding equity securities or sales of

additional equity securities; and
. potential litigation or regulatory investigations.

Any of these factors may result in large and sudden changes in the volume and price at which the common
shares will trade.

In the past, shareholders of a public company often brought securities class action suits against the company
following periods of instability in the market price of that company’s securities. If we were involved in a

class action suit, it could divert a significant amount of our management’s attention and other resources from
our business and operations, which could harm our results of operations and require us to incur significant
expenses to defend the suit. Any such class action suit, whether or not successful, could harm our reputation and
restrict our ability to raise capital in the future. In addition, if a claim is successfully made against us, we may
be required to pay significant damages, which could have a material adverse effect on our financial condition
and results of operations.

If we were delisted from NASDAQ, we may become subject to the trading complications experienced by
“Penny Stocks” in the over-the-counter market.

Delisting from NASDAQ may cause our common shares to become subject to the SEC’s “penny stock” rules.
The SEC generally defines a penny stock as an equity security that has a market price of less than $5.00 per
share or an exercise price of less than $5.00 per share, subject to certain exemptions. One such exemption is to
be listed on NASDAQ. Therefore, if we were to be delisted from NASDAQ, our common shares could become
subject to the SEC’s “penny stock” rules. These rules require, among other things, that any broker engaging in a
purchase or sale of our securities provide its customers with: (i) a risk disclosure document, (ii) disclosure of
market quotations, if any, (iii) disclosure of the compensation of the broker and its salespersons in the
transaction, and (iv) monthly
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account statements showing the market values of our securities held in the customer’s accounts. A broker would
be required to provide the bid and offer quotations and compensation information before effecting the
transaction. This information must be contained on the customer’s confirmation. Generally, brokers are less
willing to effect transactions in penny stocks due to these additional delivery requirements. These requirements
may make it more difficult for shareholders to purchase or sell our common shares. Since the broker, not us,
prepares this information, we would not be able to assure that such information is accurate, complete or current.

We are a “controlled company” within the meaning of the NASDAQ rules and, as a result, qualify for
exemptions from certain corporate governance requirements. You will not have the same protections afforded
to shareholders of companies that are subject to such requirements.

Currently, and after completion of the merger, Hangzhou Lianluo, Digital Grid and their affiliates are and will
continue to control a majority of the voting power of our outstanding common shares. As a result, we will
continue to be a “controlled company” within the meaning of NASDAQ’s corporate governance standards.
Under these rules, a company of which more than 50% of the voting power is held by an individual, group or
another company is a “controlled company.” For so long as we remain a controlled company under this
definition, we are permitted to elect to rely on certain exemptions from corporate governance rules, including:

. an exemption from the rule that a majority of our board of directors must be independent directors;

. an exemption from the rule that the compensation of our chief executive officer must be determined
or recommended solely by independent directors; and

. an exemption from the rule that our director nominees must be selected or recommended solely by
independent directors.

As a result, you will not have the same protection afforded to shareholders of companies that are subject to
these corporate governance requirements.

If securities or industry analysts do not publish research or reports about our business, or if they adversely
change their recommendations regarding our A common shares, the market price for our common shares
and trading volume could decline.

The trading market for our common shares will be influenced by research or reports that industry or securities
analysts publish about our business. If one or more analysts who cover us downgrade our common shares, the
market price for our common shares would likely decline. If one or more of these analysts cease to cover us or
fail to regularly publish reports on us, we could lose visibility in the financial markets, which in turn could
cause the market price or trading volume for our common shares to decline.

Techniques employed by short sellers may drive down the market price of our common shares.

Short selling is the practice of selling securities that the seller does not own but rather has borrowed from a third
party with the intention of buying identical securities back at a later date to return to the lender. The short seller
hopes to profit from a decline in the value of the securities between the sale of the borrowed securities and the
purchase of the replacement shares, as the short seller expects to pay less in that purchase than it received in the
sale. As it is in the short seller’s interest for the price of the security to decline, many short sellers publish, or
arrange for the publication of, negative opinions and allegations regarding the relevant issuer and its business
prospects in order to create negative market momentum and generate profits for themselves after selling a
security short. These short attacks appear to have, in the past, led to selling of our shares in the market. If we
were to become the subject of any unfavorable allegations, whether such allegations are proven to be true or
untrue, we could have to expend a significant amount of resources to investigate such allegations and/or defend
ourselves. We may not be able defend against any such short seller attacks, and may be constrained in the
manner in which we can proceed against the relevant short seller by principles of freedom of speech, applicable
state law or issues of commercial confidentiality.
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Because we do not expect to pay dividends in the foreseeable future, you must rely on a price appreciation of
our common shares for a return on your investment.

We currently intend to retain most, if not all, of our funds and any future earnings to fund the development and
growth of our business. As a result, we do not expect to pay any cash dividends in the foreseeable future.
Therefore, you should not rely on an investment in our common shares as a source for any future dividend
income.

Our board of directors has complete discretion as to whether to distribute dividends, subject to our amended and
restated memorandum and articles of association and certain requirements of BVI law. Under BVI law, a BVI
company may pay a dividend provided the directors are satisfied that immediately following the dividend the
value of the company’s assets will exceed its liabilities and the company will be able to pay its debts as they fall
due. Even if our board of directors decides to declare and pay dividends, the timing, amount and form of future
dividends, if any, will depend on our future results of operations and cash flow, our capital requirements and
surplus, the amount of distributions, if any, received by us from our subsidiaries, our financial condition,
contractual restrictions, and other factors deemed relevant by our board of directors. Accordingly, the return on
your investment in our common shares will likely depend entirely upon any future price appreciation of our
common shares. There is no guarantee that our common shares will appreciate in value or even maintain the
price at which you purchased our common shares. You may not realize a return on your investment in our
common shares and you may even lose your entire investment in our common shares. Additionally, because we
are a holding company, our ability to pay dividends on our common shares may be limited by restrictions on the
ability of our subsidiaries to pay dividends or make distributions to us, including restrictions that are imposed
under the terms of the agreements governing our subsidiaries’ loan and credit facilities. There is no assurance
that future dividends will be paid, and if dividends are paid, there is no assurance with respect to the amount of
such dividend.

Investors may have difficulty enforcing judgments against us, our directors and management.

We are incorporated under the laws of the BVI and many of our directors and officers reside outside the
United States. Moreover, many of these persons do not have significant assets in the United States. As a result,
it may be difficult or impossible to effect service of process within the United States upon these persons, or to
recover against us or them on judgments of U.S. courts, including judgments predicated upon the civil liability
provisions of the U.S. federal securities laws.

The courts of the BVI would not automatically enforce judgments of U.S. courts obtained in actions against us
or our directors and officers, or some of the experts named herein, predicated upon the civil liability provisions
of the U.S. federal securities laws, or entertain actions brought in the BVI against us or such persons predicated
solely upon U.S. federal securities laws. Further, there is no treaty in effect between the United States and the
BVI providing for the enforcement of judgments of U.S. courts in civil and commercial matters, and there are
grounds upon which BVI courts may decline to enforce the judgments of U.S. courts. Some remedies available
under the laws of U.S. jurisdictions, including remedies available under the U.S. federal securities laws, may
not be allowed in the BVI courts if contrary to public policy in the BVI. Because judgments of U.S. courts are
not automatically enforceable in the BVI, it may be difficult for you to recover against us or our directors and
officers based upon such judgments.

In addition, under PRC law, a foreign judgment, which does not otherwise violate basic legal principles, state
sovereignty, safety or social public interest, may be recognized and enforced by a PRC court, based either on
treaties between China and the country where the judgment is made or on principles of reciprocity between
jurisdictions. As currently there exists no treaty or other form of reciprocity between China and the U.S.
governing the recognition and enforcement of judgments, including those predicated upon the liability
provisions of the U.S. federal securities laws, there is uncertainty whether and on what basis a PRC court would
enforce judgments rendered by United States courts.

Certain types of class or derivative actions generally available under U.S. law may not be available as a result
of the fact that we are incorporated in the BVI. As a result, the rights of shareholders may be limited.

Shareholders of BVI companies may not have standing to initiate a shareholder derivative action in a court of
the United States. The BVI courts are also unlikely to recognize or enforce against us judgments of courts in the
United States based on certain liability provisions of U.S. securities law or to impose liabilities against us, in
original actions brought in the BVI, based on certain liability provisions of U.S. securities laws that are penal in
nature.
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You may have more difficulty protecting your interests than you would as a shareholder of a U.S.
corporation.

Our corporate affairs will be governed by the provisions of our amended and restated memorandum and articles
of association, as amended and restated from time to time, and by the provisions of applicable BVI law. The
rights of shareholders and the fiduciary responsibilities of our directors and officers under BVI law are not as
clearly established as they would be under statutes or judicial precedents in some jurisdictions in the

United States, and some states (such as Delaware) have more fully developed and judicially interpreted bodies
of corporate law.

These rights and responsibilities are to a large extent governed by the British Virgin Island Business Companies
Act, 2004 as amended from time to time, or the BVI Act, and the common law of the BVI. The common law of
the BVI is derived in part from judicial precedent in the BVI as well as from English common law, which has
persuasive, but not binding, authority on a court in the BVI. In addition, BVI law does not make a distinction
between public and private companies and some of the protections and safeguards (such as statutory pre-
emption rights, save to the extent expressly provided for in the memorandum and articles of association) that
investors may expect to find in relation to a public company are not provided for under BVI law.

There may be less publicly available information about us than is regularly published by or about U.S. issuers.
Also, the BVI regulations governing the securities of BVI companies may not be as extensive as those in effect
in the United States, and the BVI law and regulations regarding corporate governance matters may not be as
protective of our shareholders as state corporation laws in the United States. Therefore, you may have more
difficulty protecting your interests in connection with actions taken by our directors and officers or our principal
shareholders than you would as a shareholder of a corporation incorporated in the United States.

The laws of BVI provide limited protections for our shareholders, so our shareholders will not have the same
options as to recourse in comparison to the United States if the shareholders are dissatisfied with the conduct

of our affairs.

Under the laws of the BVI there is limited statutory protection of our shareholders other than the provisions of
the BVI Act dealing with shareholder remedies. The principal protections under BVI statutory law are
derivative actions, actions brought by one or more shareholders for relief from unfair prejudice, oppression and
unfair discrimination and/or to enforce the BVI Act or the memorandum and articles of association.
Shareholders are entitled to have the affairs of the company conducted in accordance with the BVI Act and the
memorandum and articles of association, and are entitled to payment of the fair value of their respective shares
upon dissenting from certain enumerated corporate transactions.

There are common law rights for the protection of shareholders that may be invoked, largely dependent on
English company law, since the common law of the BVI is limited. Under the general rule pursuant to English
company law known as the rule in Foss v. Harbottle, a court will generally refuse to interfere with the
management of a company at the insistence of a minority of its shareholders who express dissatisfaction with
the conduct of the company’s affairs by the majority or the board of directors. However, every shareholder is
entitled to seek to have the affairs of the company conducted properly according to law and the constitutional
documents of the company. As such, if those who control the company have persistently disregarded the
requirements of company law or the provisions of the company’s memorandum and articles of association, then
the courts may grant relief. Generally, the areas in which the courts will intervene are the following: (i) a
company is acting or proposing to act illegally or beyond the scope of its authority; (ii) the act complained of,
although not beyond the scope of the authority, could only be effected if duly authorized by more than the
number of votes which have actually been obtained; (iii) the individual rights of the plaintiff shareholder have
been infringed or are about to be infringed; or (iv) those who control the company are perpetrating a “fraud on
the minority.”

These rights may be more limited than the rights afforded to our shareholders under the laws of states in the
United States.

Other than as set forth in the BVI Act, shareholders of BVI companies like us have no general rights under BVI
law to inspect corporate records or to obtain copies of lists of shareholders of these companies. Our directors
have discretion to determine whether or not, and under what conditions, our corporate records may be inspected
by our shareholders, but are not obliged to make them available to our shareholders, other than as set forth in
the BVI Act. This may make it more difficult for you to obtain the information needed to establish any facts
necessary for a shareholder motion or to solicit proxies from other shareholders in connection with a proxy
contest.



72




Table of Contents

As a result of all of the above, our public shareholders may have more difficulty in protecting their interests in
the face of actions taken by our management, members of the board of directors or controlling shareholders than
they would as public shareholders of a company incorporated in the United States.

As a company incorporated in the BVI, we are permitted to adopt certain home country practices in relation
to corporate governance matters that differ significantly from NASDAQ corporate governance listing
standards. These practices may afford less protection to shareholders than they would enjoy if we complied
Sfully with NASDAQ’s corporate governance listing standards.

As a BVI company listed on the NASDAQ Capital Market, we are subject to NASDAQ’s corporate governance
listing standards. However, NASDAQ rules permit a foreign private issuer like us to follow the corporate
governance practices of its home country. Certain corporate governance practices in the BVI, which is our home
country, may differ significantly from the NASDAQ corporate governance listing standards. After the
completion of the merger, we intend to follow some or all BVI corporate governance practices in lieu of the
corporate governance requirements of NASDAQ that listed companies must have for as long as we qualify as a
foreign private issuer.

For instance, we are not required to:

. have a majority of the board be independent (although all of the members of the audit committee
must be independent under the Exchange Act);

. have a compensation committee and a nominating committee to be comprised solely of independent
directors; and

. hold an annual meeting of shareholders no later than one year after the end of the Company’s fiscal
year-end.

To the extent we choose to follow home country practice in the future, our shareholders may be afforded less
protection than they otherwise would enjoy under NASDAQ’s corporate governance listing standards applicable
to U.S. domestic issuers.

We are a foreign private issuer within the meaning of the rules under the Exchange Act, and as such we are
exempt from certain provisions applicable to U.S. domestic public companies.

Because we qualify as a foreign private issuer under the Exchange Act, we are exempt from certain provisions
of the securities rules and regulations in the United States that are applicable to U.S. domestic issuers,
including:

. the rules under the Exchange Act requiring the filing with the SEC of quarterly reports on Form 10-
Q or current reports on Form 8-K;

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

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

. the rules under Regulation FD governing selective disclosure rules of material nonpublic
information.

We are and will continue to be required to file an annual report on Form 20-F within four months of the end of
each fiscal year. In addition, after the completion of merger, we intend to publish our results on a semi-annual
basis as press releases, distributed pursuant to the rules and regulations of NASDAQ. Press releases relating to
financial results and material events will also be furnished to the SEC on Form 6-K. However, the information
we are required to file with or furnish to the SEC will be less extensive and less timely compared to that
required to be filed with the SEC by U.S. domestic issuers. As a result, you may not be afforded the same
protections or information that would be made available to you were you investing in a U.S. domestic issuer.
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THE COMPANIES

Lianluo Smart Limited

The Company, through its wholly owned Chinese subsidiaries, has been engaged in the medical device
business, currently focusing on the development, production and marketing of sleep respiratory analysis system
in China.

The Company has developed and distributed medical devices, with a focus on sleep respiratory solutions for
OSAS, since 2010. The Company provides users with medical grade detection and monitoring, long-distance
treatment and integration solutions of professional rehabilitation. Since 2018, the Company has been providing
examination services to hospitals and medical centers through its proprietary medical wearable devices, and
doctors are able to refer to examination results provided by such devices in making diagnoses regarding OSAS.

The Company was incorporated pursuant to the laws of the BVI on July 22, 2003 under the name “De-Haier
Medical Systems Limited.” It changed its name to “Lianluo Smart Limited” on November 21, 2016. As a
holding company, the Company does not conduct any operations and instead relies on Lianluo Connection, and
prior to August 2020, Beijing Dehaier, to operate in China.

The Company’s Class A common shares are listed on the NASDAQ Capital Market under the symbol “LLIT.”
The Company’s principal executive offices are located at Room 1003B, 10" Floor, BeiKong Technology
Building, No. 10 Baifuquan Road, Changping District, Beijing 102200, People’s Republic of China, and its
telephone number is +86-10-89788107.

On October 21, 2020, we completed a share combination of our common shares at a ratio of one-for-eight,
which decreased our outstanding Class A common shares from 17,685,475 shares to 2,210,683 shares and our
outstanding Class B common shares from 11,111,111 shares to 1,388,888 shares. This share combination also
decreased our authorized shares to 6,250,000 common shares of par value of $0.021848 each, of which
4,736,111 are designated as Class A common shares and 1,513,889 are designated as Class B common shares.
Accordingly, except as otherwise indicated, all share and per share information contained in this proxy
statement/prospectus has been restated to retroactively show the effect of this share combination.

See “Information about the Company” and “Management Discussion and Analysis of Financial Condition and
Results of Operations for the Company” for important business and financial information regarding the
Company.

Lightning Delaware Sub, Inc.

Merger Sub was formed in the State of Delaware on September 23, 2020 and is a wholly owned subsidiary of
the Company. Merger Sub was formed solely for the purpose of completing the merger. Merger Sub has not
carried on any activities to date, except for activities incidental to its formation and activities undertaken in
connection with the merger agreement and the merger.

Merger Sub is a privately-held corporation and its securities do not trade on any marketplace. The principal
executive offices of Merger Sub are located at ¢/o the Company, Room 1003B, 10" Floor, BeiKong Technology
Building, No. 10 Baifuquan Road, Changping District, Beijing 102200, People’s Republic of China, and its
telephone number is +86-10-89788107.

Newegg Inc.

Newegg is a tech-focused e-commerce company in North America, and ranked second after Best Buy as the
global top electronics online marketplace according to Web Retailer’s report, as measured by 32.4 million visits
per month in 2019. Through newegg.com and other online platforms, Newegg operates a direct sales and
marketplace models for IT computer components, consumer electronics, entertainment, smart home and gaming
products and provides certain third party logistics services globally.

Newegg is a privately-held corporation and its securities do not trade on any marketplace. The principal
executive offices of Newegg are located at 17560 Rowland Street, City of Industry, CA 91748, and its telephone
number is 626-271-9700. Newegg maintains a website at www.newegg.com. Information on Newegg’s website
is not incorporated by reference into or otherwise part of this proxy statement/prospectus.

See “Information about Newegg” and “Management Discussion and Analysis of Financial Condition and
Results of Operations for Newegg” for important business and financial information regarding Newegg.
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SPECIAL MEETING OF SHAREHOLDERS

We are providing this proxy statement/prospectus to our shareholders in connection with the solicitation
of proxies to be voted at the special meeting (or any adjournment or postponement of the special
meeting).

Date, Time and Location

Together with this proxy statement/prospectus, we are also sending shareholders a notice of the special meeting
and a form of proxy card that is solicited by our board of directors for use at the special meeting to be held on
May 12, 2021 at 10:00 a.m., local time, at our offices located at Room 1003B, 10" Floor, BeiKong Technology
Building, No. 10 Baifuquan Road, Changping District, Beijing, 102200, People’s Republic of China, and any
adjournments or postponements of the special meeting.

Only shareholders or their proxy holders may attend the special meeting.

Purpose
At the special meeting, shareholders will be asked to consider and vote on the following proposals:
. to adopt the merger agreement (we refer to this proposal as the merger proposal);
. to adopt the disposition agreement (we refer to this proposal as the disposition proposal);

. to approve the redesignation of all issued and unissued Class A common shares of par value of
$0.021848 ecach and Class B common shares of par value of $0.021848 each into common shares of
par value of $0.021848 each on a one to one basis, thus eliminating the Company’s dual class
structure (we refer to this proposal as the redesignation proposal);

. to approve a share combination of our issued and outstanding common shares by a ratio of not less
than one-for-two and not more than one-for-fifty at any time no later than June 30, 2021, with the
exact ratio to be set at a whole number within this range, as determined by our board of directors in
its sole discretion (we refer to this proposal as the share combination proposal);

. to approve an increase of the number of common shares that the Company is authorized to an
unlimited number of common shares (we refer to this proposal as the share increase proposal);

. to approve a change of the name of the Company to “Newegg Commerce, Inc.” (we refer to this
proposal as the name change proposal);

. to approve an amendment and restatement of our current amended and restated memorandum and
articles of association to effect the redesignation proposal, the share combination proposal, the share
increase proposal and the name change proposal, as well as certain other amendments described in
this proxy statement/prospectus (we refer to this proposal as the charter amendment proposal); and

. to approve the adjournment of the special meeting if necessary to solicit additional proxies if there
are not sufficient votes to approve the merger proposal, the disposition proposal, the redesignation
proposal, the share combination proposal, the share increase proposal, the name change proposal or
the charter amendment proposal at the time of the special meeting, or any adjournment or
postponement thereof (we refer to this proposal as the adjournment proposal).

Under our memorandum and articles of association, the business to be conducted at the special meeting will be
limited to the proposals set forth in the notice to shareholders provided with this proxy statement/prospectus.

Recommendations of Board of Directors

Each of the special committee and our board of directors unanimously recommends that shareholders vote
“FOR” the merger proposal, “FOR” the disposition proposal, “FOR” the redesignation proposal, “FOR” the
share combination proposal, “FOR” the share increase proposal, “FOR” the name change proposal, “FOR” the
charter amendment proposal and “FOR” the adjournment proposal.
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Record Date; Outstanding Shares; Shareholders Entitled to Vote

Our board of directors has fixed the close of business on March 26, 2021 as the record date for determination of
the shareholders entitled to vote at the special meeting, or any adjournment or postponement thereof. Only
shareholders of record at the record date are entitled to receive notice of, and to vote at, the special meeting, or
any adjournment or postponement thereof. As of the close of business on the record date, there were 3,465,683
Class A common shares and 1,388,888 Class B common shares outstanding and entitled to vote at the special
meeting. Each Class A common share is entitled to one vote per share and each Class B common share is
entitled to ten votes per share.

