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Forge Ahead with Determination

Dear all shareholders of Appotronics:

I am glad to talk with you at this time each year. The year 2023 witnessed the successful
transformation of Appotronics. Despite the various challenges we experienced in this year
full of uncertainty in the external environment, we not only withstood the pressure but also
achieved a successful transformation to stand on a bigger stage. | am especially grateful for
your long-lasting trust and partnership during this process.

With the firm belief in the power of persistence when facing various internal and
external challenges, we persisted in the development strategy of ficore technologies + core
devices + application scenarioso in the path of transformation. The fifundamental businesseso,
including the cinema and dedicated display, and the figrowth businesseso, including the
automotive business, are highly complementary to each other in building a combination of
fiaggressive and defensiveo fort for the Company, which created a very stable business
structure for Appotronics. Despite the objective huge growth potential of the automotive
business, there will be a stage of intense competition prior to the maturity of the automotive
business. Under such circumstance, the cinema and dedicated display businesses stood out
by the value they created. More importantly, without reducing our efforts for existing
businesses, we have been developing new growth poles for mature businesses to greatly
improve the speed and strength of making breakthroughs in growth businesses.

In 2023, we achieved a substantive breakthrough in the automotive business. AAITO
M90, as Huaweids smart flagship SUV and the first nominated automobile model for us, has
been officially implemented. Besides AITO M9, there are another 5 nominated automobile
models not released, which will also contribute to the performance of the Company in the
future. The breakthrough in the automotive optics business is of far-reaching significance.
As the automotive industry is experiencing historical and structural changes, we are both a
participant and a beneficiary as a link in the automotive industry chain. This will have active
and profound effects on the development of the fundamentals of the Company and the future
growth of performance.

In 2023, we achieved high-quality development of the cinema projector business to
build it into a cornerstone of business growth. As of December 31, 2023, the installations of

the APLD® laser projection solution exceeded 29,500 sets in China. The new generation of

2/290



2023 Annual Report

3/



€D ArroTRONICS' 2023 Annual Report

obstacles instead of moving straight ahead. We are firmly confident that we can forge ahead

with strategic persistence and strategic patience.

Last but not least, | would like to thank all shareholders and friends who have been

caring for Appotronics!

Time tells everything!

LIYi

April 2024
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Important Note

The Board of Directors, the Board of Supervisors, directors, supervisors and senior officers of
the Company hereby warrant that the information contained in this Annual Report is true,
accurate and complete and this Annual Report is free from any misrepresentation, misleading
statement or material omission, and agree to assume joint and several liability for this Annual

Report.

. The Company did not make profits at the time of getting listed, and has not made profits by

now
T Yes aNo

I11. Alert of significant risks

The Company has described in detail the risks that may exist in the production and operation of the

Company. Refer to fiSection Il Discussion and Analysis of Business Situations - IV. Risk factorso for

the relevant risks.

IV. All directors of the Company attended the meeting of the Board of Directors.

V.

VI.

Pan-China Certified Public Accountants (Special General Partnership) issued a standard

unqualified auditor’s report to the Company.
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investors. Investors and relevant personnel should sufficiently know about the risks in this aspect, and
understand the differences among plans, predictions, and promises. Investors should be aware of the risk
of investment.
X. Is there any non-operating occupation of funds by the controlling shareholder or its affiliates?
No
XI. Is there any external guarantee provided in contravention of the stipulated decision-making
procedure?
No
XIl.Are the majority of the directors unable to guarantee the truthfulness, accuracy and
completeness of the Annual Report disclosed by the Company?
No

XIIl. Others
T Applicable & N/A
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1. Definitions

Section I. Definitions

For purpose of this report, unless the context otherwise requires, the following terms shall have the
meanings indicated below:

Terms

Company_ " | means Appotronics Corporation Limited

Appotronics

Appotronics Ltd. means | Appotronics Corporation Ltd., the former name of the Company
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nit means | The unit of brightness

IATF means | International Automotive Task Force

ADB means | Adaptive Driving Beam

PCT means | Patent Cooperation Treaty

AVC Revo means | All View Cloud Revo

Netflix means | Netflix Inc. of the United States, a subscription video on-demand over-

the-top streaming service
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Section 11.Company Profile and Financial Highlights

l. Company profile

Chinese name
Short name in Chinese

English name Appotronics Corporation Limited
Short name in English Appotronics
Legal representative LIYi

20-22/F, Hi-tech Zone Union Tower, No. 63 Xuefu Road, Yuehai

Registered address Street, Nanshan District, Shenzhen

Historical changes of the
Company’s registered address
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IV. Stock and depository receipts of the Company
() Stock of the Company
A Applicable T N/A

Stock of the Company
Type of Stock exchange and Stock short name Stock code Former stock
stock board short name
A-shares Shanghai Stock Appotronics 688007 N/A
Exchange, STAR Market

(11) Depository receipts of the Company
T Applicable & N/A

V. Other related information
Name Pan-China Certified Public Accountants

Domestic accounting firm
appointed by the Company
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(1) Differences in net profit and net assets attributable to shareholders of the listed company

disclosed on the financial statements according to the overseas accounting standards and the

Chinese accounting standards

T Applicable & N/A

(1)Explanation about the difference between overseas and Chinese accounting standards

T Applicable & N/A

VIII. Financial highlights in 2023 by quarter

In RMB
1stquarter 2nd quarter 3dquarter 4t quarter
(Jan. - Mar.) (Apr. -Jun.) (Jul. - Sep.) (Oct. - Dec.)
Operating income 459,012,885.14 | 614,236,152.61 | 577,380,260.71 562,727,679.49
Net profit attributable to
shareholders of the listed | 13,654,664.95 | 61,259,976.00 53,644,544.29 -25,372,441.67
company
Net profit attributable to

shareholders of the listed
company after deduction of
non-recurring profit or loss
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other than those used in the
effective hedging activities related
to normal operating business of the
Company