Quorum

The presence at the commencement of the special meeting, in person or by proxy, of not less than 50% of the
votes of the common shares issued and outstanding and entitled to vote constitutes a quorum for the special
meeting. Abstentions will be deemed present at the special meeting for the purpose of determining the presence
of a quorum. Shares held in “street name” with respect to which the beneficial owner fails to give voting
instructions to the broker, bank or other nominee holder of record will not be deemed present at the special
meeting for the purpose of determining the presence of a quorum.

Shares held in “street name” with respect to which the beneficial owner fails to give voting instructions to the
broker, bank or other nominee holder of record on any of the proposals to be voted on at the special meeting,
and shares with respect to which the beneficial owner otherwise fails to vote, will not be deemed present at the
special meeting for the purpose of determining the presence of a quorum. Accordingly, we encourage you to
provide voting instructions to your broker, whether or not you plan to attend the special meeting.

Required Vote

Assuming that a quorum is present, the merger agreement requires the affirmative vote of both (i) a majority of
the votes cast at the special meeting and (ii) a majority of the votes cast at the special meeting which are not
beneficially owned by Hangzhou Lianluo in order to approve the merger proposal, the disposition proposal, the
redesignation proposal, the share combination proposal, the share increase proposal, the name change proposal
and the charter amendment proposal. In addition, assuming that a quorum is present, approval of the
redesignation proposal also requires the affirmative vote of a majority of the issued and outstanding Class B
common shares entitled to vote and voting on that proposal at the special meeting. The affirmative vote of a
majority of the votes cast at the special meeting is required to approve the adjournment proposal.

Share Ownership of and Voting by Directors and Executive Officers

At the record date for the special meeting (the close of business on March 26, 2021), our directors and executive
officers and their affiliates did not beneficially own any common shares of the Company.

Support Agreements

In conjunction with the merger agreement, Hangzhou Lianluo and its affiliate, Hyperfinite Galaxy Holding
Limited, entered into a Support Agreement dated as of October 23, 2020 pursuant to which such shareholders
agreed to vote in favor of the each of the proposals described in this proxy statement/prospectus. Hangzhou
Lianluo is our controlling shareholder, and is controlled by Mr. Zhitao He, our former Chairman of Board of
Directors and former Chief Executive Officer. Hyperfinite Galaxy Holding Limited is also controlled by Mr.
He. Collectively, Hangzhou Lianluo and Hyperfinite Galaxy Holding Limited have voting control over 58,937
outstanding Class A common shares and 1,388,888 outstanding Class B common shares, which collectively
comprise over 80.4% of the voting power of our outstanding common shares as of the record date.

Mr. Ping Chen, our former Chief Executive Officer and board member, also entered into a similar Support
Agreement. Mr. Chen holds 201,692 outstanding Class A common shares, which represents approximately 5.9%
of the outstanding voting power which is not controlled by Hangzhou Lianluo as of the record date. Mr. Chen
also holds options exercisable for an additional 65,733 Class A common shares at exercise prices ranging from
$11.60 to $42.48 per share.
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Voting of Shares

Via the Internet or by Telephone

If you hold shares directly in your name as a shareholder of record, you may vote via the Internet or by
telephone in accordance with the instructions on your proxy card. In order to submit a proxy to vote via the
Internet or by telephone, you will need the control number on your proxy card (which is unique to each
shareholder to ensure all voting instructions are genuine and to prevent duplicate voting). Votes may be
submitted via the Internet or by telephone 24 hours a day, seven days a week, and must be received by 10:00
a.m. (Eastern Time) on May 11, 2021.

If you hold shares in “street name,” meaning through a broker, bank or other nominee holder of record, you may
vote via the Internet only if Internet voting is made available by your broker, bank or other nominee holder of
record. Please follow the voting instructions provided by your broker, bank or other nominee holder of record
with these materials.

By Mail

If you hold shares directly in your name as a shareholder of record, you may submit a proxy card to vote your
shares by mail. You will need to complete, sign and date your proxy card and return it using the postage-paid
return envelope provided. Your proxy card must be received no later than the close of business on May 11,
2021.

If you hold shares in “street name,” meaning through a broker, bank or other nominee holder of record, in order
to provide voting instructions by mail, you will need to complete, sign and date the voting instruction form
provided by your broker, bank or other nominee holder of record with these materials and return it in the
postage-paid return envelope provided. Your broker, bank or other nominee holder of record must receive your
voting instruction form in sufficient time to vote your shares.

In Person

If you hold shares directly in your name as a shareholder of record, you may vote in person at the special
meeting. Shareholders of record also may be represented by another person at the special meeting by executing
a proper proxy designating that person and having that proper proxy be presented to the judge of election with
the applicable ballot at the special meeting.

When a shareholder of record submits a proxy via the Internet or by telephone, his or her proxy is recorded
immediately. You are encouraged to register your vote via the Internet or by telephone whenever possible. If
you submit a proxy via the Internet or by telephone, please do not return your proxy card by mail. If you attend
the meeting, you may also vote in person. Any votes that you previously submitted — whether via the Internet
or by telephone — will be revoked and superseded by any vote that you cast at the special meeting. Your
attendance at the special meeting alone will not revoke any proxy previously given.

If you hold shares in “street name” through a broker, bank or other nominee holder of record, you must obtain a
proxy, executed in your favor, from the bank or broker to be able to vote in person at the special meeting. To
request a proxy, please contact your broker, bank or other nominee holder of record.

Whether you vote via the Internet, by telephone or mail, or in person, if your shares are held in an account at a
broker, bank or other nominee holder of record (i.e., in “street name”), you must instruct the broker, bank or
other nominee holder of record on how to vote your shares. Your broker, bank or other nominee holder of record
will vote your shares only if you provide instructions on how to vote by filling out the voting instruction form
sent to you by your broker, bank or other nominee holder of record with this proxy statement/prospectus.
Brokers, banks and other nominee holders of record who hold shares in “street name” typically have the
authority to vote in their discretion on “routine” proposals when they have not received instructions on how to
vote from the beneficial owner. However, brokers, banks and other nominee holders of record typically are not
allowed to exercise their voting discretion on matters that are “non-routine” without specific instructions on
how to vote from the beneficial owner. Under the current rules of the NYSE, all proposals to be considered at
the special meeting as described in this proxy statement/prospectus are considered non-routine. Therefore
brokers, banks and other nominee holders of record do not have discretionary authority to vote on these
proposals.
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All shares represented by each properly completed and valid proxy received before or at the special meeting
will be voted in accordance with the instructions given in the proxy. If a shareholder signs a proxy card and
returns it without giving instructions for the voting on any proposal, the shares represented by that proxy card
will be voted “FOR” each proposal at the time of the special meeting.

Your vote is very important, regardless of the number of shares you own. Whether or not you expect to
attend the special meeting in person, please vote or otherwise submit a proxy to vote your shares as
promptly as possible so that your shares may be represented and voted at the special meeting. If your
shares are held in the name of a bank, broker or other nominee holder of record, please follow the
instructions on the voting instruction form furnished to you by such record holder.

Revocability of Proxies; Changing Your Vote

You may revoke your proxy or change your vote at any time before the closing of the polls at the special
meeting. If you are a shareholder of record at the record date (the close of business on March 26, 2021), you can
revoke your proxy or change your vote by:

. sending a signed notice stating that you revoke your proxy to us that bears a date later than the date
of the proxy you want to revoke and is received prior to the special meeting;

. submitting a valid, later-dated proxy via the Internet or by telephone before 10:00 a.m. (Eastern
Time) on May 11, 2021, or by mail that is received prior to the special meeting; or

. attending the special meeting (or, if the special meeting is adjourned or postponed, attending the
adjourned or postponed meeting) and voting in person, which automatically will cancel any proxy
previously given, or revoking your proxy in person, but your attendance alone will not revoke any
proxy previously given.

If you hold your shares in “street name” through a broker, bank or other nominee holder of record, you must
contact your brokerage firm, bank or other nominee holder of record to change your vote or obtain a written
legal proxy to vote your shares if you wish to cast your vote in person at the special meeting.

Solicitation of Proxies; Expenses of Solicitation

This proxy statement/prospectus is being provided to holders of our common shares in connection with the
solicitation of proxies by our board of directors to be voted at the special meeting and at any adjournments or
postponements of the special meeting. We will bear all costs and expenses in connection with the solicitation of
proxies, including the costs of filing, printing and mailing this proxy statement/prospectus for the special
meeting.

In addition to solicitation by mail, directors, officers and employees of the Company or Newegg or their
respective subsidiaries may solicit proxies from our shareholders by telephone, email, personal interview or
other means. We currently do not expect to incur any costs beyond those customarily expended for a solicitation
of proxies. None of our or Newegg’s directors, officers and employees will receive additional compensation for
their solicitation activities but may be reimbursed for reasonable out-of-pocket expenses incurred by them in
connection with the solicitation. Brokers, dealers, commercial banks, trust companies, fiduciaries, custodians
and other nominees have been requested to forward proxy solicitation materials to their customers, and such
nominees will be reimbursed for their reasonable out-of-pocket expenses.

Householding

Unless we have received contrary instructions, we may send a single copy of this proxy statement/prospectus
and notice to any household at which two or more shareholders reside if we believe the shareholders are
members of the same family. Each shareholder in the household will continue to receive a separate proxy card.
This process, known as “householding,” reduces the volume of duplicate information received at your
household and helps to reduce our expenses.
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Adjournment

Shareholders are being asked to approve a proposal that will give our board of directors authority to adjourn the
special meeting one or more times for the purpose of soliciting additional proxies in favor of the merger
proposal, the disposition proposal, the redesignation proposal, the share combination proposal, the share
increase proposal, the name change proposal, or the charter amendment proposal if there are not sufficient votes
at the time of the special meeting to approve such proposals. If the adjournment proposal is approved, the
special meeting could be adjourned to any date. In addition, our board of directors, with or without shareholder
approval, could postpone the meeting before it commences, whether for the purpose of soliciting additional
proxies or for other reasons. If the special meeting is adjourned for the purpose of soliciting additional proxies,
shareholders who have already submitted their proxies will be able to revoke them at any time prior to their use.

Other Information

The matters to be considered at the special meeting are of great importance to our shareholders. Accordingly,
you are urged to read and carefully consider the information contained in this proxy statement/prospectus and
submit your proxy via the Internet or by telephone or complete, date, sign and promptly return the enclosed
proxy card in the enclosed postage-paid envelope. If you submit your proxy via the Internet or by telephone,
you do not need to return the enclosed proxy card.

Assistance

If you need assistance in completing your proxy card or have questions regarding the special meeting, please
contact:

Lianluo Smart Limited
Room 1003B, 10® Floor, BeiKong Technology Building
No. 10 Baifuquan Road, Changping District
Beijing 102200
People’s Republic of China
Attention: Corporate Secretary
Telephone: 86-10-89788107
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PROPOSAL I: THE MERGER

General

This proxy statement/prospectus is being provided to shareholders in connection with the solicitation of proxies
by our board of directors to be voted at the special meeting and at any adjournments or postponements of the
special meeting. At the special meeting, we will ask shareholders to, among other things, adopt the merger
agreement.

The merger agreement provides for the merger of Merger Sub with and into Newegg, with Newegg continuing
as the surviving corporation and a wholly owned subsidiary of the Company. The merger will not be
completed unless shareholders adopt the merger agreement and approve the other matters to be
considered at the special meeting. A copy of the merger agreement is attached as Annex A to this proxy
statement/prospectus and incorporated herein by reference. You are urged to read the merger agreement in its
entirety because it is the legal document that governs the merger. For additional information about the merger
agreement, see “The merger Agreement.”

If the merger is completed, each share of the capital stock of Newegg that was issued and outstanding
immediately prior to the effective time of the merger will be converted into the right to receive 5.8417 common
shares of the Company (which we refer to as the exchange ratio), plus the right, if any, to receive cash in lieu of
fractional shares of the Company (which we collectively refer to as the merger consideration); provided that the
exchange ratio shall be appropriately adjusted to reflect the effect of any share split, split-up, reverse share split,
share dividend or distribution of securities convertible into the Company’s common shares or Newegg’s capital
stock or any reorganization, recapitalization, reclassification or other like change with respect to Company’s
common shares or Newegg’s capital stock having a record date occurring on or after the date of the merger
agreement and prior to the completion of the merger.

Background of the Merger

Our Company and Newegg have been affiliated with each other since at least 2017 through common control.
Hangzhou Lianluo acquired a controlling interest in our Company in a stock purchase transaction entered into
on April 28, 2016 and completed on August 18, 2016. Hangzhou Lianluo, through its wholly-owned subsidiary
Digital Grid, acquired a controlling interest in Newegg in a stock purchase transaction that was entered into on
August 15,2016 and completed on March 30, 2017. Digital Grid and Hangzhou Lianluo are both controlled by
our principal shareholder, former Chairman of the board and former chief executive officer, Mr. Zhitao He. The
investment in Newegg and the investment in the Company were part of a general effort by Mr. He to diversify
his investments, but were otherwise unrelated to each other.

Although affiliated by common control, Newegg and the Company have historically operated independently
from each other, with separate businesses. From March 30, 2017 to August 12, 2020, Mr. He served
simultaneously as the Chairman of our board and as either the Chairman or member of Newegg’s board. Mr. He
also served as our Chief Executive Officer from April 1, 2020 to August 12, 2020. Ms. Yingmei Yang has
served as our interim chief financial officer since March 15, 2018 and as our board member since April 1, 2020,
while she simultaneously served as a board member of Newegg since July 1, 2018 and as the Vice President of
Capital Markets for Newegg since March 26, 2020. In addition, Mr. Li Chen was appointed by Hangzhou
Lianluo to serve on Newegg’s board from March 31, 2017 to July 1, 2018 while he also served as the legal
representative and director of our former subsidiary, Beijing Dehaier, from July 26, 2017 to January 25, 2019
and as the legal representative and director of Lianluo Connection from July 26, 2017 to January 25, 2019.
Other than these common officers and directors, our Company and Newegg have had separate management
teams.

On September 11, 2019, we received a notification letter from the NASDAQ Listing Qualifications Staff
notifying us that the minimum bid price per share for our Class A common shares had been below $1.00 for a
period of 30 consecutive business days and we therefore no longer met the minimum bid price requirements set
forth in NASDAQ Listing Rule 5550(a)(2). We were granted a compliance period of 180 days, or until March 9,
2020 to regain compliance.

Around November 2019, our management informally discussed the Company’s financial position and the
challenges facing the Company’s medical device business, including continued decrease in revenue and the
difficulties in meeting NASDAQ’s continued listing standards (e.g., minimum bid price, shareholders’ equity,
market value and
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net income standards). Our management considered the risks and difficulties of our current medical device
business and its potential to regain profitability. Mr. He mentioned to our management that one possible
strategic alternative for the Company was to combine with Newegg. Other than raising this potential
opportunity, no material terms or conditions relating to such combination were discussed from November 2019
to March 2020, as the Company focused its efforts on its medical device business and regaining compliance
with the NASDAQ listing requirements.

On January 2, 2020, we received another notification letter from the NASDAQ Listing Qualifications Staff
notifying us that we no longer complied with the minimum of $2.5 million in stockholders’ equity for continued
listing on the NASDAQ Capital Market under NASDAQ’s Listing Rule 5550(b)(1) and that we also did not
comply with either of the two alternative standards of Listing Rule 5550(b), the market value standard and the
net income standard.

In February and March 2020, we completed three capital financings and received gross proceeds of
approximately $8.08 million in exchange for the issuance of 1,373,750 of our Class A common shares and
warrants to acquire an additional 1,373,750 Class A common shares. On March 10, 2020, the NASDAQ Listing
Qualifications Staff determined that we complied with the stockholders’ equity requirement set forth in Listing
Rule 5550(b)(1). On that date, we met all applicable requirements for initial listing on the NASDAQ Capital
Market, other than the minimum bid requirement. The NASDAQ Listing Qualifications Staff recognized our
intention of curing the minimum bid price deficiency by effecting a reverse stock split, and granted a second
compliance period of 180 days, or until September 8, 2020, to regain compliance. The second compliance
period was thereafter extended to November 20, 2020 by NASDAQ per SR-NASDAQ-2020-021.

During the first quarter of 2020, China and the rest of the world were beginning to restrict travel and daily
activities in response to the outbreak of COVID-19. The World Health Organization declared the COVID-19
outbreak a pandemic on March 11, 2020, leading to worldwide travel restrictions and stay-at-home orders,
which have continued intermittently through the date of this proxy statement/prospectus. These restrictions
severely limited our ability to conduct in-person discussions, negotiations and due diligence with Newegg
throughout the time periods discussed below. As a result, we conducted such efforts primarily through
telephonic meetings and electronic correspondence.

From late March 2020 to May 11, 2020, Mr. He, in his capacity as a shareholder of the Company and Newegg,
held preliminary discussions with us and Newegg regarding a potential combination. Newegg and the Company
began exploring a preliminary timeline, potential deal structures and tasks that needed to be completed before a
combination could occur.

The Company also considered whether the potential combination with Newegg would help the Company meet
the NASDAQ’s continued listing requirements, and whether NASDAQ’s initial listing requirements (rather than
the continued listing requirements) would apply in the event of a combination. The Company determined that
the initial listing requirements would likely apply, including the requirement in NASDAQ Listing Rule 5505 for
the Company to have, among other requirements, a minimum bid price of $4 per share, at least 300 unrestricted
round lot shareholders and market value of unrestricted publicly held shares of at least $15 million. The
Company considered whether to conduct a potential public offering of our common shares in addition to a
combination with Newegg in order to meet those NASDAQ’s initial listing requirements.

The Company also considered the potential conflicts that Mr. He might have in any combination between the
Company and Newegg, since he was the controlling shareholder of both companies. The Company considered
the merits of forming a special committee of independent directors to lead the discussions and negotiations with
Newegg regarding a potential combination, and the merits of engaging a qualified independent financial advisor
to opine on the fairness of the financial terms of any potential combination with Newegg.

The discussions and considerations above resulted in a non-binding indication of interest presented by Newegg
to the Company and executed on May 11, 2020. The material terms of this non-binding indication of interest are
summarized below. Newegg indicated that it would be interested in having the Company acquire 100% of the
equity interests of Newegg in exchange for newly issued Company common shares. The number, exchange ratio
and class of those shares were not discussed in the indication of interest or preceding discussions, except to say
that they would be based on a proposed valuation for Newegg ranging from $750 million to $950 million or an
amount as otherwise agreed by the Company and Newegg.
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This valuation range was first proposed by Mr. He in his capacity as a shareholder of our Company and Newegg
in late April or early May. Mr. He based his proposal on his general knowledge of Newegg’s business, but he
did not convey his reasoning to the Company or Newegg at that time. Nor did Mr. He propose any valuation for
our Company, any exchange ratio to be used, or any other terms or conditions relating to a potential
combination of us with Newegg. The board and management for our Company and Newegg did not negotiate
with Mr. He on his proposal at this time because neither we nor Newegg had formed a special committee yet,
because the proposed valuation for Newegg was not meaningful without a corresponding valuation for the
Company, and because the indication of interest and proposed valuation for Newegg were non-binding, subject
to further agreement, due diligence and approvals, and terminable by us or Newegg at will.

The indication of interest stated that the consummation of the proposed transaction would be subject to
customary closing conditions, including approval by a special committee of the board of directors of Company
that would be composed solely of independent directors; approval by our board and the board of directors of
Newegg; approval by our shareholders; completion of an audit of Newegg’s financial statements for the prior
two years; receipt of all governmental, regulatory and third party requisite approvals and consents; results of
legal, financing and accounting due diligence being satisfactory to Newegg and the Company in their sole
discretion; receipt of a fairness opinion by a qualified independent firm opining on the fairness of the purchase
consideration from a financial point of view; the disposition of the existing medical device and related business
of the Company; a public offering of equity securities by the combined entity with gross proceeds ranging from
$10 million to $30 million; NASDAQ’s approval of the listing of such equity securities and of the initial listing
application for the combined entity; completion of a reverse split by the combined entity as needed to satisfy the
minimum bid price requirements of NASDAQ; and an increase of the Company’s authorized amount of
common shares to the extent sufficient to consummate the acquisition of Newegg.

The indication of interest was effective from May 11, 2020 to the earlier of (i) 60 days from its execution,

(i1) the time when Newegg or the Company indicated in writing that it no longer desired to pursue the
transaction, or (iii) execution of a definitive agreement relating to the indication of interest. During the term of
the indication of interest, both Newegg and the Company agreed not to engage in, solicit or pursue with any
other party any discussion, negotiations or agreements of any nature with a substantially similar object or
purpose as the indication of interest, except that the officers and directors of the Company could consider or
negotiate any unsolicited acquisition proposal that may be superior to the transaction contemplated in the
indication of interest as determined by the board of directors of the Company in good faith. The officers and
directors of the Company could also consider, negotiate, approve, recommend to its shareholders, or enter into
such unsolicited, superior acquisition proposal if the Company directors determined in good faith after
consulting with outside counsel that such action was necessary or advisable for such directors to act in a manner
consistent with their fiduciary duties under applicable law.

On May 11, 2020, the Company’s board also formed a special committee consisting of three of our directors,
Richard Zhigiang Chang (not related to Mr. Fred Chang or Mr. Robert Chang of Newegg), Bin Pan and Fuya
Zheng, with Mr. Fuya Zheng acting as the chairman. All three committee members were determined by our
board to be disinterested in the proposed transaction with Newegg and independent under NASDAQ rules. The
scope of the special committee’s authority was to consider, review, and evaluate a potential acquisition of
Newegg by the Company; to consider, review and negotiate the terms and conditions of any unsolicited
acquisition proposal that may be a superior proposal to that contemplated by the Newegg indication of interest;
to recommend to our full board any action that should be taken by the Company with respect to a potential
acquisition of Newegg or an alternative acquisition proposal; to reject a potential acquisition of Newegg or an
alternative acquisition proposal; to express the special committee’s view as to the fairness to the Company and
its shareholders of a potential acquisition of Newegg or an alternative acquisition proposal; and to take all such
other actions necessary or appropriate to discharge the scope of the committee’s duties. After our special
committee was formed, all material negotiations and decisions of the Company relating to the proposed
transaction with Newegg were done at the direction and supervision of our special committee.

In May 2020, the special committee of the Company retained Benchmark as its financial advisor to render an
opinion as to the fairness to the Company’s shareholders of the consideration to be paid by the Company for the
acquisition of Newegg from a financial point of view. The special committee also engaged Kaufman & Canoles,
P.C., or Kaufman, as its legal counsel on July 9, 2020.
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Following the establishment of our special committee, the committee had frequent discussions on the proposed
acquisition of Newegg and held telephonic meetings on July 15, August 14, September 24, September 30 and
October 23, 2020. At such meetings, our special committee discussed various issues involved in the proposed
acquisition of Newegg, including the status of due diligence, terms of the acquisition agreement including
valuation methodology, exchange ratios and non-financial matters and the status of Benchmark’s fairness
opinions relating to the merger and divestment.

In June, Newegg began providing limited due diligence information to us, including a draft set of financial
forecasts for the years ending December 31, 2020, 2021 and 2022. These draft forecasts were later updated by
Newegg and presented to us on August 31, 2020. We and our special committee began to conduct due diligence
on Newegg with the assistance of Kaufman. Additionally, Benchmark provided a preliminary draft of its
fairness opinion’s supporting analysis to us in June based on the proposed valuation contained in the indication
of interest.

On July 8, 2020, Newegg provided us with an initial draft of a proposed acquisition agreement whereby
Newegg’s stockholders would sell all of the outstanding capital stock of Newegg to us in exchange for an
unspecified class and unspecified number of our common shares. The transaction structure, acquisition
consideration, exchange ratio, form of consideration, and other material terms for the proposed combination had
not yet been negotiated or agreed upon at this time. Between July 8, 2020 and August 26, 2020, no material
terms to the proposed acquisition agreement were discussed or negotiated by either Newegg or us.

The indication of interest expired on its own terms on July 10, 2020, although the Company and Newegg
continued their discussions regarding a potential combination as described below.

In August 2020, Newegg provided us access to a datasite containing confidential due diligence materials
relating to Newegg. Also during August, Newegg provided to us the first draft of its audited financial
statements for the years ended December 31, 2019, 2018 and 2017. In late August 2020, we began supplying
due diligence materials about our Company to Newegg.

On August 12, 2020, in connection the investigation by China Securities Regulatory Commission for alleged
violation of laws and regulations regarding information disclosures of Hangzhou Lianluo, Mr. He resigned from
his positions as Chief Executive Officer, Chairman and director of the Company. Mr. He’s resignation reduced
any ability he might have to influence our Company with respect to our proposed combination with Newegg.
On August 25, 2020, based on the Company Nominating Committee’s recommendation, the Board of the
Company appointed Mr. Bin Lin as Chief Executive Officer, a director and Chairman of the Company to fill the
vacancies created by Mr. He’s resignation. Prior to his appointment, Mr. Lin had no prior involvement with our
Company, Newegg or either party’s affiliates or subsidiaries.

In August 2020, Mr. Zhitao He, acting in his capacity as a shareholder of the Company and Newegg, proposed
to Newegg that the combination of the two companies could be based on a valuation for Newegg of $880
million. Mr. He based his proposal on his general knowledge of Newegg’s business, but he did not convey his
reasoning to the Company or Newegg at that time. Nor did Mr. He propose any valuation for our Company, any
exchange ratio to be used, or any other terms or conditions relating to a potential combination of us with
Newegg. The board and management for our Company and Newegg did not negotiate with Mr. He on his
proposal at this time because Newegg had not yet formed a special committee, and because we and Newegg had
not yet completed due diligence on the proposed transaction at that time.

On August 24, 2020, Newegg’s board formed a special committee which was exclusively empowered on behalf
of Newegg to consider, review, negotiate and recommend approval or rejection of a potential acquisition of or
reverse merger with us. Newegg’s board determined that all members of its special committee were free of any
conflicts of interest in any potential combination between Newegg and the Company, and were independent in
accordance with NASDAQ standards. Newegg’s special committee engaged Gibson, Dunn & Crutcher LLP as
its independent special counsel in connection with the proposed transaction with us. After Newegg’s special
committee was formed, all material negotiations and decisions of Newegg relating to the proposed transaction
with us were done at the direction and supervision of the special committee.

On August 26, 2020, legal counsels representing the Company, Newegg, and each of their respective special
committees had a call to conduct due diligence and discuss the status and structure of a potential combination of
Newegg and us. Over the next few days, we and Newegg agreed to structure the transaction as a reverse
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merger whereby Newegg would merge with a newly formed, wholly owned subsidiary of ours in exchange for
an unspecified number and class our common shares. Over the next two months, legal counsels for us, Newegg
and their respective special committees had a number of calls and communications to discuss and negotiate
issues in the acquisition agreement, focusing on the exchange ratio between our common shares and Newegg
stock; whether the purchase consideration would be in the form of our Class A common shares or Class B
common shares; whether different classes of Newegg stock would receive the same or a different form or
amount of consideration; the allocation of risks relating to our warrant liabilities, including the impact of such
allocation on the exchange ratio and the establishment of reserves to settle such risks; the allocation of and
indemnification for risks relating to our Company and Newegg; the board and shareholder governance structure
for the combined entity after completion of the merger; termination rights for our Company and Newegg; the
ability of Newegg and us to seek alternative transactions before completion of the merger; our ability to incur
liabilities and make cash expenditures before completion of the merger; and conditions to closing of the merger.

On August 31, 2020, Newegg provided the Company with updated financial forecasts for the years ending
December 31, 2020, 2021 and 2022. See description of these forecasts under “Reports, Opinions and
Appraisals — Discounted Cash Flow Analysis”.

On September 18, 2020, Newegg delivered to us a revised draft of the acquisition agreement which reflected the
merger structure agreed upon in late August. In this draft, each share of Newegg capital stock, regardless of the
class of such stock, would be acquired by us in exchange for a certain number of our Class A common shares,
which we refer to as the exchange ratio. The exchange ratio in this draft merger agreement was based on a
stipulated valuation for Newegg of $880 million, divided by our aggregate equity value (as determined by the
trading price of our Class A common shares in the 20 trading days prior to completion of the merger). If the
merger had been completed on that day under the terms of this draft merger agreement, the exchange ratio
would have been 4.2983 shares of our Class A common shares issued by us in exchange for each outstanding
share of Newegg capital stock, and the resulting combined company would have been owned 98.67% by
Newegg stockholders and 1.33% by our stockholders. The proposed exchange ratio mechanism was still being
considered by the special committees for our Company and Newegg at that time.

On September 24, 2020, counsel for Newegg’s special committee delivered to us a revised draft of the merger
agreement with a proposed exchange ratio similar to the prior draft, but our aggregate equity value was based on
the trading price of our Class A common shares in the 20 trading days prior to the execution date of the merger
agreement (rather than the completion date of the merger). If this draft merger agreement had been executed and
consummated on that day, the exchange ratio would have been 4.4290 shares of our Class A common shares
issued by us in exchange for each outstanding share of Newegg capital stock, and the resulting combined
company would have been owned 98.71% by Newegg stockholders and 1.29% by our stockholders. The
proposed exchange ratio mechanism was still being considered by the special committees for our Company and
Newegg at that time. Around this time, Benchmark also provided a revised draft of the supporting analysis for
its fairness opinion that was based on updated deal terms.

On September 27, 2020, counsel for Newegg’s special committee delivered to us a further revised draft of the
merger agreement with a proposed exchange ratio similar to the prior draft, but our aggregate equity value was
based on the trading price of our Class A common shares in the 20 trading days prior to September 26, 2020
(rather than the execution date of the merger agreement), and then deducting $5 million from our equity value.
The $5 million deduction reflected the Newegg special committee’s estimate of the cost of certain potential
liabilities relating to our then-outstanding warrants, as described under “Description of Securities — The
Investor Warrants — Fundamental Transactions.” If this draft merger agreement had been executed and
consummated on that day, the exchange ratio would have been 8.1365 shares of our Class A common shares
issued by us in exchange for each outstanding share of Newegg capital stock, and the resulting combined
company would have been owned 99.29% by Newegg stockholders and 0.71% by our stockholders. The
proposed exchange ratio mechanism was still being considered by the special committees for our Company and
Newegg at that time.

On September 29, 2020, we informed Newegg that our special committee was not willing to have $5 million
deducted from our equity value in connection with calculation of the proposed exchange ratio, as proposed by
Newegg on September 27. Our committee believed that the deduction proposed by Newegg was greater than the
warrant liability expected by our committee at that time.
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On September 30, 2020, counsel for Newegg’s special committee delivered to us a further revised draft of the
merger agreement with a proposed exchange ratio similar to the prior draft, except that the previously proposed
$5 million deduction relating to our then-outstanding warrants was reduced to $3.5 million. If this draft merger
agreement had been executed and consummated on that day, the exchange ratio would have been 6.5636 shares
of our Class A common shares issued by us in exchange for each outstanding share of Newegg capital stock,
and the resulting combined company would have been owned 99.13% by Newegg stockholders and 0.87% by
our stockholders.

On September 30, 2020, our special committee held a telephonic meeting with representatives of Benchmark
and Kaufman to discuss a draft fairness opinion and related supporting financial analysis delivered by
Benchmark. Benchmark explained to the special committee its valuation analyses and the methodologies it
applied and answered questions from the members of the special committee. After the meeting, our special
committee continued to consider the exchange ratio mechanism. Our committee ultimately agreed to the
exchange ratio mechanism but recommended that it be based on more recent trading prices for our Class A
common shares.

On October 3, 2020, our special committee proposed to Newegg to update the exchange ratio mechanism to
measure our aggregate equity value based on a more recent trading price for our Class A common shares. On
October 5, 2020, Newegg agreed to our request, and updated the exchange ratio mechanism in the merger
agreement to be determined based on the trading price of our Class A common shares in the 20 trading days
prior to and including October 6, 2020. If this draft merger agreement had been executed and consummated on
that day, the exchange ratio would have been 6.2307 shares of our Class A common shares issued by us in
exchange for each outstanding share of Newegg capital stock, and the resulting combined company would have
been owned 99.08% by Newegg stockholders and 0.92% by our stockholders.

On October 16, 2020, we again proposed to Newegg to update the exchange ratio mechanism to be determined
based on the trading price of our Class A common shares in the 20 trading days prior to and including October
16, 2020. Newegg agreed to this request on October 18, 2020. On October 21, 2020, Newegg circulated a
revised draft of the merger agreement with this change, as well as a provision allowing our Company and
Newegg to solicit alternative proposals, as described under “The Merger Agreement — Go Shop.” No other
material changes were made to the merger agreement after this date. The exchange ratio in the final merger
agreement is 5.8417 shares of our Class A common shares to be issued by us in exchange for each outstanding
share of Newegg capital stock, and, at the time we signed the merger agreement, we expected the resulting
combined company to be owned 99.02% by Newegg stockholders and 0.98% by our stockholders, based on
shares outstanding on that date.

On October 23, 2020, Benchmark provided the fairness opinion to the special committee indicating that, as of
such date and based upon and subject to the assumptions, matters and limitations set forth in its written opinion,
the merger consideration to be paid by the Company was fair to the Company’s shareholders from a financial
point of view.

On October 23, 2020, the Company’s special committee reviewed the final fairness opinion delivered by
Benchmark and recommended that the board approve the merger agreement. Based on the special committee’s
recommendation, on the same date, the board approved the execution of the merger agreement and the
submission of the merger agreement to shareholders for a vote. On October 23, 2020, the special committee of
Newegg also recommended that Newegg’s board approve the merger agreement. Newegg’s board, based on
Newegg’s special committee’s recommendation, approved the execution of the merger agreement on the same
date.

On October 23, 2020, the merger agreement was executed by the parties.

In late January 2021, investors exercised 1,255,000 of our warrants that were originally issued in February and
March of 2020. This exercise resulted in the issuance of 1,255,000 of our Class A common shares and aggregate
cash proceeds to the Company of $6.8 million. Because this exercise increased the number of our outstanding
shares, we expect the portion of the combined company that is owned by our stockholders after completion of
the merger to increase to 1.32% and the portion owned by Newegg stockholders to decrease to 98.68%, based
on outstanding shares on April 9, 2021, the most recent practicable date before the date of this proxy
statement/prospectus.
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Reasons for the Merger

The special committee, by a unanimous vote on October 23, 2020, determined that the merger agreement and
the proposed merger contemplated thereby are advisable and fair to, and in the best interests of, the Company.
At this meeting, the special committee recommended that the board approve, authorize and adopt the merger
agreement.

In evaluating the merger, the special committee, in consultation with the Company’s management and outside
legal counsel, considered numerous positive factors relating to the merger, including:

. challenges facing the Company’s current medical device business, including a history of significant
operating losses and negative operating cash flows;

. challenges facing the Company in maintaining its competitive position in the highly competitive
medical device market in China;

. challenges facing the Company regarding compliance with NASDAQ Listing Rules, including the
minimum bid price and stockholders’ equity requirements;

. the belief that other strategic alternatives available to the Company, such as continuing to develop
its business through internal growth, were less advisable than the proposed merger under current
circumstances;

. the terms and conditions of the merger agreement and related transaction documents including the
ability of the Company to continue to solicit, negotiate and enter into alternative acquisition
proposals as described under “The Merger Agreement — Go Shop,” and to terminate the merger
agreement in certain circumstances described under “The Merger Agreement — Termination of the
Merger Agreement;”

. the positive financial condition, operating results and business outlook of Newegg as of the date of
the merger agreement; and

. the fact that the special committee received and reviewed a fairness opinion from Benchmark
affirming that the merger consideration to be paid by the Company was fair to the Company’s
shareholders from a financial point of view.

The special committee also considered the risks and potentially negative factors relating to the proposed merger,
including:

. the possibility that the consummation of the merger may be delayed or not occur at all, and the
adverse impact of such event would have on the Company and its business;

. the significant costs involved in connection with completing the proposed merger, the substantial
management time and effort required to complete the proposed merger and the related disruption to
operations of the Company;

. the potential liabilities that the Company may inherit from Newegg as a result of the proposed
merger that would not be covered by the indemnities in the merger agreement;

. the risk that the anticipated benefits of the proposed merger may not be realized; and
. other risks described under the section “Risk Factors™ above.

The special committee believed that, overall, the potential benefits of the merger to the Company’s shareholders
outweighed the risks and uncertainties of the merger. The foregoing discussion of factors considered by the
special committee is not intended to be exhaustive and is not provided in any specific order or ranking, but
includes material factors considered by the special committee. In reaching its decision regarding the proposed
merger, the special committee did not quantify or otherwise assign relative weights to the specific factors.
Moreover, each member of the special committee applied his own personal business judgment and may have
given different weights to different factors. The special committee did not undertake to make any specific
determination as to whether any factor, or any particular aspect of any factor, supported or did not support its
ultimate determination. The special committee based its recommendation on the totality of the information
presented.
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Reports, Opinions and Appraisals

The Company engaged Benchmark to render an opinion as to whether the merger consideration to be paid by
the Company is fair to the Company’s shareholders from a financial point of view. Benchmark is an investment
bank that regularly evaluates businesses and their securities in connection with acquisitions, corporate
restructuring and financings. On August 13, 2020, Lianluo Connection entered into a share transfer agreement
with China Mine United Investment Group Co., Ltd., or China Mine, pursuant to which Lianluo Connection
transferred its 100% equity interests in its then wholly-owned PRC subsidiary, Beijing Dehaier Medical
Technology Company Limited, or Beijing Dehaier, to China Mine for cash consideration of RMB 0.
Benchmark, acting as the independent financial advisor to our board, provided a written opinion that the
consideration to be received by the Company in the sale of Beijing Dehaier is fair to the Company’s
shareholders from a financial point of view. We paid a cash fee of $25,000 to Benchmark for the opinion.

The special committee engaged Benchmark as its financial advisor in connection with the merger as the
Company determined that Benchmark has substantial experience in similar matters. Benchmark rendered its
written opinion to the special committee on October 23, 2020 that merger consideration to be paid by the
Company was fair to the Company’s shareholders from a financial point of view as of that date.

The Company paid an aggregate cash fee of $165,000 to Benchmark for its opinion. The Company provided to
Benchmark a financial model of Newegg with projected income statement data for the fiscal years 2020-2022.
The Company has obtained consent from Benchmark for the use of its fairness opinions in this proxy
statement/prospectus.

Benchmark’s opinion was provided to the special committee and the board for their assessment of the merger
and only addressed the fairness to the Company’s shareholders, from a financial point of view, of the merger
consideration to be paid by the Company pursuant to the merger agreement as of the date of the opinion and did
not address any other aspects or implications of the merger.

The summary of Benchmark’s opinion below is qualified in its entirety by reference to the full text of the
written opinion, which is included as Annex D to this proxy statement/prospectus. This summary also
describes the procedures, assumptions, qualifications and limitations, and other matters considered by
Benchmark in preparing its opinion. However, neither Benchmark’s written opinion nor the summary of
its opinion set forth in this proxy statement/prospectus purports to be, or constitutes advice or
recommendations to, any shareholder as to how such shareholder should act or vote with respect to the
merger proposal.

In arriving at its opinion, Benchmark reviewed and considered such financial and other matters as it deemed
relevant, including, among other things:

. the latest draft of the merger agreement provided to it on October 22, 2020;

. certain information relating to the historical, current and future operations, financial condition and
prospects of Newegg, made available to it by the Company, including financial statements that
included the actual income statements for the year ending December 31, 2019 and the nine months
ending September 30, 2020, a balance sheet as of September 30, 2020, and a financial model with
projected income statements for the calendar years 2020-2022;

. discussions with certain members of the management of the Company and certain of its advisors
and representatives regarding the business, operations, financial condition and prospects of the
Company, the Transaction and related matters;

. a certificate addressed to us from senior management of the Company which contains, among other
things, representations regarding the accuracy of the information, data and other materials (financial
or otherwise) provided to, or discussed with, us by or on behalf of the Company;

. the current and historical market prices for certain of the Company’s publicly traded securities, and
the current and historical market prices, trading characteristics and financial performance of the
publicly traded securities of certain other companies that we deemed to be relevant;
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. the publicly available financial terms of certain transactions that we deemed to be relevant; and

. such other information, economic and market criteria and data, financial studies, analyses and
investigations and such other factors as Benchmark deemed relevant.

Benchmark has relied upon and assumed, without independent verification, the accuracy and completeness of
all data, material and other information furnished, or otherwise made available, to it, discussed with or reviewed
by it, or publicly available, and do not assume any responsibility with respect to such data, material and other
information. In addition, management of the Company has advised Benchmark, and Benchmark has assumed,
that the financial projections reviewed by it have been reasonably prepared in good faith on bases reflecting the
best currently available estimates and judgments of such management as to the future financial results and
condition of the Company or Newegg and Benchmark expresses no opinion with respect to such projections or
the assumptions on which they are based. Benchmark has relied upon and assumed, without independent
verification, that there has been no change in the business, assets, liabilities, financial condition, results of
operations, cash flows or prospects of the Company or Newegg since the respective dates of the most recent
financial statements and other information, financial or otherwise, provided to it that would be material to its
analyses or the opinion, and that there is no information or any facts that would make any of the information
reviewed by Benchmark incomplete or misleading. Benchmark has further relied upon the assurance of the
management of the Company that they are unaware of any facts that would make the information provided to
Benchmark incomplete or misleading in any material respect. In connection with its review and arriving at its
opinion, Benchmark did not assume any responsibility for the independent verification of any of the foregoing
information and relied on the completeness and accuracy as represented by the Company. In addition,
Benchmark has relied upon and assumed, without independent verification, that the final form of the merger
agreement will not differ in any material respect from the latest draft of the merger agreement provided to it as
identified above. In addition, Benchmark did not make any independent evaluation or appraisal of the assets or
liabilities of the Company or Newegg nor was Benchmark furnished with any such independent evaluations or
appraisals. The opinion is necessarily based upon financial, economic, market and other conditions as they
existed on, and should be evaluated as of, the date thereof. Although subsequent developments might affect the
opinion, Benchmark does not have any obligation to update, revise or reaffirm its opinion.

Benchmark has assumed that the merger will be consummated on terms substantially similar to those set forth in
the merger agreement identified above.

Benchmark has not been requested to opine as to, and the opinion does not express an opinion as to or otherwise
address, among other things: (1) the underlying business decision of the board, the Company, its security
holders or any other party to proceed with or effect the merger, (ii) the terms of any arrangements,
understandings, agreements or documents related to, or the form, structure or any other portion or aspect of, the
merger or otherwise (other than the consideration to the extent expressly specified herein), (iii) the fairness of
any portion or aspect of the merger to the holders of any class of securities, creditors or other constituencies of
the Company, or to any other party, except if and only to the extent expressly set forth in the last sentence of this
opinion, (iv) the relative merits of the merger as compared to any alternative business strategies or transactions
that might be available for the Company, Newegg or any other party, (v) the fairness of any portion or aspect of
the merger to any one class or group of the Company’s or any other party’s security holders or other constituents
vis-a-vis any other class or group of the Company’s or such other party’s security holders or other constituents
(including, without limitation, the allocation of any consideration amongst or within such classes or groups of
security holders or other constituents), (vi) the solvency, creditworthiness or fair value of Newegg, the
Company or any other participant in the merger, or any of their respective assets, under any applicable laws
relating to bankruptcy, insolvency, fraudulent conveyance or similar matters, or (vii) the fairness, financial or
otherwise, of the amount, nature or any other aspect of any compensation to or consideration payable to or
received by any officers, directors or employees of any party to the merger, any class of such persons or any
other party, relative to the consideration or otherwise. Furthermore, no opinion, counsel or interpretation is
intended in matters that require legal, regulatory, accounting, insurance, tax or other similar professional advice.
It is assumed that such opinions, counsel or interpretations have been or will be obtained from the appropriate
professional sources. Furthermore, we have relied, with the consent of the board, on the assessments by the
board, the Company and its advisors, as to all legal, regulatory, accounting, insurance and tax matters with
respect to Newegg, the Company, the merger or otherwise.
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In the ordinary course of its business, Benchmark may have actively traded the equity or debt securities of the
Company and may continue to actively trade such equity or debt securities. In addition, certain individuals who
are employees of, or are affiliated with, Benchmark may have in the past and may currently be shareholders of
the Company.

Summary of Financial Analysis

The following is a summary of the analyses performed by Benchmark in connection with its opinion. The
analyses and factors described below must be considered as a whole; considering any portion of such analyses
or factors, without considering all analyses and factors, could create a misleading or incomplete view of the
process underlying Benchmark’s opinion. Some of the summaries of the financial analyses include information
presented in tabular format. The tables are not intended to stand alone, and in order to more fully understand the
financial analyses used by Benchmark, the tables must be read together with the full text of each summary.
Considering the data set forth below without considering the full narrative description of the financial analyses,
including the methodologies and assumptions underlying the analyses, could create a misleading or incomplete
view of Benchmark’s financial analyses.

Benchmark completed a series of financial analyses to derive a range of potential equity values for Newegg and
calculated the value of the implied post-merger stake of the Company’s shareholders. Benchmark’s financial
analysis employed three methodologies, with no particular weight given to any:

. selected public company analysis;
. precedent transaction analysis; and

. discounted cash flow analysis.

Valuation Summary

Based on its analysis, the estimated equity value of Newegg ranged from as low as $978 million to as high as
$1.93 billion, as of the date of its analysis. This range is based on the following, among other factors:

. The comparative values of tech-focused e-commerce and retail companies
. The comparative values of recent e-commerce M&A transactions
. Newegg’s net sales of approximately $2.04 billion in 2020 and $2.25 billion forecast in 2021

. The results of the Selected Public Company Analysis, Precedent Transaction Analysis, and
Discounted Cash Flow Analysis

Estimated Value of Newegg Equity

Valuation Methodology Range

Selected Public Company Analysis $ 1,806,572,150 $ 1,928,729,510
Precedent Transaction Analysis $ 1,625,558,893 $§ 1,897,533,830
Discounted Cash Flow Analysis $ 978,343,709 $ 1,673,769,939
Range $ 978,343,709 $ 1,928,729,510

The value of the Company sharcholders’ equity stake was $12.2 million based on the Company 20-day VWAP.
After adjusting for the escrow amount, this was expected to result in Company shareholders maintaining a post-
merger ownership stake of approximately 0.98% of the combined entity, based on the outstanding shares of the
Company and Newegg as of October 23, 2020.

. The implied value of the 0.98% stake was estimated to be between $8.8 million and $18.1 million
based on Newegg’s valuation range on October 23, 2020

89




Table of Contents

Range
20-day VWAP

Company Shareholders Equity Stake Pre- and Post- Merger 30-day Low (10/16/20) 30-day High
Pre-Merger
Company Shares Outstanding (Class A and Class B) on

October 23, 2020 3,599,573 3,599,573 3,599,573
Stock Price (9/23/20 — 10/22/20) $ 0.3500 $ 0.4243 § 0.5200
Stock Price (Split-adjusted Equivalent) $ 2.8000 $ 33944  $ 4.1600
Company Total Equity Value Pre-Combination $ 10,078,804 § 12,218,391 § 14,974,224
Post-Merger
Escrow Amount $ 3,500,000
Company Equity Value $§ 8,718,391
Company Per Share Value $ 2.4221
Newegg Equity Value for Share Exchange $ 880,000,000
Newegg Shares Outstanding on October 23, 2020 62,195,173
Newegg Per Share Value $ 14.1490
Company Exchange Ratio 5.8417
Merger Consideration to Newegg (Company Shares) 363,325,542
Company Shareholders Post-Merger Stake (%) based on

shares outstanding on October 23, 2020 0.98%
Company Shareholders Implied Value of Post-Merger

Stake

At High End of Newegg Valuation $ 18,921,034

At Low End of Newegg Valuation $ 9,597,652
Transaction-related Expenses $ 800,000
Company Shareholders Implied Net Equity Value Post-

Merger

Net Value at High End of Newegg Valuation $ 18,121,034

Net Value at Low End of Newegg Valuation $ 8,797,652

Selected Public Company Analysis

Benchmark analyzed the valuation of publicly-listed tech-focused e-commerce and retail companies. Its
analysis of Newegg’s valuation included the following four companies, none of which is identical to Newegg:

Best Buy, CDW, Dell and HP.

Selected Public Companies’ Average EV/Revenue
Newegg Revenue

Enterprise Value

Plus
Net Cash/(Debt), Other Adjustments
Equity Value

Source: FactSet,; the Company

The individual EV/Revenue calculations for each of the selected public companies are as follows:

Company Name

2020

2021

$ 2,037,261,787 $
$ 1,713,801,150 §

$

0.84x

92,771,000 $
$ 1,806,572,150 §

0.82x

2,249,715,499
1,835,958,510

92,771,000
1,928,729,510

EV/Revenue

EV/Revenue



(2020) (2021)

Best Buy 0.65x 0.66xx
CDW 1.20x 1.14xx
Dell Technologies Corp. 0.99x 0.92xx
HP 0.51x 0.55xx
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Precedent Transaction Analysis

Benchmark analyzed the valuation of M&A transactions completed over the last five years involving e-
commerce marketplace companies. Benchmark’s analysis included the following four precedent transactions,
none of which is identical to Newegg: HSN, Inc.; Millennial Media, Inc.; RetailMeNot, Inc.; The Bon-Ton
Stores, Inc.

2020 2021
Precedent Transactions’ Average and Median EV/Revenue 0.75x 0.80x
Newegg Revenue $ 2,037,261,787 $ 2,249,715,499
Enterprise Value $ 1,532,787,893 § 1,804,762,830
Plus
Net Cash/(Debt), Other Adjustments $ 92,771,000 $ 92,771,000
Equity Value $ 1,625,558,893 $ 1,897,533,830

Source: FactSet,; the Company

The individual EV/Revenue calculations for each of the selected precedent transactions are as follows:

Company Name EV/Revenue

HSN, Inc. 0.73x
Millennial Media, Inc. 0.77x
RetailMeNot, Inc. 1.34x
The Bon-Ton Stores, Inc. 0.37x

Generally, the enterprise value is calculated based on the value as of a specified date of the relevant company’s
outstanding equity securities, plus the amount of its net debt (the amount of its outstanding indebtedness, non-

convertible preferred stock, capital lease obligations and non-controlling interests less the amount of cash and

cash equivalents on its balance sheet).

Discounted Cash Flow Analysis

Benchmark used a 3-year forecast model for Newegg (2020-2022) to estimate a range of equity values based on
a discounted cash flow analysis of free cash flows projections as provided by the Company and Newegg. The
key assumptions in its analysis include the following:

. Newegg net sales growing from $2.0 billion in 2020, $2.2 billion in 2021 and $2.5 billion in 2022;
. Discount rates (WACC or Weighted-Average Cost of Capital) ranging from 17.4% to 21.4%

. Terminal value multiplies of 0.52x to 0.88x net revenue

Projected income statements of Newegg for the periods indicated below:

Income Statement Projections (Newegg) Q42020 12/31/2021 12/31/2022

Net Sales $ 715,823,814  $ 2,249,715,499  $ 2,489,003,013
COGS $ 640,113,345  $1,950,700,005 $ 2,147,465,955
Gross Margin $ 75,710,469 $ 299,015,494 $ 341,537,058
SG&A $ 70,323,322 $§ 260,908,584 $ 298,025,144
Operating Profit $ 5,387,147 $ 38,106,910 $ 43,511,914

Non-operating Income (Expenses)
EBITDA 5,387,147 $ 38,106,910 $ 43,511,914
Depreciation and Amortization $ 1,956,117 $ 8,462,541 §$ 8,208,665

&L



Interest Expense (Income) $ 22,241  $ (104,459) $ (75,733)
Stock Comp $ 186,349 $ 450,968 $ 428,420
Provision for Income Taxes $ (64,274) 3 2,486,115 $ 2,838,741
Net Income $ 3,286,713 $ 26811,745 § 32,111,822
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The above projected income statements were made based on the following material assumptions:

Fiscal year Fiscal year

GMYV ($ in millions) 2021 2022
Direct Sales $ 2,0457 $ 2,235.0
Marketplace $ 916.7 $ 1,191.7
Others $ 126.5 § 155.0
Gross Margin
Direct Sales 10.0% 10.0%
Marketplace 8.5% 8.3%
Net Present Value Analysis — Terminal Value Multiple 0.52x
Equity
Investments

Discount  Enterprise Cash/ Due from  Working Capital Preferred (Mountain/

Rate Value (Net Debt) Affiliate  Surplus/(Deficit) Stock Bitmain) Equity Value

17.4% $953,862,315 $76,050,000 $21,867,000 $ (26,542,000)
18.4% $936,087,652 $ 76,050,000 $21,867,000 $ (26,542,000)
19.4% $918,792,239 $ 76,050,000 $21,867,000 $ (26,542,000)
20.4% $901,959,282 $76,050,000 $21,867,000 $ (26,542,000)
21.4% $885,572,709 $76,050,000 $21,867,000 $ (26,542,000)

$(61,000) $21,457,000 $1,046,633,315
$(61,000) $21,457,000 $1,028,858,652
$(61,000) $21,457,000 $1,011,563,239
$(61,000) $21,457,000 $ 994,730,282
$(61,000) $21,457,000 $ 978,343,709

Net Present Value Analysis — Terminal Value Multiple 0.88x

Working Equity
Capital Investments
Discount Enterprise Due from Surplus/ Preferred  (Mountain/
Rate Value Net Debt Affiliate (Deficit) Stock Bitmain) Equity Value

17.4% $1,580,998,939 § 76,050,000 $21,867,000 $(26,542,000) $(61,000) $21,457,000 $1,673,769,939
18.4% $1,551,360,634 $ 76,050,000 $21,867,000 $(26,542,000) $(61,000) $21,457,000 $1,644,131,634
19.4% $1,522,522,958 $76,050,000 $21,867,000 $(26,542,000) $(61,000) $21,457,000 $1,615,293,958
20.4% $1,494,457,827 $76,050,000 $21,867,000 $(26,542,000) $(61,000) $21,457,000 $1,587,228,827
21.4% $1,467,138,367 $76,050,000 $21,867,000 $(26,542,000) $(61,000) $21,457,000 $1,559,909,367

Ownership of Common Shares After the Merger

We will issue approximately 363,325,542 common shares to Newegg stockholders upon completion of the
merger, based on the number of shares of Newegg issued and outstanding as of April 9, 2021, the most recent
practicable date for which such information was available. Based on the number of our common shares and
Newegg stock outstanding as of such date, immediately following the completion of merger, our shareholders
immediately prior to the merger are expected to own approximately 1.32% of our outstanding common shares
and former Newegg stockholders are expected to own approximately 98.68% of our outstanding common
shares.

In addition, Mr. Zhitao He and Mr. Fred Chang will own approximately 60.91% and 35.98%, respectively, of
the voting power of our issued and outstanding common shares, and 96.90%, collectively. See additional
disclosures relating to the shares held by Mr. He under “Risk Factors — A majority of Newegg’s capital shares
are, and upon completion of the merger, a majority of our common shares will be, pledged as collateral to
support delinquent indebtedness of our parent company and could be sold to satisfy that indebtedness.”
Moreover, Mr. Zhitao He and Mr. Fred Chang, both of whom will serve as our directors upon closing, will be
able to exercise substantial influence over our business and operations. They may also have a conflict of
interests with our other shareholders. Where those conflicts exist, our other shareholders will be dependent upon
Mr. He, Mr. Chang, and other directors exercising, in a manner fair to all of our shareholders, their fiduciary
duties. Also, Mr. He and Mr. Chang will have the ability to control the outcome of most corporate actions
requiring shareholder approval, including the sale of all or substantially all of our assets and amendments to our



Memorandum and Articles of Association. Moreover, such concentration of voting power could have the effect
of delaying, deterring, or preventing a change of control or other business combination, which may, in turn,
have an adverse effect on the market price of our shares or prevent our shareholders from realizing a premium
over the then-prevailing market price for their shares.
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Effect on the Company if the Merger is Not Completed

If the merger is not approved by the shareholders or if the merger is not completed for any other reason, the
Company will remain a public company, and our Class A common shares will continue to be listed and traded
on NASDAQ (assuming the Company meets all of NASDAQ’s continued listing standards). In addition, our
management expects that the business will be operated as how it is currently being operated until we pursue
another strategic alternative, and that our shareholders will continue to be subject to the same risks and
opportunities to which they are currently subject.

Furthermore, if the merger is not completed, and depending on the circumstances that would have caused the
merger not to be completed, the price of the Company’s Class A common shares may decline. If that were to
occur, it is uncertain when, if ever, the price of the Company’s Class A common shares would return to the price
at which it trades as of the date of this proxy statement/prospectus.

Accordingly, if the merger is not completed, there can be no assurance as to the effect of these risks and
opportunities on the future value of your Class A common shares. If the merger is not completed, the board will
continue to evaluate and review the Company’s business operations, properties, dividend policy and
capitalization, among other things, make such changes as deemed appropriate and continue to seek to identify
strategic alternatives to enhance shareholder value.

In addition, under specified circumstances, the Company may be required to reimburse Newegg’s expenses or
pay Newegg a termination fee, upon the termination of the merger agreement, as described under “The Merger
Agreement — Termination Fees and Expenses” below.

Interests of Directors, Executive Officers and Major Shareholders in the Merger

In considering the recommendations of the special committee and the board to vote for the merger proposal, you
should be aware that certain of the current directors, executive officers and major shareholders of the Company
and Newegg have interests in the merger that may be different from, or in addition to, the interests of our
unaffiliated shareholders generally and may create potential conflicts of interest. These interests are described in
more detail below. The special committee was aware of each of these interests in reviewing, considering and
negotiating the terms of the proposed merger and in recommending to the entire board to pursue the proposed
merger. The board was also aware of these interests in approving the merger agreement and the transactions
thereby and in recommending the approval of the merger agreement to our shareholders.

Mr. Zhitao He, our former Chairman and Chief Executive Officer, who also controls approximately 80.4% of
our total voting power on the record date through Hangzhou Lianluo and its affiliate, Hyperfinite Galaxy
Holding Limited, also serves on the board of Newegg and, through Digital Grid, beneficially owns a majority of
the equity interests in Newegg. Hangzhou Lianluo has indicated that one of the reasons it would like to
complete the merger is that it believes it is the best way for Newegg to become publicly listed, which will
provide it and other Newegg stockholders better liquidity for their Newegg investment. Ms. Yingmei Yang, our
Interim Chief Financial Officer and one of directors, also serves on the board of Newegg.

The merger agreement provides that all of Newegg’s shareholders, including Digital Grid, will receive common
shares. Following the merger, Mr. Zhitao He will beneficially own approximately 224,269,418 outstanding
common shares, representing approximately 60.91% of our outstanding total voting power. See additional
disclosures relating to the shares held by Mr. He under “Risk Factors — A majority of Newegg’s capital shares
are, and upon completion of the merger, a majority of our common shares will be, pledged as collateral to
support delinquent indebtedness of our parent company and could be sold to satisfy that indebtedness.”

Regulatory Approvals Required for the Merger

The consummation of the merger is not subject to any regulatory or governmental approvals or filings, other
than (i) the filing of a certificate of merger with the Secretary of State of the State of Delaware and (ii) the
declaration by the SEC of the effectiveness of the registration statement of which this proxy
statement/prospectus forms a part, and any required notice or other filings under applicable state securities laws.
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Listing on NASDAQ

The approval for listing of our common shares on the NASDAQ Capital Market, including the shares issued in
the merger, subject only to official notice of issuance, is a condition to the obligations of Newegg to complete
the merger. We have applied for such listing under the symbol “NEGG.”

Material U.S. Federal Income Tax Consequences of the Merger

The following discussion constitutes part of the opinion of Potomac Law Group, PLLC, tax counsel to the
Company, as to the material U.S. federal income tax consequences of the merger to the U.S. holders of Newegg
common stock. This discussion is based upon provisions of the Code, U.S. Treasury Regulations, and
administrative rulings and court decisions, all as in effect or in existence on the date of this proxy
statement/prospectus and all of which are subject to change or differing interpretations by the IRS or a court,
possibly with retroactive effect. Changes in these authorities may cause the tax consequences of the merger to
vary substantially from the consequences described below. An opinion from Potomac Law Group, PLLC has
been requested by us and is attached to this prospectus as Exhibit 8.1. The opinion of counsel will be based
upon and rely on, among other things, various facts and assumptions, as well as certain representations,
statements and undertakings of us and Newegg.

This discussion addresses only those U.S. holders (as defined below) of Newegg common stock that hold such
stock as a capital asset within the meaning of Section 1221 of the Code (generally, property held for
investment), and does not address all the United States federal income tax consequences that may be relevant to
Newegg or to any U.S. holders of Newegg stock in light of their individual circumstances such as (i) beneficial
owners of Newegg stock subject to special tax rules (e.g., banks or other financial institutions, real estate
investment trusts, regulated investment companies, insurance companies, broker-dealers, traders that elect or are
required to mark-to-market for U.S. federal income tax purposes, tax-exempt organizations and retirement
plans, individual retirement accounts and tax-deferred accounts, or former citizens or long-term residents of the
United States) or to persons that hold Newegg stock as part of a straddle, hedge, conversion, constructive sale,
or other integrated transaction for U.S. federal income tax purposes, (ii) partnerships or other entities classified
as partnerships for U.S. federal income tax purposes or their partners, (iii) U.S. holders that have a functional
currency other than the U.S. dollar, (iv) U.S. holders of stock rights, options, or warrants with respect to
Newegg stock, or (v) U.S. holders of Newegg stock that acquired their Newegg stock as compensation, all of
whom may be subject to tax rules that differ significantly from those summarized below. This discussion also
does not address any ways in which the tax consequences may differ for holders of preferred stock. If a
partnership or other entity classified as a partnership for U.S. federal income tax purposes holds Newegg stock,
the tax treatment of its partners generally will depend upon the status of the partner, the activities of the
partnership and certain determinations made at the partner level. If you are a partner in a partnership holding
Newegg stock, you should consult your own tax advisor regarding the tax consequences to you of the
partnership’s purchase, ownership and sale of Newegg stock.

This discussion does not discuss (i) the U.S. federal income tax consequences to a U.S. holder of Newegg stock
who dissents and exercises appraisal rights, (ii) any state or local, foreign, estate, gift or alternative minimum
tax considerations concerning the merger, or (iii) any information regarding a non-U.S. holder. A non-U.S.
holder is a holder that is not a U.S. holder. If you are not a U.S. holder you should consult with your own tax
advisor as to the United States federal, state, local, and foreign tax laws with respect to the merger.

Accordingly, each beneficial owner of Newegg stock is urged to consult its own tax advisors regarding the
U.S. federal, state, local, foreign, and other tax consequences of the merger to such owner.

For purposes of this discussion, a “U.S. holder” is a beneficial owner of Newegg common or preferred stock
that:

. is an individual U.S. citizen or resident (as determined for U.S. federal income tax purposes),

. a corporation (or other entity that is classified as a corporation for U.S. federal income tax purposes)
organized under the laws of the United States or any of its political subdivisions,

. an estate the income of which is subject to U.S. federal income taxation regardless of its source, or
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. a trust if (i) a court within the United States is able to exercise primary supervision over the
administration of the trust and one or more “United States persons” (as defined in the Code) have
the authority to control all substantial decisions of the trust or (ii) the trust has a valid election in
effect under current U.S. Treasury Regulations to be treated as a “United States person.”

The Company and Newegg have structured the merger with the intent that it will qualify as a tax-free
“reorganization” within the meaning of Section 368(a) of the Code, specifically as a “reverse subsidiary
merger” under Section 368(a)(2)(E) of the Code. However, the qualification of the merger as a reorganization
depends on compliance with numerous technical requirements, and, as described in “Risk Factors”, there is a
risk that the merger may not satisfy certain of these requirements. The Company and Newegg have not sought,
and will not seek, any ruling from the IRS regarding any matter affecting the merger or any of the United States
federal income tax consequences discussed herein; and have not sought, and will not seek, any tax opinion from
their respective legal counsel regarding the qualification of the merger as a tax-free “reorganization” within the
meaning of Section 368(a) of the Code. Thus, there can be no assurance that the IRS will ultimately conclude
that the merger does meet all of the requirements for qualification as a “reorganization” within the meaning of
Section 368(a) of the Code and generally as a tax-free transaction, and there can be no assurance that any of the
other statements made herein would not be challenged by the IRS and, if so challenged, would be sustained
upon review in a court. A successful challenge by the IRS could result in taxable income to Newegg and, as
described below, its stockholders.

If the merger is treated as a tax-free reorganization within the meaning of Section 368(a) of the Code, then,
subject to the limitations and qualifications referred to herein, the following U.S. federal income tax
consequences should result:

. A U.S. holder of Newegg stock will not recognize any gain or loss upon the receipt of Company
shares in the merger.

. The aggregate adjusted tax basis of the shares received in the transaction by a U.S. holder of
Newegg stock will be equal to the aggregate adjusted tax basis of such holder’s Newegg stock
exchanged therefor.

. The holding period for shares received in the transaction by a U.S. holder of Newegg stock will
include the holding period of such U.S. holder’s Newegg stock exchanged therefor.

If the merger does not qualify as a tax-free reorganization within the meaning of Section 368(a) of the Code,
then the merger generally will be a taxable transaction, in which, in general, a U.S. holder will recognize capital
gain or loss on the exchange in an amount equal to the difference, if any, between (i) the sum of the fair market
value of Company shares and the fair market value of other merger consideration received and (ii) the U.S.
holder’s adjusted tax basis in the Newegg stock exchanged in the merger. Gain or loss, as well as the holding
period, will be determined separately for each block of shares exchanged pursuant to the merger. Such gain or
loss will be long-term capital gain or loss provided that the U.S. holder has held (or is treated as having held)
his or her Newegg stock for more than one year as of the date of the merger. Otherwise, the recognized gain or
loss generally will be a short-term capital gain or loss. The deductibility of capital losses may be subject to
limitations, so U.S. holders are urged to consult with their own tax advisors about their particular tax
consequences, including the potential deductibility of their capital losses, if any. The U.S. holder will have
an adjusted tax basis in the shares received equal to its fair market value, and the holding period of the shares
received by a U.S. holder pursuant to the merger will generally start anew. If the merger is determined by the
Company to be a taxable transaction, then information returns will be filed with the IRS with respect to each
U.S. holder receiving shares in the merger.

U.S. federal backup withholding or other withholding may apply to any exchange of stock pursuant to the
merger, unless the U.S. holder furnishes its taxpayer identification number and other required information to the
exchange agent (or otherwise provides acceptable proof of an applicable exemption) and complies with all
applicable requirements of the withholding rules.

For a discussion of the material U.S. federal income tax consequences of owning our common shares after
the merger, see “Taxation.”
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Anticipated Accounting Treatment

The merger will be accounted for as a reverse merger in accordance with generally accepted accounting
principles in the United States of America, or U.S. GAAP. Under this method of accounting, the Company will
be treated as the “acquired” company for financial reporting purposes. This determination was primarily based
on Newegg comprising the ongoing operations of the combined company, Newegg’s senior management
comprising the senior management of the combined company and Newegg shareholder having a majority of the
voting power of the combined company. For accounting purposes, Newegg will be deemed to be the accounting
acquirer in the transaction and, consequently, the transaction will be treated as a recapitalization of Newegg
(i.e., a capital transaction involving the issuance of shares by the Company for the stock of Newegg).
Accordingly, the consolidated assets, liabilities and results of operations of Newegg will become the historical
financial statements of the combined company, and the Company’s assets, liabilities and results of operations
will be consolidated with Newegg beginning on the acquisition date.

Transaction Expenses

The Company estimates that its total merger transaction expenses will be approximately $1.20 million, which
includes financial advisor fees of approximately $0.27 million, legal fees in the amount of approximately $0.60
million, accounting fees in the amount of approximately $0.14 million, transfer agent fees in the amount of
approximately $0.01 million, printing and mailing fees in the amount of approximately $0.05 million, filing fees
in the amount of approximately $0.10 million and other expenses in the amount of approximately $0.03 million.
None of these expenses are contingent on approval and consummation of the merger unless stated otherwise.

Newegg estimates that its total merger transaction expenses will be approximately $2.24 million, which
includes legal fees in the amount of approximately $1.15 million and accounting fees in the amount of
approximately $1.09 million. None of these expenses are contingent on approval and consummation of the
merger unless stated otherwise.

No Appraisal or Dissenters’ Rights

Under BVI law, our shareholders will not be entitled to appraisal or dissenters’ rights in connection with the
merger.

Vote Required

Assuming that a quorum is present, the affirmative vote of both (i) a majority of the votes cast at the special
meeting and (ii) a majority of votes cast at the special meeting which are not beneficially owned by Hangzhou
Lianluo is required to approve the merger proposal.

Recommendation of the Board

Each of the special committee and our board of directors unanimously recommended that shareholders vote
“FOR” the merger proposal.
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THE MERGER AGREEMENT

The following is a summary of the material terms and conditions of the merger agreement. This summary may
not contain all the information about the merger agreement that is important to you. This summary is qualified
in its entirety by reference to the merger agreement attached as Annex A to, and incorporated by reference into,
this proxy statement/prospectus. You are encouraged to read the merger agreement in its entirety because it is
the legal document that governs the merger.

The merger agreement and the summary of its terms in this proxy statement/prospectus have been included to
provide information about the terms and conditions of the merger agreement. The terms, conditions and
information in the merger agreement are not intended to provide any public disclosure of factual information
about the Company, Newegg or any of their respective subsidiaries or affiliates. The representations, warranties,
covenants and agreements contained in the merger agreement were made by the Company, Newegg and Merger
Sub as of specific dates and were qualified and subject to certain limitations and exceptions agreed to by the
Company, Newegg and Merger Sub in connection with negotiating the terms of the merger agreement. In
particular, in your review of the representations and warranties contained in the merger agreement and described
in this summary, it is important to bear in mind that the representations and warranties were negotiated for the
purpose of allocating contractual risk among the parties to the merger agreement rather than to establish matters
as facts. The representations and warranties may also be subject to a contractual standard of materiality or
material adverse effect that is different from what may be viewed as material by shareholders or other investors
and from the materiality standard applicable to reports and documents filed with the SEC and in some cases
may be qualified by disclosures made by one party to the other, which are not reflected in the merger agreement.
Moreover, information concerning the subject matter of the representations and warranties, which do not
purport to be accurate as of the date of this proxy statement/prospectus, may have changed since the date of the
merger agreement.

For the foregoing reasons, the representations, warranties, covenants and agreements and any descriptions of
those provisions should not be read alone as characterizations of the actual state of facts or condition of the
Company, Newegg or any of their respective subsidiaries or affiliates. Instead, such provisions or descriptions
should be read only in conjunction with the other information provided elsewhere in this proxy
statement/prospectus or incorporated by reference into this proxy statement/prospectus.

Structure of the Merger

The merger agreement provides for the merger, in which Merger Sub will be merged with and into Newegg,
with Newegg surviving the merger as a wholly owned subsidiary of the Company.

Upon the completion of the merger, the Company’s memorandum and articles of association as in effect
immediately prior to the merger shall continue to be the memorandum and articles of association of the
Company, subject to the amendments to be considered at the special meeting that are described elsewhere in this
proxy statement/prospectus. Upon the completion of the merger, all of the directors (except for one) and officers
of Newegg immediately prior to the merger will be appointed to the same positions within the Company and all
of our current directors and officers will resign. See “Directors and Executive Officers” for more information
about our management upon completion of the merger.

Completion and Effectiveness of the Merger

The merger will be completed and become effective at such time as the certificate of merger for the merger is
filed with the Secretary of State of the State of Delaware (or at such time as agreed to between the Company
and Newegg and as specified in such certificate of merger) in accordance with applicable law. Unless the
merger agreement is terminated or another date and time are agreed to by the Company and Newegg,
completion of the merger will occur no later than the second business day following the day on which the last of
the conditions described under “— Conditions to Completion of the Merger” is satisfied or waived (other than
those conditions that by their nature are to be satisfied at the closing of the merger, but subject to the satisfaction
or waiver of such conditions).

As of the date of this proxy statement/prospectus, we expect that the merger will be completed by May 31,
2021. However, completion of the merger is subject to the satisfaction or waiver of the conditions to completion
of the merger, which are summarized below. There can be no assurances as to when, or if, the merger will occur.
If the
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merger is not completed on or before June 30, 2021, either the Company or Newegg may terminate the merger
agreement; provided that the right to terminate the merger agreement if the merger is not completed on or prior
to such date will not be available to either of the Company or Newegg if the failure of the merger to be
consummated by such date is due to a material breach by such party of any representation, warranty, covenant
or other agreement of such party set forth in the merger agreement. See “— Conditions to Completion of the
Merger” and “— Termination of the Merger Agreement.”

Merger Consideration

If the merger is completed, each share of the capital stock of Newegg that was issued and outstanding
immediately prior to the effective time of the merger will be converted into the right to receive 5.8417 common
shares of the Company (which we refer to as the exchange ratio), plus the right, if any, to receive cash in lieu of
fractional shares of the Company (which we collectively refer to as the merger consideration); provided that the
exchange ratio shall be appropriately adjusted to reflect the effect of any share split, split-up, reverse share split,
share dividend or distribution of securities convertible into the Company’s common shares or Newegg’s capital
stock or any reorganization, recapitalization, reclassification or other like change with respect to Company’s
common shares or Newegg’s capital stock having a record date occurring on or after the date of the merger
agreement and prior to the completion of the merger.

The exchange ratio is equal the Newegg per share value divided by the Company per share value. The Newegg
per share value is equal $880,000,000 divided by the number of outstanding Newegg shares on October 23,
2020. The “Company per share value” shall equal (i) the volume-weighted average trading price of the
Company’s Class A common shares for the consecutive twenty (20) trading days immediately prior to and
including October 16, 2020, as adjusted for a 1 to 8 reverse stock split effective on the date of merger agreement
minus (ii) (A) $3,500,000 deposited in the escrow account divided by (B) the number of Company Class A
common shares and Class B common shares issued and outstanding on the date of merger agreement, after
giving effect to such reverse stock split.

Fractional Shares

No fractional shares will be issued to any holder of Newegg capital stock upon the completion of the merger.
Instead, the Company will pay in cash, without interest, an amount equal to the amount of such fractional shares
times $3.3944, the volume-weighted average trading price of the Company’s Class A common shares for the
consecutive twenty (20) trading days immediately prior to and including October 16, 2020, after giving effect to
the 1 to 8 reverse stock split.

Shares Subject to Properly Exercised Appraisal Rights

Newegg shares issued and outstanding immediately prior to the completion of the merger and held by a holder
who is entitled to demand, and has properly demanded, appraisal for such Newegg shares in accordance with
the General Corporation Law of the State of Delaware will not be converted into the right to receive the merger
consideration to which they would otherwise be entitled to under the merger agreement, but will instead be
converted into the right to receive such consideration as may be determined to be due to such holder pursuant to
the procedures set forth in the General Corporation Law of the State of Delaware. If any such holder withdraws
its demand for appraisal or fails to perfect or otherwise loses its right of appraisal pursuant to the General
Corporation Law of the State of Delaware, then such holder’s Newegg shares will instead be deemed to have
been converted into the right to receive the merger consideration.

Treatment of Newegg Equity Awards

The terms of the equity-based compensation issued by Newegg prior to the merger will be assumed by the
Company. The shares of common stock that are issued or may be issued under Newegg’s Incentive Award Plan
and Significant Shareholder Incentive Plan or granted by Newegg outside of such plans will be converted into
the right to receive our common shares in accordance with the exchange ratio, but otherwise on the same terms
and conditions.
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Escrow Account

The Company has placed $3,500,000 into a U.S. bank account designated by a third-party escrow agent
mutually selected by the Company and Newegg. The escrow amount will be used solely to (i) defend,
indemnify and hold harmless Newegg, the Company and each of their respective affiliates and representatives
against, and satisfy any liabilities relating to, any actions relating to the securities purchase agreements dated
February 12, 2020, February 21, 2020 and February 27, 2020 between the Company and certain investors or the
Class A common share purchase warrants issued on February 14, 2020, February 25, 2020, and March 2, 2020,
in each case as amended or restated and (ii) pay the termination fee that may become payable by the Company
to Newegg in accordance with the terms of the merger agreement.

Conditions to Completion of the Merger

Mutual Conditions to Completion

The obligation of each of the Company, Newegg and Merger Sub to complete the merger is subject to the
fulfillment (or waiver, to the extent permissible under applicable law) of the following conditions:

. the shareholders of the Company shall have approved the merger, the disposition and the other
proposals set forth herein (other than the adjournment proposal), which shall in all cases include
approval of a majority of votes cast which are not beneficially owned by Hangzhou Lianluo;

. all consents or filings required to be obtained from or made with any governmental authority or
third parties in order to consummate the transactions contemplated by the merger agreement shall
have been obtained or made;

. no governmental authority shall have enacted, issued, promulgated, enforced or entered any law
(whether temporary, preliminary or permanent) or order that is then in effect and which has the
effect of making the transactions or agreements contemplated by the merger agreement or the
disposition agreement illegal or which otherwise prevents or prohibits consummation of the
transactions contemplated by the merger agreement;

. there shall not be any pending action brought by a third-party non-affiliate to enjoin or otherwise
restrict the consummation of the merger or the disposition;

. the persons identified by Newegg shall have been elected or appointed to the Company’s board of
directors;

. all of the conditions to the obligations of each party to consummate the disposition described in the
disposition agreement shall have been satisfied;

. the amendment to that certain stockholder agreement, dated March 30, 2017, between Newegg and
certain stockholders of Newegg that was entered into concurrently with the merger agreement shall
be in full force and effect and shall be assigned from Newegg to the Company at the closing of the
merger;

. the registration statement of which this proxy statement/prospectus forms a part shall have become
effective under the Securities Act and shall not be the subject of any stop order or proceedings
seeking a stop order;

. the registration statement on Form F-1 relating to a public offering of common shares of the
Company for $30 million, or such other amount necessary to meet NASDAQ’s initial listing
requirements shall have become effective under the Securities Act and shall not be the subject of
any stop order or proceedings seeking a stop order; and

. the foregoing offering shall have simultaneously closed at the time of the merger, with the
disposition closing immediately thereafter.
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Additional Conditions to Completion for the Benefit of Newegg

In addition, the obligation of Newegg to complete the merger is subject to the satisfaction (or waiver, to the
extent permitted by applicable law) of the following conditions:

all of the representations and warranties of the Company and the Merger Sub set forth in the merger
agreement and in any certificate delivered by the Company and the Merger Sub pursuant thereto
shall be true and correct on and as of the date of the agreement and on and as of the completion date
of the merger as if made on the completion date, except for (i) those representations and warranties
that address matters only as of a particular date (which representations and warranties shall have
been accurate as of such date), and (ii) any failures to be true and correct that (without giving effect
to any qualifications or limitations as to materiality or material adverse effect), individually and in
the aggregate, have not had and would not reasonably be expected to have a material adverse effect
on, or with respect to, the Company and its subsidiaries or materially and adversely affects the
Company and the Merger Sub’s ability to consummate the transactions contemplated by the merger
agreement (see “— Definition of Material Adverse Effect” for the definition of material adverse
effect);

the Company and the Merger Sub shall have performed in all material respects all of such party’s
obligations and complied in all material respects with all of such party’s agreements and covenants
under the merger agreement to be performed or complied with by it on or prior to the completion of
the merger;

no material adverse effect shall have occurred with respect to the Company, Merger Sub and any
subsidiary since the date of the merger agreement;

the Company shall have entered into employment agreements, in form and substance reasonably
satisfactory to Newegg, with the persons identified by Newegg;

Newegg shall have received a duly executed legal opinion addressed to Newegg from the
Company’s legal counsel in form and substance reasonably satisfactory to Newegg;

Newegg shall have received from the Company copy of the amended and restated memorandum and
articles of association of the Company approved by shareholders at the special meeting;

the Company and Merger Sub shall have delivered to Newegg customary officer’s certificates,
secretary’s certificates and good standing certificates;

if required, the transactions contemplated by the merger agreement shall have been approved by the
investors pursuant to the securities purchase agreements that the investors and the Company entered
into on February 12, February 21 and February 27, 2020; and

the Company shall have been approved by NASDAQ for listing following the merger.

Additional Conditions to Completion for the Benefit of the Company and Merger Sub

In addition, the obligation of each of the Company and Merger Sub to complete the merger is subject to the
satisfaction (or waiver, to the extent permitted by applicable law) of the following conditions:

all of the representations and warranties of Newegg (including its subsidiaries) set forth in the
merger agreement and in any certificate delivered by Newegg pursuant thereto shall be true and
correct on and as of the date of the merger agreement and on and as of the completion date of the
merger as if made on the completion date, except for (i) those representations and warranties that
address matters only as of a particular date (which representations and warranties shall have been
accurate as of such date), and (ii) any failures to be true and correct that (without giving effect to
any qualifications or limitations as to materiality or material adverse effect), individually or in the
aggregate, have not had and would not reasonably be expected to have a material adverse effect on,
or with respect to, Newegg and any subsidiary or materially and adversely affect Newegg’s ability
to consummate the transactions contemplated by the merger agreement;
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Newegg shall have performed in all material respects all of Newegg’s obligations and complied in
all material respects with all of Newegg’s agreements and covenants under the merger agreement to
be performed or complied with by it on or prior to the completion of the merger;

the lock-up agreements entered into on the date of the merger agreement by among Newegg, the
Company and any Newegg stockholders who would hold more than 5% of the Company common
shares immediately after the closing of the merger shall be in full force and effect;

No material adverse effect shall have occurred and be continuing with respect to Newegg and its
subsidiaries, taken as whole, since the date of the merger agreement;

Newegg shall have delivered to the Company and Merger Sub customary officer’s certificates,
secretary’s certificates, good standing certificates and a certified copy of its certificate of
incorporation; and

the Company and Merger Sub shall have received a duly executed legal opinion addressed to the
Company and Merger Sub from Newegg’s legal counsel in form and substance reasonably
satisfactory to the Company and Merger Sub.

Representations and Warranties

The merger agreement contains a number of representations and warranties made by the Company, Merger Sub
and Newegg, that are subject in certain cases to exceptions and qualifications (including exceptions that are not
material to the party making the representations and warranties and its subsidiaries, taken as a whole, and
exceptions that do not have, and would not reasonably be expected to have, individually or in the aggregate, a
material adverse effect on the party making the representations and warranties). The representations and
warranties in the merger agreement relate to, among other things:

organization, good standing and corporate power;

due authorization, execution and validity of the merger agreement;
capitalization;

ownership of subsidiaries;

governmental approvals for the merger;

absence of any violation, conflict, default under or breach of agreements, or any conflict with or
violation of organizational documents or laws as a result of the execution or delivery of the merger
agreement and completion of the merger;

financial statements and disclosures;

absence of certain changes or events since December 31, 2019;

compliance with laws and permits;

litigation;

material contracts;

intellectual property;

tax matters;

real or personal properties owned or leased by a party to the merger agreement;
labor and other employee matters;

employee benefit plans;

transactions with related persons;
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. books and records;
. accounts receivable;
. business practices;

. Investment Company Act of 1940;
. fees payable to finders or brokers in connection with the merger;

. information provided by the applicable party for inclusion in disclosure documents to be filed with
the SEC in connection with the merger;

. SAFE registrations; and

. SEC filings, the absence of material misstatements or omissions from such filings.

Definition of Material Adverse Effect

Many of the representations and warranties in the merger agreement are qualified by the term “material adverse
effect.”

For purposes of the merger agreement, “material adverse effect” means any effect that is or would be materially
adverse to the business, operations, assets, condition (financial or otherwise) or results of operations of such
party and its subsidiaries, taken as a whole, or to the ability of such party to enter into or perform its obligations
under the merger agreement or any ancillary document to which it is or is required to be a party or to
consummate the transactions under the merger agreement or such ancillary document; provided, however, that
with respect to Company or its subsidiaries, “material adverse effect” shall be measured after giving effect to
the disposition and shall also include any effect that is or would be reasonably expected to be materially adverse
to the issuance of the common shares to be issued in the merger and listing thereof on NASDAQ.

Conduct of Business Pending the Merger

Each of the Company and Newegg have agreed that, unless the other party shall otherwise consent in writing
(such consent not to be unreasonably withheld, conditioned or delayed), during the period from the date of the
merger agreement and continuing until the earlier of the termination of the merger agreement or the completion
of the merger, except as expressly contemplated by the merger agreement or necessary for the consummation of
the transaction contemplated thereby, each party shall, and shall cause its subsidiaries to, (i) conduct their
respective businesses, in all material respects, in the ordinary course of business consistent with past practice,
(i1) comply with all laws applicable to each party and their respective businesses, assets and employees, and
(iii) take all reasonable measures necessary or appropriate to preserve intact, in all material respects, their
respective business organizations, to keep available the services of their respective managers, directors, officers,
employees and consultants, to maintain, in all material respects, their existing relationships with all top
customers and top suppliers (as such terms are defined in the merger agreement), and to preserve the possession,
control and condition of their respective material assets, all as consistent with past practice. The Company also
agreed to settle any and all pending or threatened actions, lawsuits and/or proceedings involving any it or any of
its subsidiaries, its current or former directors, officers or equity holders in connection with any fact, situation,
circumstance, status, condition, activity, practice, plan, occurrence, event, incident, action, failure to act or
transaction existing prior to the completion of the merger. The Company and its subsidiaries (excluding Lianluo
Connection) will not reduce their consolidated working capital (as determined in accordance with GAAP) by
more than $1,000,000, and the Company and its subsidiaries (excluding Lianluo Connection) will not reduce
their consolidated net assets (measured as the sum of their assets minus their liabilities, each as determined in
accordance with GAAP) by more than $1,000,000, except for any deviations from any of the foregoing due to
expenses which are strictly necessary for the consummation of the transactions contemplated by the merger
agreement or for maintenance of Company’s status as an SEC reporting company with its Class A common
shares listed on NASDAQ.
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In addition, without limiting the generality of the foregoing and except as contemplated by the terms of the
merger agreement, during the period from the date of the merger agreement and continuing until the earlier of
the termination of the merger agreement or the completion of the merger, each of the Company and Newegg
agreed that it shall not, and shall cause its subsidiaries not to, without the prior written consent of the other party
(such consent not to be unreasonably withheld, conditioned or delayed):

except for the changes contemplated by the charter amendment proposal, as otherwise necessary for
the Company to maintain compliance with the minimum bid price requirements of the NASDAQ
Capital Market, or to effectuate the merger agreement and the transactions contemplated thereby,
amend, waive or otherwise change, in any respect, its organizational documents;

subject to certain exceptions, authorize for issuance, issue, grant, sell, pledge, dispose of or propose
to issue, grant, sell, pledge or dispose of any of its equity securities or any options, warrants,
commitments, subscriptions or rights of any kind to acquire or sell any of its equity securities, or
other securities, including any securities convertible into or exchangeable for any of its equity
securities or other security interests of any class and any other equity-based awards, or engage in
any hedging transaction with a third person with respect to such securities;

except for the changes contemplated by the charter amendment proposal, or as otherwise necessary
for the Company to maintain compliance with the minimum bid price requirements of the
NASDAQ Capital Market, split, combine, recapitalize or reclassify any of its shares or other equity
interests or issue any other securities in respect thereof or pay or set aside any dividend or other
distribution (whether in cash, equity or property or any combination thereof) in respect of its equity
interests, or directly or indirectly redeem, purchase or otherwise acquire or offer to acquire any of
its securities;

in the case of Newegg, incur, create, assume, prepay or otherwise become liable for any
indebtedness (directly, contingently or otherwise), outside the ordinary course of business, in excess
of $250,000 (individually or in the aggregate), make a loan or advance to or investment in any third
party, or guarantee or endorse any indebtedness, liability or obligation of any person outside the
ordinary course of business;

in the case of the Company, except for accounts payable incurred in the ordinary course of business
that are necessary to maintain the Company’s public listing or to implement the transactions
contemplated by the merger agreement, incur, create, assume or otherwise become liable for any
indebtedness (directly, contingently or otherwise) or liability that the Company or any of its then
current subsidiaries would be liable for after the disposition, make a loan or advance to or
investment in any third party, or guarantee or endorse any indebtedness, liability or obligation of
any person, or prepay any indebtedness of liability;

increase the wages, salaries or compensation of its employees other than in the ordinary course of
business, consistent with past practice, and in any event not in the aggregate by more than five
percent (5%), or make or commit to make any bonus payment (whether in cash, property or
securities) to any employee, or materially increase other benefits of employees generally, or enter
into, establish, materially amend or terminate any benefit plan with, for or in respect of any current
consultant, officer, manager director or employee, in each case other than as required by applicable
law, pursuant to the terms of any benefit plans or in the ordinary course of business consistent with
past practice;

make or rescind any material election relating to taxes, settle any claim, action, suit, litigation,
proceeding, arbitration, investigation, audit or controversy relating to taxes, file any amended tax
return or claim for refund, or make any material change in its accounting or tax policies or
procedures, in each case except as required by applicable law or in compliance with U.S. GAAP;

other than the disposition of Lianluo Connection, transfer or license to any person or otherwise
extend, materially amend or modify, permit to lapse or fail to preserve any of the Company’s
intellectual property, or disclose to any person who has not entered into a confidentiality agreement
any trade secrets;

terminate, waive or assign any material right under any material agreement to which it is a party;
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fail to maintain its books, accounts and records in all material respects in the ordinary course of
business consistent with past practice;

establish any subsidiary or enter into any new line of business;

fail to use commercially reasonable efforts to keep in force insurance policies or replacement or
revised policies providing insurance coverage with respect to its assets, operations and activities in
such amount and scope of coverage as are currently in effect;

revalue any of its material assets or make any change in accounting methods, principles or practices,
except to the extent required to comply with U.S. GAAP and after consulting with its outside
auditors;

in the case of Newegg, waive, release, assign, settle or compromise any claim, action or proceeding
(including any suit, action, claim, proceeding or investigation relating to the merger agreement or
the transactions contemplated thereby), other than waivers, releases, assignments, settlements or
compromises that involve only the payment of monetary damages (and not the imposition of
equitable relief on, or the admission of wrongdoing by, Newegg or its affiliates) not in excess of
$250,000 (individually or in the aggregate), or otherwise pay, discharge or satisfy any actions,
liabilities or obligations, unless such amount has been reserved in Newegg’s financial statements;

in the case of the Company, waive, release, assign, settle or compromise any claim, action or
proceeding (including any suit, action, claim, proceeding or investigation relating to the merger
agreement or the transactions contemplated thereby), or otherwise pay, discharge or satisfy any
actions, liabilities or obligations, unless such amount has been reserved in the Company’s financial
statements;

in the case of Newegg, effectuate a “plant closing” (as defined in the federal Worker Adjustment
and Retraining Notification Act) affecting any site of employment or one or more facilities or
operating units within any site of employment or facility; or experience a “mass layoff” (as defined
in such Act) affecting any site of employment or facility; or engaged in layoffs or employment
terminations sufficient in number to trigger application of any similar state, local or foreign law or
regulation;

in the case of the Company, other than the disposition of Lianluo Connection, close or materially
reduce its or any of its subsidiaries’ activities, or effect any layoff or other personnel reduction or
change, at any of their respective facilities;

acquire, including by merger, consolidation, acquisition of stock or assets, or any other form of
business combination, any corporation, partnership, limited liability company, other business
organization or any division thereof, or any material amount of assets outside the ordinary course of
business consistent with past practice;

in the case of Newegg, make capital expenditures in excess of $250,000 (individually for any
project (or set of related projects) or in the aggregate);

in the case of the Company, make any expenditures in excess of $50,000 individually (or for any set
of related expenditures) or $250,000 in the aggregate, other than expenditures which are paid for by
Lianluo Connection which are strictly necessary and in the ordinary course of business of Lianluo
Connection or expenses which are strictly necessary for the consummation of the transactions
contemplated by the merger agreement or to maintain the Company’s status as an SEC reporting
company with its Class A common shares listed on NASDAQ);

adopt a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring,
recapitalization or other reorganization, except as contemplated by the merger agreement and this
proxy statement/prospectus;

in the case of Newegg, voluntarily incur any liability or obligation (whether absolute, accrued,
contingent or otherwise) in excess of $250,000 individually or $1,000,000 in the aggregate other
than in the ordinary course of business or pursuant to the terms of a material contract or benefit plan
in effect on the date of the merger agreement;
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. other than the disposition of Lianluo Connection, sell, lease, license, transfer, exchange or swap,
mortgage or otherwise pledge or encumber (including securitizations), or otherwise dispose of any
portion of its properties, assets or rights;

. other than the support agreements, enter into any agreement, understanding or arrangement with
respect to the voting of equity securities of such party;

. take any action that would reasonably be expected to significantly delay or impair the obtaining of
any consents or approvals of any governmental authority to be obtained in connection with the
merger agreement;

. enter into, amend, waive or terminate (other than terminations in accordance with their terms) any
transaction with any related person (as defined in the merger agreement);

. transfer any cash in excess of $1,000,000 from the Company to any of its subsidiaries (other than
Merger Sub); or

. authorize or agree to do any of the foregoing actions.

Go Shop

During the period from the date of the merger agreement and continuing until the earlier of the termination of
the merger agreement or the completion of the merger, each of the Company, Merger Sub and Newegg may and
may cause its representatives to directly or indirectly, (i) solicit, assist, initiate or facilitate the making,
submission or announcement of, or intentionally encourage, any acquisition proposal, (ii) furnish any non-
public information regarding such party or its affiliates or their respective businesses, operations, assets,
liabilities, financial condition, prospects or employees to any person or group in connection with or in response
to an acquisition proposal, (iii) engage or participate in discussions or negotiations with any person or group
with respect to, or that could be expected to lead to, an acquisition proposal, (iv) approve, endorse or
recommend, or publicly propose to approve, endorse or recommend, any acquisition proposal, (v) negotiate or
enter into any letter of intent, agreement in principle, acquisition agreement or other similar agreement related
to any acquisition proposal, or (vi) release any third person from, or waive any provision of, any confidentiality
agreement to which such party is a party.

Each of the Company, Merger Sub and Newegg agreed to notify the other as promptly as practicable (and in any
event within 48 hours) orally and in writing of the receipt by such party or any of its representatives of (i) any
bona fide inquiries, proposals or offers, requests for information or requests for discussions or negotiations
regarding or constituting any acquisition proposal or any bona fide inquiries, proposals or offers, requests for
information or requests for discussions or negotiations that could be expected to result in an acquisition
proposal, and (ii) any request for non-public information relating to such party or its affiliates (or any
subsidiary, respectively), specifying in each case, the material terms and conditions thereof (including a copy
thereof if in writing or a written summary thereof if oral) and the identity of the party making such inquiry,
proposal, offer or request for information. Each of the Company, Merger Sub and Newegg agreed to keep the
other parties promptly informed of the status of any such inquiries, proposals, offers or requests for information.

For purposes of the merger agreement, an “acquisition proposal” means any inquiry, proposal or offer, or any
indication of interest in making an offer or proposal, from any person or group at any time relating to an
alternative transaction (other than the transactions contemplated by the merger agreement) concerning the sale
of (i) all or any material part of the business or assets of any subsidiaries of Newegg or the Company and its
subsidiaries, or (ii) any of the shares or other equity interests or profits of any subsidiaries of Newegg or the
Company and its subsidiaries, in any case, whether such transaction takes the form of a sale of shares or other
equity, assets, merger, consolidation, issuance of debt securities, management contract, joint venture or
partnership, or otherwise.

Proxy Statement and Registration Statement Covenant

The Company agreed to prepare and file this proxy statement/prospectus with the SEC. Except with respect to
the information provided by or on behalf of Newegg for inclusion in this proxy statement/prospectus, the
Company agreed to ensure that, when furnished, this proxy statement/prospectus will comply in all material
respects with the requirements of the Exchange Act and the rules and regulations thereunder. The Company also
agreed to cause this proxy statement/prospectus to be disseminated as promptly as practicable to its
shareholders as and to the extent
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such dissemination is required by U.S. federal securities laws and the rules and regulations of the SEC and
NASDAQ promulgated thereunder or otherwise. Newegg agreed to promptly provide to the Company such
information concerning it and its subsidiaries and their respective businesses, operations, condition (financial or
otherwise), assets, liabilities, properties, officers, directors and employees as is either required by federal
securities laws or reasonably requested by the Company for inclusion in this proxy statement/prospectus.
Subject to compliance by Newegg with the immediately preceding sentence with respect to the information
provided or to be provided by or on behalf of it for inclusion in this proxy statement/prospectus, the Company
agreed to cause the proxy statement/prospectus to comply in all material respects with federal securities laws.

The Company also agreed to provide copies of the proposed forms of the proxy statement/prospectus (including
any amendments or supplements thereto) to Newegg such that Newegg and its representatives are afforded a
reasonable amount of time prior to the dissemination or filing thereof to review such material and comment
thereon prior to such dissemination or submission, and the Company agreed to reasonably consider in good
faith any comments of such persons. The Company and Newegg and their respective representatives agreed to
respond promptly to any comments of the SEC or its staff with respect to the proxy statement/prospectus and
promptly correct any information provided by it for use in the proxy statement/prospectus if and to the extent
that such information shall have become false or misleading in any material respect or as otherwise required by
federal securities laws. The Company agreed to provide Newegg and its representatives with copies of any
written comments, and shall inform them of any material oral comments, that the Company or any of its
representatives receive from the SEC or its staff with respect to the proxy statement/prospectus promptly after
the receipt of such comments and shall give Newegg a reasonable opportunity under the circumstances to
review and comment on any proposed written or material oral responses to such comments.

The Company agreed to use its reasonable commercial efforts to cause the registration statement of which this
proxy statement/prospectus forms a part to “clear” comments from the SEC and its staff and to permit Newegg
and its representatives to participate with the Company or its representatives in any discussions or meetings
with the SEC and its staff. Newegg agreed to make, and to cause each of its subsidiaries to make, their
respective directors, officers and employees, upon reasonable advance notice, available to the Company and its
representatives in connection with the drafting of the public filings with respect to the transactions contemplated
by the merger agreement, including the proxy statement/prospectus, and responding in a timely manner to
comments from the SEC.

The Company agreed to call the special meeting as promptly as reasonably practicable after the registration
statement of which this proxy statement/prospectus forms a part has “cleared” comments from the SEC.

The Company and Newegg also agreed that, if at any time prior to the completion of the merger, any
information relating to the Company, on the one hand, or Newegg, on the other hand, or any of their respective
affiliates, businesses, operations, condition (financial or otherwise), assets, liabilities, properties, officers,
directors or employees, should be discovered by the Company, on the one hand, or Newegg, on the other hand,
that should be set forth in an amendment or supplement to this proxy statement/prospectus, so that such
documents would not include any misstatement of a material fact or omit to state any material fact necessary to
make the statements therein, in light of the circumstances under which they were made, not misleading, the
party which discovers such information shall promptly notify each other party and an appropriate amendment or
supplement describing such information shall be promptly furnished to the SEC and, to the extent required by
law, disseminated to the Company’s shareholders.

Other Covenants and Agreements

The merger agreement contains certain other covenants and agreements, including covenants and agreements
requiring that, among other things, and subject to certain exceptions and qualifications described in the merger
agreement:

. each of the Company and Newegg will provide the other party and its representatives at reasonable
times during normal business hours and upon reasonable intervals and notice, access to all offices
and other facilities and to all employees, properties, contracts, agreements, commitments, books and
records, financial and operating data and other information as the other party may reasonably
request;
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from the date of the merger agreement through the completion of the merger, within thirty (30)
calendar days following the end of each three-month quarterly period and each fiscal year, Newegg
will deliver to the Company an unaudited consolidated income statement and an unaudited
consolidated balance sheet for the period from the date of the most recent audited financials through
the end of such quarterly period or fiscal year and the applicable comparative period in the
preceding fiscal year, in each case accompanied by a certificate of the chief executive officer and
the chief financial officer of Newegg to the effect that all such financial statements fairly present in
all material respects the consolidated financial position and results of operations of Newegg as of
the date or for the periods indicated, in accordance with U.S. GAAP, subject to year-end audit
adjustments and excluding footnotes;

from the date of the merger agreement through the completion of the merger, Newegg will also
promptly deliver to the Company copies of any audited consolidated financial statements of
Newegg and its subsidiaries that Newegg’s certified public accountants may issue;

during the period from the date of the merger agreement and continuing until the earlier of the
termination of the merger agreement or the completion of the merger, the Company will keep
current and timely file all of its public filings with the SEC (including any extension periods that
may be applicable) and otherwise comply in all material respects with applicable securities laws and
shall use its commercially reasonable efforts to maintain the listing of its Class A common shares on
NASDAQ;

during the period from the date of the merger agreement and continuing until the earlier of the
termination of the merger agreement or the completion of the merger, each of the Company and
Newegg will to give prompt notice of certain material developments as more particularly described
in the merger agreement; and

each of the Company and Newegg will use its commercially reasonable efforts and cooperate fully
to take all actions necessary, proper or advisable in order to complete the merger.

Termination of the Merger Agreement

The merger agreement may be terminated at any time prior to the completion of the merger, whether before or
after shareholders have approved the merger, in any of the following ways:

by mutual written consent of the Company and Newegg;

by either the Company or Newegg (i) if the merger shall not have occurred on or prior to April 30,
2021; provided, that the right to terminate shall not be available to any party whose material breach
of a representation, warranty or covenant in the merger agreement has been a principal cause of the
failure of the merger to be consummated on or before such outside date, provided further that such
outside date shall be automatically extended up to two additional times by one month each time if,
on the then current outside date (A) all conditions to closing, except for NASDAQ initial listing,
have been satisfied or waived, or are imminently capable of being satisfied, (B) NASDAQ initial
listing is reasonably likely to be satisfied by such outside date, as extended, and (C) the parties have
exercised and continue to exercise their best efforts to satisfy the conditions of NASDAQ initial
listing; (ii) if any governmental authority of competent jurisdiction shall have issued an order or
taken any other action permanently restraining, enjoining or otherwise prohibiting the merger, and,
in each case, such order or action shall have become final and non-appealable; provided, that the
right to terminate shall not be available to any party whose material breach of a representation,
warranty or covenant in the merger agreement has been the principal cause of such action, (iii) if the
approval of a majority of votes cast which are not beneficially owned by Hangzhou Lianluo shall
not have been obtained at the special shareholder meeting; or (iv) if any required approval by the
Newegg shareholders shall not have been obtained within five days after the date of the merger
agreement;

by Newegg (provided it is not then in material breach of any of its obligations under the merger
agreement) (1) if there is any breach of any representation, warranty, covenant or agreement on the
part of the Company or Merger Sub set forth in the merger agreement, or if any representation or
warranty of the Company or Merger Sub shall have become untrue, in either case such that the
applicable conditions set forth in the merger agreement would not be satisfied; provided, however, if
such breach is curable
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by the Company or Merger Sub, Newegg may not terminate for so long as the Company or Merger
Sub continue to exercise their best efforts to cure such breach, unless such breach is not cured
within thirty (30) days after notice of such breach is provided by Newegg to the Company, (ii) if for
any reason the Company fails to call and hold the special meeting within sixty (60) days following
the filing of this registration statement of which this proxy statement/prospectus forms a part, unless
such failure is as a result of the Company responding in good faith to comments on such registration
statement, or the registration statement on Form F-1 related to the public offering of the Company’s
common shares for $30 million, or such other amount necessary to meet NASDAQ’s initial listing
requirements, received from the SEC or comments from NASDAQ, or (iii) if the Company’s board
(or any subgroup or committee thereof) withdraws, modifies or changes its recommendation of the
merger agreement or the merger in a manner adverse to Newegg or shall have resolved to do any of
the foregoing, or approves or recommends, or proposes to approve or recommend, an acquisition
proposal; or (iv) if the escrow amount is not placed into the escrow account within five days after
the date of the merger agreement;

. by the Company (provided neither it nor its subsidiary is then in material breach of any of their
obligations under the merger agreement) (i) if there is any breach of any representation, warranty,
covenant or agreement on the part of Newegg as set forth in the merger agreement or if any
representation or warranty of Newegg shall have become untrue, in either case such that the
applicable conditions set forth in the merger agreement would not be satisfied; provided, however, if
such breach is curable by Newegg, the Company may not terminate the merger agreement for so
long as Newegg continues to exercise its best efforts to cure such breach, unless such breach is not
cured within thirty (30) days after notice of such breach is provided by the Company to Newegg, or
(i1) if the Newegg board (or any subgroup or committee thereof) (A) withdraws, modifies or
changes its recommendation of the merger agreement or the merger in a manner adverse to the
Company or shall have resolved to do any of the foregoing, or (B) approves or recommends, or
proposes to approve or recommend, an acquisition proposal;

. by Newegg if it receives a bona fide written offer prior to the approval of the merger by our
shareholders at the special meeting, and Newegg’s special committee determines in good faith
(based upon a written opinion of an independent financial advisor) that such offer constitutes a
superior offer to the stockholders of Newegg to the terms set forth in the merger agreement, and the
special committee determines in good faith (based upon advice of counsel) that, in light of such
superior offer, the withdrawal or modification of the board’s approval is required in order for the
board to comply with its fiduciary obligations to Newegg’s stockholders under the applicable law;
or

. by the Company if it receives a bona fide written offer prior to the approval of the merger by our
shareholders at the special meeting, and the Company’s special committee determines in good faith
(based upon a written opinion of an independent financial advisor) that such offer constitutes a
superior offer to the shareholders of the Company to the terms set forth in the merger agreement,
and the special committee determines in good faith (based upon advice of counsel) that, in light of
such superior offer, the withdrawal or modification of the board’s approval is required in order for
the board to comply with its fiduciary obligations to the Company’s shareholders under the
applicable law.

If the merger agreement is validly terminated, the merger agreement will terminate (except that the
confidentiality agreement between Newegg and the Company, and the provisions described in Section 5.12
(Public Announcements), Section 5.13 (Confidential Information), Section 7.2 (Effect of Termination),

Article VII (Termination), Article VIII (Indemnification) and Article IX (General Provisions) of the merger
agreement, which provisions shall survive such termination), and there will be no other liability on the part of
either party to the other except as described under “— Termination Fees and Expenses;” provided, that no party
will be relieved from liability for any willful breach of a representation or warranty contained in the merger
agreement or the breach of any covenant contained in the merger agreement, in which case the aggrieved party
will be entitled to all rights and remedies available at law or in equity in accordance with the terms of the
merger agreement.
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Termination Fees and Expenses

If the merger agreement is terminated (i) due to the failure of the Company to obtain the approval of a majority
of votes cast which are not beneficially owned by Hangzhou Lianluo at the special shareholder meeting, or

(i1) upon any of the events described in the third or sixth bullet under “— Termination of the Merger
Agreement” above, then the Company is required to immediately pay to Newegg in cash or by wire transfer of
immediately available funds or by disbursement from the escrow account an amount equal to $450,000.

If the merger agreement is terminated (i) due to the failure of Newegg to obtain any required approval by the
Newegg shareholders within five days after the date of the merger agreement, or (ii) upon the event described in
the fourth or fifth bullet under “— Termination of the Merger Agreement” above, then Newegg is required to
immediately pay to the Company in cash or by wire transfer of immediately available funds an amount equal to
$450,000. During the period from the date of the merger agreement and continuing until the earlier of the
termination of the merger agreement or the completion of the merger, Newegg agreed to keep $450,000 of cash
available for the payment of the foregoing termination fee.

Other Expenses

The merger agreement provides that each of the Company, Merger Sub and Newegg will pay its own costs and
expenses in connection with the transactions contemplated by the merger agreement.

Specific Performance

The parties to the merger agreement are entitled to an injunction or injunctions to prevent breaches of the
merger agreement and to specifically enforce the terms of the merger agreement.

Amendments

The merger agreement may be amended by a written agreement signed by Newegg and the Company.
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THE SUPPORT AGREEMENTS

The following is a summary of the material terms and conditions of the support agreements. This summary may
not contain all the information about the support agreements that is important to you. This summary is qualified
in its entirety by reference to the support agreements attached as Annexes B and C to, and incorporated by
reference into, this proxy statement/prospectus. You are encouraged to read the support agreements in their
entirety because they are the legal documents that governs the matters discussed in the summary below.

Agreement to Vote and Irrevocable Proxy

Concurrently with the execution of the merger agreement, the Company and Newegg entered into support
agreements with Hangzhou Lianluo, Hyperfinite Galaxy Holding Limited, and Mr. Ping Chen. The common
shares outstanding that are beneficially owned by these shareholders and subject to the support agreements
constitute approximately 81.5% of the total voting power of the issued and outstanding common shares as of the
record date.

Pursuant to the support agreements, each shareholder agreed that, prior to the earlier to occur of the termination
of the merger agreement or the completion of the merger (which we refer to as the expiration date) at any
meeting including any postponement or adjournment thereof of the Company’s shareholders, or in connection
with any written consent of shareholders, such shareholder shall (i) appear at such meeting or otherwise cause
all of his or her shares as of the date of the support agreements, and any additional shares or other equity
securities of the Company that such shareholder purchases or with respect to which such shareholder otherwise
acquires sole or shared voting power (including any proxy, other than to the extent such proxy expressly limits
such proxy holder’s ability to act as provided in the support agreements) after the date of the support
agreements, whether by the exercise of any options, warrants or otherwise, including, without limitation, by
gift, succession, in the event of a share split or as a dividend or distribution of any shares, which, together with
the existing shares as of the date of the support agreements, are referred to in this proxy statement/prospectus as
the voting shares, to be counted as present thereat for purposes of calculating a quorum and (ii) vote or cause to
be voted all of his or her voting shares (A) in favor of each of the proposals described in this proxy
statement/prospectus and (B) against any agreement, transaction or other matter that is intended to, or would
reasonably be expected to, impede, interfere with, delay, postpone, discourage or materially and adversely affect
the consummation of the proposals described in this proxy statement/prospectus. The shareholders also agreed
that they will not take or commit or agree to take any action inconsistent with the foregoing and will take such
further affirmative steps as may be reasonably required to effect the foregoing.

In addition, each shareholder appointed Newegg and any of its designees with full power of substitution and
resubstitution, as such shareholder’s true and lawful attorney and irrevocable proxy, to the fullest extent of such
shareholder’s rights with respect to the voting shares, to vote and exercise all voting and related rights,
including the right to sign such shareholder’s name (solely in its capacity as a shareholder) to any shareholder
consent, if such shareholder is unable to perform or otherwise does not perform his, her or its obligations under
the support agreements with respect to such voting shares, solely with respect to the proposal set forth in this
proxy statement/prospectus. Such irrevocable proxy shall automatically terminate on the expiration date.

Transfer Restrictions

Each shareholder also agreed that he or she will not, prior to the expiration date, directly or indirectly, (i) sell,
assign, transfer, tender, or otherwise dispose of (including, without limitation, by the creation of any liens) any
voting shares, (ii) deposit any voting shares into a voting trust or enter into a voting agreement or similar
arrangement with respect to such voting shares or grant any proxy or power of attorney with respect thereto
(other than the support agreements), (iii) enter into any contract, option, commitment or other arrangement or
understanding with respect to the direct or indirect sale, transfer, assignment or other disposition of (including,
without limitation, by the creation of any liens) any voting shares, or (iv) take any action that would make any
representation or warranty of such shareholder contained in the support agreements untrue or incorrect or have
the effect of preventing or disabling such shareholder from performing such shareholder’s obligations under the
support agreements.

Notwithstanding the foregoing, each shareholder may make (i) transfers by will or by operation of law or other
transfers for estate-planning purposes, in which case the support agreements shall bind the transferee, (ii) with
respect to such shareholder’s options, if any, which expire on or prior to the expiration date, a transfer, sale, or



other disposition of voting shares to the Company as payment for the exercise price of such shareholder’s
options, warrants and taxes applicable to the exercise of such shareholder’s options or warrants, (iii) if such
shareholder is a
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partnership or limited liability company, a transfer to one or more partners or members of such shareholder or to
an affiliate of shareholder, or if such shareholder is a trust, a transfer to a beneficiary, provided that in each such
case the applicable transferee has signed another voting agreement in substantially the form of the support
agreements, (iv) transfers to another holder of our common shares that has signed another voting agreement in
substantially the form of the support agreements and (v) transfers, sales or other dispositions as Newegg may
otherwise agree in writing in its sole discretion. If any voluntary or involuntary transfer of any voting shares
covered by the foregoing shall occur (including a transfer or disposition permitted by the foregoing, a sale by a
shareholder’s trustee in bankruptcy, or a sale to a purchaser at any creditor’s or court sale), the transferee shall
take and hold such voting shares subject to all of the restrictions, liabilities and rights under the support
agreements, which shall continue in full force and effect, notwithstanding that such transferee is not a party to
the support agreements and has not executed a counterpart or joinder thereto.

Agreement to Convert Class B Common Shares

Pursuant to a support agreement, Hangzhou Lianluo has also agreed (i) to convert each Class B common share
that it holds into one Class A common share immediately prior to completion of the merger and (ii) that the
warrant contained in Section 4(j) of the share purchase agreement, dated as of April 28, 2016, between the
Company and Hangzhou Lianluo, shall become a warrant to acquire 125,000 Class A common shares at a
purchase price of $17.60 per share. Following the redesignation, this warrant will be exercisable for common
shares and subject to any adjustment to reflect the effect of any stock split, split-up, reverse stock split, stock
dividend, reorganization, recapitalization, reclassification or other like change.

Governing Law

Except to the extent that the laws of British Virgin Islands shall apply to the internal corporate governance of
the Company, the support agreements shall be governed by and construed in accordance with the laws of the
State of Delaware, without giving effect to any choice or conflict of law provision or rule that would cause the
application of the laws of any jurisdiction other than the State of Delaware.
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PROPOSAL II: THE DISPOSITION

Description of the Proposed Disposition

Beijing Fenjin Times Technology Development Co., Ltd., or the Purchaser, is a limited liability company
existing under the laws of the People’s Republic of China. Pursuant to the disposition agreement, the Purchaser
will acquire 100% of the equity interests in Lianluo Connection for RMBO0 immediately following completion
of the merger. In exchange for all of the equity interests in Lianluo Connection, the Purchaser agreed to
contribute RMBS&7.784 million to Lianluo Connection’s registered capital by September 23, 2023 in accordance
with the articles of association of Lianluo Connection. In addition, as an inducement for the Purchaser entering
into the disposition agreement, the Company agreed to convert indebtedness in the aggregate amount of
$11,255,188 that Lianluo Connection owes to the Company into additional paid-in capital of Lianluo
Connection immediately prior to the closing of the disposition.

Reasons and Background for the Proposed Disposition

The Company, through its wholly owned PRC subsidiaries, has been engaged in the medical device business.
The Company develops and distributes medical devices, with a focus on sleep respiratory solutions to OSAS
since 2010. Starting from 2018, the Company has been providing examination services to hospitals and medical
centers through its proprietary medical wearable devices, and doctors are able to refer to examination results
provided by such devices in making diagnoses regarding OSAS.

The Company has incurred significant operating losses for the past five years. For the years ended December
31,2015,2016,2017, 2018 and 2019, the Company incurred operating losses of approximately $6.9 million,
$9.1 million, $5.1 million, $9.3 million and $3.8 million. As of December 31, 2019, the Company had an
accumulated deficit of approximately $44.6 million and negative shareholders’ equity of approximately $1.3
million. In addition, in 2019, the Company terminated the employment of over fifty employees and had only 28
employees as of December 31, 2019.

On September 11, 2019, we received a notification letter from the NASDAQ Listing Qualifications Staff of
NASDAQ notifying us that the minimum bid price per share for our common shares had been below $1.00 for a
period of 30 consecutive business days, and therefore, we no longer met the minimum bid price requirement set
forth in NASDAQ Listing Rule 5550(a)(2). We were granted a compliance period of 180 days, or until March 9,
2020 to regain compliance.

On January 2, 2020, we received another notification letter from the NASDAQ Listing Qualifications Staff
notifying us that we no longer complied with the minimum of $2.5 million in stockholders’ equity for continued
listing on the NASDAQ Capital Market under NASDAQ’s Listing Rule 5550(b)(1) and that we also did not
comply with either of the two alternative standards of Listing Rule 5550(b), the market value standard and the
net income standard. We thereafter submitted a plan to regain compliance with NASDAQ’s applicable listing
standards. On March 10, 2020, in consideration of our recent three financings, from which we received gross
proceeds of approximately $8.08 million, the NASDAQ Listing Qualifications Staff determined that we comply
with the stockholders’ equity requirement set forth in Listing Rule 5550(b)(1). On the same date, given that
except the minimum bid price requirement, we met all other applicable requirements for initial listing on the
NASDAQ Capital Market, the NASDAQ Listing Qualifications Staff recognized our intention of curing the bid
price deficiency by effecting a reverse stock split, and granted a second compliance period of 180 days, or until
September 8, 2020, to regain compliance. The second compliance period was thereafter extended to November
20, 2020 by NASDAQ per SR-NASDAQ-2020-021. On October 21, 2020, we effectuated a share combination
of our common shares at a ratio of one-for-eight in order to increase the per share trading price of our Class A
common shares to satisfy the $1.00 minimum bid price requirement. We regained the compliance with the
minimum bid price rule on November 10, 2020. However, there is no assurance that we will be able to continue
to maintain our compliance with the NASDAQ continued listing requirements. If we fail to do so, our Class A
common shares may lose their status on NASDAQ Capital Market and they would likely be traded on the over-
the-counter market.

Given the significant amount of liabilities incurred by our medical device business, the board decided that a
plausible way to return to profitability and maintain our NASDAQ listing status is to dispose of the medical
device business and concurrently complete the merger with Newegg. Since December 2019, we had been
searching for a suitable buyer for our medical device business. In or about March 2020, we started discussion
with the Purchaser concerning sale of the medical device business.
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After intensive negotiations, the parties agreed on the principal terms of the proposed transaction and entered
into the disposition agreement on October 23, 2020. The terms of the disposition agreement are described in
greater detail in the section below entitled “The Disposition Agreement.”

Reports, Opinions and Appraisals

The Company engaged Benchmark to render an opinion as to whether the disposition consideration to be
received by the Company is fair to the Company’s shareholders from a financial point of view. The Company
decided to engage Benchmark as the Company determined that Benchmark has substantial experience in similar
matters. Benchmark rendered its written opinion to the board of directors on October 23, 2020 that the
disposition consideration to be received by the Company was fair to the Company’s shareholders from a
financial point of view.

The Company paid an aggregate cash fee of $100,000 to Benchmark for its opinion and has obtained consent
from Benchmark for the use of its fairness opinions in this proxy statement/prospectus.

Benchmark’s opinion was provided to the directors for their assessment of the disposition and only addressed
the fairness to the Company’s shareholders, from a financial point of view, of disposition consideration to be
received by the Company pursuant to the disposition agreement as of the date of the opinion and did not address
any other aspects or implications of the disposition.

The summary of Benchmark’s opinion below is qualified in its entirety by reference to the full text of the
written opinion, which is included as Annex F to this proxy statement/prospectus. This summary also
describes the procedures, assumptions, qualifications and limitations, and other matters considered by
Benchmark in preparing its opinion. However, neither Benchmark’s written opinion nor the summary of
its opinion set forth in this proxy statement/prospectus purports to be, or constitutes advice or
recommendations to, any shareholder as to how such shareholder should act or vote with respect to the
merger proposal.

In arriving at its opinion, Benchmark reviewed and considered such financial and other matters as it deemed
relevant, including, among other things:

. the latest draft of the disposition agreement provided to it on October 16, 2020;

. certain information relating to the historical, current and future operations, financial condition and
prospects of Lianluo Connection, made available to it by the Company, including financial
statements that included the actual income statements for the year ending December 31, 2019 and
the nine months ending September 30, 2020, a balance sheet as of September 30, 2020, and a
financial model with projected income statements for the calendar years 2020-2023;

. discussions with certain members of the management of the Company and certain of the Company’s
advisors and representatives regarding the business, operations, financial condition and prospects of
the Company, the disposition and related matters;

. a certificate addressed to it from senior management of the Company which contains, among other
things, representations regarding the accuracy of the information, data and other materials (financial
or otherwise) provided to, or discussed with, it by or on behalf of the Company;

. the current and historical market prices for certain of the Company’s publicly traded securities, and
the current and historical market prices, trading characteristics and financial performance of the
publicly traded securities of certain other companies that Benchmark deemed to be relevant;

. the publicly available financial terms of certain transactions that Benchmark deemed to be relevant;
and

. such other information, economic and market criteria and data, financial studies, analyses and
investigations and such other factors as Benchmark deemed relevant.

Benchmark has relied upon and assumed, without independent verification, the accuracy and completeness of
all data, material and other information furnished, or otherwise made available, to it, discussed with or reviewed
by it, or publicly available, and do not assume any responsibility with respect to such data, material and other
information. In addition, management of the Company has advised Benchmark, and Benchmark has assumed,
that the financial projections reviewed by it have been reasonably prepared in good faith on bases reflecting the
best
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currently available estimates and judgments of such management as to the future financial results and condition
of the Company or Lianluo Connection and Benchmark expresses no opinion with respect to such projections or
the assumptions on which they are based. Benchmark has relied upon and assumed, without independent
verification, that there has been no change in the business, assets, liabilities, financial condition, results of
operations, cash flows or prospects of the Company or Lianluo Connection since the respective dates of the
most recent financial statements and other information, financial or otherwise, provided to it that would be
material to its analyses or the opinion, and that there is no information or any facts that would make any of the
information reviewed by Benchmark incomplete or misleading. Benchmark has further relied upon the
assurance of the management of the Company that they are unaware of any facts that would make the
information provided to Benchmark incomplete or misleading in any material respect. In connection with its
review and arriving at its opinion, Benchmark did not assume any responsibility for the independent verification
of any of the foregoing information and relied on the completeness and accuracy as represented by the
Company. In addition, Benchmark has relied upon and assumed, without independent verification, that the final
form of the disposition agreement will not differ in any material respect from the latest draft of the disposition
agreement provided to it as identified above. In addition, Benchmark did not make any independent evaluation
or appraisal of the assets or liabilities of the Company or Lianluo Connection nor was Benchmark furnished
with any such independent evaluations or appraisals. The opinion is necessarily based upon financial, economic,
market and other conditions as they existed on, and should be evaluated as of, the date thereof. Although
subsequent developments might affect the opinion, Benchmark does not have any obligation to update, revise or
reaffirm its opinion.

Benchmark has assumed that the disposition will be consummated on terms substantially similar to those set
forth in the disposition agreement identified above.

Benchmark has not been requested to, and did not, (a) initiate or participate in any discussions or negotiations
with, or solicit any indications of interest from, third parties with respect to the merger, the securities, assets,
businesses or operations of the Company or Lianluo Connection or any other party, or any alternatives to the
disposition, (b) negotiate the terms of the disposition, or (c) advise the board or any other party with respect to
alternatives to the disposition. The opinion is provided for the benefit of the board (solely in their capacities as
such) and is not for the benefit of, and may not be used for any other purpose and does not constitute a
recommendation to the shareholders of the Company as to how to vote or act with respect to the merger or
otherwise.

In the ordinary course of its business, Benchmark may have actively traded the equity or debt securities of the
Company and may continue to actively trade such equity or debt securities. In addition, certain individuals who
are employees of, or are affiliated with, Benchmark may have in the past and may currently be shareholders of
the Company.

Summary of Financial Analysis

The following is a summary of the analyses performed by Benchmark in connection with its opinion. The
analyses and factors described below must be considered as a whole; considering any portion of such analyses
or factors, without considering all analyses and factors, could create a misleading or incomplete view of the
process underlying Benchmark’s opinion. Some of the summaries of the financial analyses include information
presented in tabular format. The tables are not intended to stand alone, and in order to more fully understand the
financial analyses used by Benchmark, the tables must be read together with the full text of each summary.
Considering the data set forth below without considering the full narrative description of the financial analyses,
including the methodologies and assumptions underlying the analyses, could create a misleading or incomplete
view of Benchmark’s financial analyses.

Benchmark completed a series of financial analyses to derive a range of potential equity values for Lianluo
Connection. Benchmark’s financial analysis employed three methodologies, with no particular weight given to
any:

. selected public company analysis;
. precedent transaction analysis; and

. discounted cash flow analysis.
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Valuation Summary

Based on its analysis, the estimated equity value of Lianluo Connection ranges from RMB(100.6) million to
RMB1.42 million. This range is based on the following, among other factors:

. The comparative values of medical equipment companies focused on sleep monitoring, respiratory
and/or cardio products

. The comparative values of recent M&A transactions involving similar medical equipment
companies

. Lianluo Connection’s financial forecast for 2020-2023

. The results of the Selected Public Company Analysis, Precedent Transaction Analysis, and
Discounted Cash Flow Analysis

Estimated Value of Lianluo Connection

Valuation Methodology Range (RMB)

Selected Public Company Analysis 603,578 1,407,214
Precedent Transaction Analysis 425,704 1,422,583
Discounted Cash Flow Analysis 286,269 399,278
Range 286,269 1,422,583
Unpaid Registered Capital (87,784,000) 0
Working Capital Deficit (13,057,176) 0
Equity Value (100,554,907) 1,422,583

This compares to a net consideration of RMB (0.5) million to RMB 26.7 million to be received by Lianluo
Connection

Consideration from Transaction Range (RMB)
Purchase Price 0 0
Unpaid Registered Capital 0 87,784,000
Working Capital Deficit 0 13,057,176
Inter-company Debt Not Assumed by the Purchaser 0  (73,545,628)
Transaction-related Expenses (1,000,000) (1,000,000)
Net Consideration (1,000,000) 26,295,548

Selected Public Company Analysis

Benchmark analyzed the valuation of publicly-listed medical equipment companies with a focus on sleep
monitoring, respiratory and/or cardio products. Its analysis of Lianluo Connection’s valuation included the
following eight companies, none of which is identical to Lianluo Connection: Andon Health A, Compumedics,
Inogen, Itamar Medical, Natus Medical, NeuroMetrix, Nihon Kohden and SomnoMed.

2020 2021
Selected Public Companies’ Average EV/Revenue 2.55x 1.76x
Lianluo Connection Revenue (RMB) 231,102 792,488
Enterprise Value (RMB) 588,253 1,391,889
Plus
Cash (RMB) 15,325 15,325

Minus



Debt (RMB)

Unpaid Registered Capital (RMB)
WC Deficit (RMB)

Equity Value (RMB)

Source: FactSet,; the Company

0
(87,784,000)
(13,057,176)

(100,237,599)

1,407,214

115




Table of Contents

The individual EV/Revenue calculations for each of the selected public companies are as follows:

EV/Revenue EV/Revenue

Company Name (2020) (2021)
Andon Health A 3.08x

Compumedic 2.35x

Inogen 1.26x 1.31x
Itamar Medical 7.38x

Natus Medical 1.39x

NeuroMetrix 0.31x

Nihon Kohden 1.47x 1.40x
SomnoMed 3.13x 2.56x

Precedent Transaction Analysis

Benchmark analyzed the valuation of M&A transactions completed over the last three years involving medical
equipment companies with focus on sleep monitoring, respiratory and/or cardio products. Benchmark’s analysis
included the following five precedent transactions, none of which is identical to Lianluo Connection: Almirall
De Mexico, S.A. De C.V.,, LifeHealthcare Group Ltd., Sarnova, Inc., Viomedex Ltd., and Vyaire Medical, Inc.

2020 2021
Precedent Transactions’ Average EV/Revenue 1.78x 1.59x
Lianluo Connection Revenue (RMB) 231,102 792,488
Enterprise Value (RMB) 410,379 1,407,259
Plus
Cash (RMB) 15,325 15,325
Minus
Debt (RMB) 0 0
Unpaid Registered Capital (RMB) (87,784,000) 0
WC Deficit (RMB) (13,057,176) 0
Equity Value (RMB) (100,415,473) 1,422,583
Source: FactSet,; the Company
The individual EV/Revenue calculations for each of the selected precedent transactions are as follows:
Company Name EV/Revenue
Almirall De Mexico, S.A. De C.V. 3.33x
LifeHealthcare Group Ltd. 1.59x
Sarnova, Inc., 1.63x
Viomedex Ltd. 1.25x
Vyaire Medical, Inc. 1.09x

Generally, the enterprise value is calculated based on the value as of a specified date of the relevant company’s
outstanding equity securities, plus the amount of its net debt (the amount of its outstanding indebtedness, non-
convertible preferred stock, capital lease obligations and non-controlling interests less the amount of cash and

cash equivalents on its balance sheet).

Discounted Cash Flow Analysis

Benchmark used a 4-year forecast model for Lianluo Connection (2020-2023) to estimate a range of equity
values based on a discounted cash flow analysis of free cash flows projections as provided by the Company. The



key assumptions in its analysis include the following:

. Lianluo Connection net sales of RMB 231,000 in 2020, RMB792,000 in 2021, and declining to
RMB 218,000 by 2023;

. Discount rates (WACC or Weighted-Average Cost of Capital) ranging from 21.4% to 25.4%

. Terminal value multiplies of 1.78x to 2.55x revenue
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Projected income statements of Lianluo Connection for the periods indicated below:

Income Statement Projections (Lianluo Q42020 12/31/2021 12/31/2022 12/31/2023
Connection) (RMB) (RMB) (RMB) (RMB)
Net Sales 57,170 792,488 494,682 218,117
COGS (39,183) (480,451) (293,208) (167,606)
Gross Margin 17,987 312,037 201,474 50,510
SG&A 150,079 646,115 646,115 598,297
Operating Profit (132,092) (334,078) (444,641) (547,787)
Non-operating Income (Expenses) 1,579 (6,628) (6,628) (6,628)
EBIT (130,512) (340,706) (451,269) (554,415)

Provision for Income Taxes
Net Income (130,512) (340,706) (451,269) (554,415)
Material Assumptions:

. Lianluo Connection will continue its current business and generate revenues during the above
periods through sales of its inventories of medical devices.

. conversion of indebtedness of $11,255,188 that Lianluo Connection owes to the Company into
additional paid-in capital of Lianluo Connection immediately prior to the closing of the disposition

Net Present Value Analysis — Terminal Value Multiple 2.55x

Unpaid Registered
Discount Enterprise Value Cash/(Net Debt) Capital/WC Deficit Equity Value
Rate (RMB) (RMB) (RMB) (RMB)
21.4% 383,953 15,325 0 399,278
22.4% 375,413 15,325 0 390,738
23.4% 367,159 15,325 0 382,483
24.4% 359,178 15,325 0 374,503
25.4% 351,461 15,325 0 366,786
Net Present Value Analysis — Terminal Value Multiple 1.78x
Unpaid Registered
Discount Enterprise Value Cash/(Net Debt) Capital/WC Deficit Equity Value
Rate (RMB) (RMB) (RMB) (RMB)
21.4% 294,481 15,325 (100,841,176) (100,531,371)
22.4% 288,297 15,325 (100,841,176) (100,537,555)
23.4% 282,318 15,325 (100,841,176) (100,543,533)
24.4% 276,537 15,325 (100,841,176) (100,549,314)
25.4% 270,944 15,325 (100,841,176) (100,554,907)

Effect on the Company if the Disposition is Not Completed

If the disposition is not approved by the shareholders or if the disposition is not completed for any other reason,
the Company will remain a public company, and Lianluo Connection will continue to be the sole subsidiary of
the Company. In addition, our management expects that the business will be operated as how it is currently
being operated until we pursue another strategic alternative, and that our shareholders will continue to be
subject to the same risks and opportunities to which they are currently subject.
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Interests of Directors and Executive Officers in the Proposed Disposition

Ms. Yingmei Yang, our Interim Chief Financial Officer and one of directors, also serves on the board of
Newegg. Because the completion of the merger is contingent upon the disposition our medical device business,
Ms. Yang may also have interests in the disposition that may be different from, or in addition to, the interests of
our unaffiliated shareholders.

No Appraisal or Dissenters’ Rights

Under BVI law, our shareholders will not be entitled to appraisal or dissenters’ rights in connection with the
disposition.

Vote Required

Assuming that a quorum is present, the affirmative vote of both (i) a majority of the votes cast at the special
meeting and (ii) a majority of votes cast at the special meeting which are not beneficially owned by Hangzhou
Lianluo is required to approve the disposition proposal.

Recommendation of the Board

Each of the special committee and our board of directors unanimously recommended that shareholders vote
“FOR” the disposition proposal.
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THE DISPOSITION AGREEMENT

The following is a summary of the material terms and conditions of the disposition agreement, which is attached
as Annex E to this proxy statement/prospectus and is incorporated by reference herein. This summary does not
purport to be complete and may not contain all of the information about the disposition agreement that is
important to you. You are encouraged to read the disposition agreement in its entirety because it is the legal
document that governs the matters discussed in the summary below.

The Disposition

At the closing and subject to and upon the terms and conditions of the disposition agreement, the Company will
sell, transfer, convey, assign and deliver to the Purchaser, and the Purchaser will purchase, acquire and accept
from the Company, all of the equity ownership and all relevant rights and interests of Lianluo Connection
(which we refer to as the equity interests), free and clear of all liens.

In exchange for the equity interests, the Purchaser agreed to contribute RMB87.784 million to Lianluo
Connection’s registered capital by September 23, 2023 in accordance with the articles of association of Lianluo
Connection. In addition, as an inducement for the Purchaser entering into the disposition agreement, the
Company agreed to convert indebtedness in the aggregate amount of $11,255,188 that Lianluo Connection owes
to the Company into additional paid-in capital of Lianluo Connection immediately prior to the closing of the
disposition.

Representations and Warranties

The disposition agreement contains certain representations and warranties made by the Purchaser, the Company
and Lianluo Connection. These representations and warranties relate to, among other things:

. due organization and good standing of each party;

. authorization and binding agreement;

. government approvals;

. non-contravention;

. access to information of Lianluo Connection;

. the unpaid registered capital of Lianluo Connection;

. the Purchaser’s acknowledgement that the Company has no obligations or liabilities relating to
Lianluo Connection upon consummation of the disposition; and

. the Company’s good title to the equity interests, free and clear of all liens.

Closing Conditions

The obligation of each of the Purchaser, the Company and Lianluo Connection to complete the disposition is
subject to the fulfillment (or waiver, to the extent permissible under applicable law) of the following conditions:

. obtaining any requisite regulatory approvals;

. no law or order prohibiting or preventing consummation of the disposition;

. no litigation to enjoin or otherwise restrict consummation of the disposition;

. the Company shareholder’s approval of the disposition;

. the consummation of the merger; and

. the conversion of indebtedness in the aggregate amount of $11,255,188 owed by Lianluo

Connection to the Company into additional paid-in capital of Lianluo Connection.
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Amendment and Termination

The disposition agreement may only be amended, supplemented or modified pursuant to a written agreement
signed by the Purchaser and the Company.

The disposition agreement may be terminated prior to the closing date as follows:
. by mutual written consent of the Purchaser and the Company;

. by written notice by either the Purchase or the Company if a governmental authority of competent
jurisdiction shall have issued an order or taken any other action permanently restraining, enjoining
or otherwise prohibiting the transactions contemplated by the disposition agreement and such order
or other action has become final and non-appealable;

. by written notice by the Company if the required shareholder approval is not obtained; or

. by written notice by the Company if the merger is not closed.

Governing Law

The execution, validity, interpretation, performance, implementation and dispute resolution of the disposition
agreement is governed by and construed in accordance with the laws of China. Any dispute arising out of or in
connection with the disposition agreement will be settled by the parties through friendly negotiation. Either
party may submit any dispute failing friendly settlement to competent courts where this disposition agreement is
executed.
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PROPOSAL III: REDESIGNATION

Purpose and Effect of the Redesignation

The Company is currently authorized to issue a maximum of 6,250,000 common shares of par value of
$0.021848 each, of which 4,736,111 are designated as Class A common shares of par value of $0.021848 cach
and 1,513,889 are designated as Class B common shares of par value of $0.021848 each.

The holder of all of the Company’s issued and outstanding Class B common shares, Hangzhou Lianluo, has
agreed (i) to convert each Class B common share that it holds into one Class A common share immediately
prior to completion of the merger and (ii) that the warrant contained in Section 4(j) of the share purchase
agreement, dated as of April 28, 2016, between the Company and Hangzhou Lianluo, shall become a warrant to
acquire 125,000 Class A common shares at a purchase price of $17.60 per share.

As aresult of this conversion, the Company will not have any outstanding Class B common shares or securities
convertible into Class B common shares. As a result, the special committee has determined that it is advisable
and in the best interests of the Company and its shareholders that the Company’s authorized shares be renamed
and redesignated into 6,250,000 common shares of par value of $0.021848 each.

All of the issued and outstanding awards, including options and restricted shares, granted by the Company
under the Company’s currently effective share incentive plans, will entitle the grantees to such number of
common shares equivalent to the number of Class A common shares that these grantees would be entitled to as
originally set out in their relevant award agreement with the Company and the Company shall issue such
common shares to the grantees of such awards granted pursuant to the applicable share incentive plan upon
vesting and/or exercise of such awards, by the grantees.

The proposed redesignation will not affect in any way the validity or transferability of share certificates
outstanding, the authorized shares of the Company or the trading of the Company’s common shares on the
NASDAQ Capital Market. If the redesignation proposal is approved by our shareholders, it will not be
necessary for shareholders to surrender their existing share certificates. Instead, when certificates are presented
for transfer, new certificates representing common shares will be issued.

If the redesignation proposal is approved, it would become effective upon the filing of amended and restated
memorandum and articles of association with the Registrar of Corporate Affairs of the British Virgin Islands.
See also “Proposal VII: Charter Amendment.”

Vote Required

Assuming that a quorum is present, the affirmative vote of both (i) a majority of the votes cast at the special
meeting and (ii) a majority of votes cast at the special meeting which are not beneficially owned by Hangzhou
Lianluo is required to approve the redesignation proposal. In addition, assuming that a quorum is present, the
affirmative vote of a majority of the issued and outstanding Class B common shares entitled to vote and voting
on this proposal at the special meeting is required.

Recommendation of the Board

Each of the special committee and our board of directors unanimously recommends a vote “FOR” approval of
the redesignation proposal.
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PROPOSAL IV: SHARE COMBINATION

Purpose of Share Combination

The Company’s Class A common shares are listed on the NASDAQ Capital Market under the trading symbol of
“LLIT.” It is recognized that, on April 8, 2020, the Company held a special shareholder meeting at which the
Company’s shareholders approved a proposal to combine the Company’s issued and outstanding common
shares at a ratio from one-for-two up to one-for-twenty to be determined by the board of directors, with a view
to regaining compliance with NASDAQ Listing Rule 5550(a)(2) which requires listed shares to maintain a
minimum bid price of $1.00 per share (which we refer to as the bid price rule). In order to regain compliance
with the bid price rule, pursuant to NASDAQ Listing Rule 5810(c)(3)(A), the closing bid price of Class A
common shares should be at least $1.00 for a minimum of ten consecutive business days. On October 21, 2020,
we completed a share combination of our common shares at a ratio of one-for-eight and regained compliance
with the bid price rule on November 10, 2020.

In connection with the merger, we believe that it is advisable and in the best interest of the Company and its
shareholders to effectuate a share combination, for the purpose of enhancing our ability to meet NASDAQ’s
initial listing requirements following the completion of merger, including the requirement of a minimum bid
price of $4.00 per share under NASDAQ Listing Rule 5505. NASDAQ rules require the post-merger entity to
comply with the initial listing standards of the applicable NASDAQ market to continue to be listed on such
market following a change of control transaction. As a result, the board is soliciting shareholders’ approval of a
share combination of the Company’s common shares at a ratio of not less than one-for-two and not more than
one-for-fifty at any time no later than June 30, 2021, with the exact ratio to be set at a whole number within this
range, as determined by our board of directors in its sole discretion.

Our board intends to effect a share combination only if it believes that a decrease in the number of outstanding
common shares is likely to improve the trading price of our common shares and is necessary to meet initial
listing requirements of the NASDAQ Capital Market for the completion of the merger. If shareholders approve
the proposed share combination, it will be effected, if at all, only upon a determination by the board that the
share combination is in the best interests of the Company and its shareholders at that time. The board reserves
its right to elect not to proceed and abandon the share combination if it later determines, in its sole discretion,
that implementing this proposal is not in the best interests of the Company and its shareholders.

The board also believes that the delisting of our common shares from the NASDAQ Capital Market would
likely result in decreased liquidity. Such decreased liquidity would result in the increase in the volatility of the
trading price of our common shares, a loss of current or future coverage by certain analysts and a diminution of
institutional investor interest. In addition, the board believes that such delisting could also cause a loss of
confidence of corporate partners, customers and our employees, which could harm our business and future
prospects.

In evaluating whether or not to conduct the share combination, the board also took into account various negative
factors associated with such corporate action. These factors include: the negative perception of share
combination held by some investors, analysts and other stock market participants; the fact that the share price of
some companies that have effected share combinations has subsequently declined back to pre-combination
levels; the adverse effect on liquidity that might be caused by a reduced number of shares outstanding; and the
costs associated with implementing a share combination.

The board considered these factors, the potential harm of being delisted from the NASDAQ Capital Market and
the prospective benefits resulting from the completion of the merger. The board determined that completion of
the merger and continued listing on the NASDAQ Capital Market are in the best interests of the Company and
its shareholders, and that the share combination is probably necessary to consummate the merger and maintain
the listing of our common shares on the NASDAQ Capital Market. As noted above, even if shareholders
approve the share combination, the board reserves the right not to effect the share combination if it no longer
believes that a share combination is in the best interests of the Company and its shareholders.

In addition, there can be no assurance that after the share combination we would be able to consummate the
merger or maintain the listing of our common shares on the NASDAQ Capital Market. Shareholders should
recognize that if the share combination is effected, they will own a smaller number of common shares than they
currently own. While we expect that the share combination will result in an increase in the market price of our
common shares, it may
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not increase the market price of our common shares in proportion to the reduction in the number of common
shares outstanding or result in a permanent increase in the market price (which depends on many factors,
including our performance, prospects and other factors that may be unrelated to the number of shares
outstanding).

If the share combination is effected and the market price of our common shares declines, the percentage decline
as an absolute number and as a percentage of our overall market capitalization may be greater than would occur
in the absence of the share combination. Furthermore, the liquidity of our common shares could be adversely
affected by the reduced number of shares that would be outstanding after the share combination. Accordingly,
the share combination may not achieve the desired results that have been outlined above.

Our board has requested that shareholders approve a combination ratio range, as opposed to approval of a
specified combination ratio, in order to give our board maximum discretion and flexibility to determine the
combination ratio based, among other factors, upon prevailing market, business and economic conditions at the
time. No further action on the part of the shareholders will be required to either effect or abandon the share
combination.

Effect of the Share Combination

The share combination will reduce the number of issued and outstanding common shares and the number of
common shares that the Company is authorized to issue at the same combination ratio. In addition, the par value
of the common shares will be increased by the same ratio.

For example, if our board implements a one-for-ten share combination of our common shares, then a
shareholder holding 500 common shares, par value $0.021848 per share, before the share combination would
hold 50 common shares, par value $0.21848 per share, after the share combination. However, each
shareholder’s proportionate ownership of the issued and outstanding common shares immediately following the
effectiveness of the share combination would remain the same, with the exception of adjustments related to the
treatment of fractional shares (see below).

Proportionate adjustments will also be made based on the ratio of the share combination to the per share
exercise price and the number of shares issuable upon the exercise or conversion of all outstanding options,
warrants, convertible or exchangeable securities entitling the holders to purchase, exchange for, or convert into,
our common shares. This will result in approximately the same aggregate price being required to be paid under
such options, warrants, convertible or exchangeable securities upon exercise, and approximately the same value
of common shares being delivered upon such exercise, exchange or conversion, immediately following the
share combination as was the case immediately preceding the share combination.

Fractional Shares

The Company does not currently intend to issue fractional shares in connection with the share combination to
the shareholders. If this proposal is approved by the shareholders at the special meeting, according to Article 3.7
of the Company’s amended and restated memorandum and articles of association, our board has discretionary
authority to determine to compulsorily redeem any fractional shares arising under the share combination so that
subsequent to such redemption, the shareholder holds a whole number of shares. If the board determines to
compulsorily redeem such fractional shares, the Company will pay in cash the fair value of fractions of a share
as of the time when such fractions are redeemed. Any shareholder whose fractional shares are redeemed will be
entitled, upon surrendering to the transfer agent the certificates representing such common shares or, in the case
of non-certificated common shares, such proof of ownership as required by the transfer agent, to receive cash
(without interest or deduction) as a result of the redemption. The fair value of fractions will be determined by
the board, based on the then prevailing traded price of the common shares of the Company.

Procedure for Implementing the Share Combination

As soon as practicable after the effective date of the share combination, shareholders will be notified that the
share combination has been effected. The Company expects that its transfer agent, Computershare Limited, will
act as transfer agent for purposes of implementing the exchange of share certificates. If needed, holders of pre-
combination shares will be asked to surrender to the transfer agent certificates representing pre-combination
common shares in exchange for certificates representing post-combination common shares or, in the case of
holders of non-certificated
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shares, such proof of ownership as required by the transfer agent, in accordance with the procedures to be set
forth in a letter of transmittal that the Company will send to its registered shareholders. No new share
certificates will be issued to a shareholder until such shareholder has surrendered such shareholder’s
outstanding share certificate(s) together with the properly completed and executed letter of transmittal to the
transfer agent.

SHAREHOLDERS SHOULD NOT DESTROY ANY SHARE CERTIFICATE(S) AND SHOULD NOT
SUBMIT ANY CERTIFICATE(S) UNTIL REQUESTED TO DO SO.

Banks, brokers or other nominees will be instructed to effect the share combination for their beneficial holders
holding shares in “street name.” However, these banks, brokers or other nominees may have different
procedures from those that apply to registered shareholders for processing the share combination. If a
shareholder holds shares with a bank, broker or other nominee and has any questions in this regard,
shareholders are encouraged to contact their bank, broker or other nominee.

Federal Income Tax Consequences of the Share Combination

The share combination should be a tax-free transaction under the Code. Therefore, a shareholder generally will
not recognize gain or loss on the share combination, except to the extent of cash, if any, received in lieu of a
fractional share interest in the post-combination shares. The holding period and tax basis of the pre-combination
common shares will be transferred to the post-combination common shares (excluding any portion of the
holder’s basis allocated to fractional shares).

This discussion should not be considered as tax or investment advice, and the tax consequences of the share
combination may not be the same for all shareholders. Shareholders should consult their own tax advisors to
know their individual federal, state, local and foreign tax consequences.

If the proposed share combination is approved, it would become effective after the board determines the
combination ratio and upon the filing of amended and restated memorandum and articles of association
reflecting such share combination with the Registrar of Corporate Affairs of the British Virgin Islands. See also
“Proposal VII: Charter Amendment.”

Vote Required

Assuming that a quorum is present, the affirmative vote of both (i) a majority of the votes cast at the special
meeting and (ii) a majority of votes cast at the special meeting which are not beneficially owned by Hangzhou
Lianluo is required to approve the share combination proposal.

Recommendation of the Board

Each of the special committee and our board of directors unanimously recommends a vote “FOR” approval of
the share combination proposal.
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PROPOSAL V: SHARE INCREASE

Purpose and Effect of the Share Increase

After giving effect to the conversion of all outstanding Class B common shares and the redesignation, we will
be authorized to issue 6,250,000 common shares and will have 4,854,571 common shares issued and
outstanding, based on our capitalization as of April 9, 2021. Following the share combination, the number of
common shares that we will be authorized to issue will be reduced, which makes it necessary and advisable to
increase the number of common shares we are authorized to issue. Pursuant to the merger agreement, we will
issue approximately 363,325,542 common shares to the stockholders of Newegg. At the same time, we intend to
issue additional common shares in connection with a public offering. As a result, the proposed share increase
will become effective prior to and is contingent upon the consummation of the merger.

In addition, the board considers that the increase in the number of shares we are authorized to issue will provide
the Company with flexibility for other potential acquisitions and capital raising activities in the future, if any.
The Company may seek to complete additional acquisitions or raise additional capital in the future through the
issuance of equity securities, such as common shares or securities convertible into common shares.

As a result, the special committee considers it advisable and in the best interests of the Company to approve the
share increase proposal which increases the number of common shares we are authorized to issue to an
unlimited number of common shares.

Once authorized, the additional common shares may be issued with approval of the board, but without further
approval of the shareholders, unless otherwise required by applicable laws.

If the proposed share increase is approved, it would become effective upon the filing of amended and restated
memorandum and articles of association reflecting such share increase with the Registrar of Corporate Affairs
of the British Virgin Islands. See also “Proposal VII: Charter Amendment.”

Vote Required

Assuming that a quorum is present, the affirmative vote of both (i) a majority of the votes cast at the special
meeting and (ii) a majority of votes cast at the special meeting which are not beneficially owned by Hangzhou
Lianluo is required to approve the share increase proposal.

Recommendation of the Board

Each of the special committee and our board of directors unanimously recommends a vote “FOR” approval of
the share increase proposal.
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PROPOSAL VI: NAME CHANGE

Purpose and Effect of the Name Change

The board believes that it is necessary and advisable to change the Company’s corporate name to “Newegg
Commerce, Inc.” to better reflect the Company’s business following the consummation of the merger.

The board has adopted resolutions approving, and recommends to the shareholders for approval, the name
change proposal to change the Company’s name to “Newegg Commerce, Inc.”

If the proposed name change is approved, it would become effective upon the filing of amended and restated
memorandum and articles of association reflecting such name change and the issuance of a Certificate of
Incorporation on Change of Name by the Registrar of Corporate Affairs of the British Virgin Islands. See also
“Proposal VII: Charter Amendment.”

Vote Required

Assuming that a quorum is present, the affirmative vote of both (i) a majority of the votes cast at the special
meeting and (ii) a majority of votes cast at the special meeting which are not beneficially owned by Hangzhou
Lianluo is required to approve the name change proposal.

Recommendation of the Board

Each of the special committee and our board of directors unanimously recommends a vote “FOR” approval of
the name change proposal.
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PROPOSAL VII: CHARTER AMENDMENT

Purpose and Effect of Charter Amendment

Our board believes that it is necessary and advisable to adopt an amended and restated memorandum and
articles of association to, among other things, give effect to the redesignation proposal, the share combination
proposal, the share increase proposal and the name change proposal, as well as certain other amendments
described below. A copy of a form of the proposed amended and restated memorandum and articles of
association is attached as Annex G to this proxy s