Profit or loss on entrusted Section

investments or assets management 12,504,132.08 X.VII.68 12,637,561.73 9,776,977.44
Reversal of impairment loss on

receivables tested for impairment 701,851.05 837,824.59

individually
Net profit or loss of subsidiaries
from the beginning of the period
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financial assets
Receivables 4,279,041.00 | 11,387,400.00 | 7,108,359.00 0
financing
Investment in other
equity instruments 7,075,419.38 7,075,419.38 0 0
Total 364,234,460.38 | 532,472,819.38 | 168,238,359.00 12,701,132.08

XI. Explanation about performance indicators not under the Accounting Standards for Business
Enterprises

T Applicable & N/A

XII. Information disclosure postponed or exempted due to national secrets, trade secrets, etc.
A Applicable T N/A

Since the relevant information about the Companyads suppliers, customers, and key technical staff is
commercially sensitive information, the disclosure of which may result in unfair competition to the
detriment of the Company and shareholders, the Company anonymized the names of suppliers and

customers, and exempted the disclosure of the specific remuneration of the key technical staff.
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Section I11.  Discussion and Analysis of the Management

. Discussion and Analysis of Business Situations

In 2023, we maintained the persistence in the development strategy of ficore technologies + core
devices + application scenarioso, and continuously increased R&D investments to build the hard
technology strength as a high-growth technology enterprise. During the reporting period, the operating
income of the Company was RMB 2.213 billion, the net profit attributable to shareholders of the parent
company was RMB 103 million, and the gross profit margin of the Company was 36.22%.

During the reporting period, we received several high-quality OEM nominations in the automotive
optics business, and achieved the official implementation of AITO M9 in December 2023, which now is
in the mass production and delivery stage. The active film market in China effectively promoted the high-
quality development of the business of cinema core devices. The dedicated display business focused on

laser high-
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addition, the core light generator of such projection giant screen solution has the features of long service
life, small volume, and high brightness to provide vivid and fine image effects, support high-definition
video play and 3D stereo image play to meet the demands of users for multiple in-vehicle application

scenarios.

Figure 1: Automobile-grade projection giant screen in AITO M9
The automotive giant screen projection solution we provided for AITO M9 was successfully
equipped in the vehicle to meet the demands of in-vehicle film playing, gaming, entertainment, and work,
S0 as to achieve a more outstanding and comfortable way of entertainment during driving, which redefined
the automotive smart space. As the automotive display screen becomes the core device for the ihuman-
machine interactiond function of smart vehicles, the application of smart large screens will be verified by
the market and gradually complete market education for consumers. At present, we have entered the mass
production and delivery stage for AITO M9, which is expected to have positive effects on the operating
performance of the Company during the life cycle of such project.
Released the innovation achievements in automotive optics to showcase the new concept of
industry development
Enterprise innovation and development are impossible without continuous R&D investments and

high-value patent layouts
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quality film-watching experiences, we released the VLED LED Cinema projection solution - a new
generation of active projection technology. Based on the self-luminous imaging principle, the VLED LED
Cinema film screen performs better in the depth of field, expression in multiple levels, and immersive
experience, which can greatly improve the film-watching experiences of the audience. In terms of
performance, the VLED LED Cinema projection solution has a service life that is 3 times of conventional
projectors, and consumes only 40% of the electricity at the equivalent brightness compared with other
LED film screens at the same level, which achieved the integration of the low-carbon and environmental
protection idea with
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2.1 Abundant product portfolios in the dedicated display business kept leading in the industry
development

20/290






€D ArroTRONICS' 2023 Annual Report

22/290



€D ArroTRONICS' 2023 Annual Report

companies is adopted, so the project progress after signing the nomination contract is closely related to
the development progress of customer models.

After the mass production of the project, the car company requires the Company to conduct mass
production, and puts forward specific delivery arrangements, and after the car company confirms the
receipt, it will pay the Company according to the price agreed by both parties.

(111) Industry in which the Company operates
1. Development stage, basic characteristics and main technical barriers of the industry
(1) Development stage of the industry

As an emerging industry, laser display is at a stage of rapid growth, and its growth drivers mainly
come from: 1. technological progress has spawned emerging application fields, and semiconductor laser
light source technology has been applied to the automotive optics, AR, and other fields, and the market
has great potential for explosion; 2. the laser display industry in which the Company operates is one of the
strategic emerging industries receiving the major support from the State for accelerated development. With
the support of national and industry policies, more and more domestic enterprises and scientific research
institutions enter the upstream and downstream fields of the laser display industry chain, strengthen the
industrial chain, and actively develop and iterate technology, thus further increasing the localization rate
of core components.

(2) Basic characteristics of the industry

In 2007, the ALPDE semiconductor laser light source technology invented by our R&D team created
a wholly new semiconductor laser light source, which made a breakthrough in the application of core
devices and imaging solutions of laser display, hence becoming the mainstream technical route for the
laser display industry and being widely used in vehicle, cinema, household, large venue, business
education and other fields.

In terms of technology, the ALPDE semiconductor laser light source technology is compatible with
various chip and technology routes, and is suitable for the DLP, LCOS, and LCD technologies. In terms
of market, in addition to traditional applications such as cinema, large venue, and business education,
emerging industries such as smart cockpit, intelligent networking, AR, and Al are booming, and gradually
become a new application development focus of the laser display industry, and the overall scale of the
industry continues to expand, which is expected to help to broaden the application scenarios of the ALPDE
semiconductor laser light source technology.

(3) Main technical barriers
A. Core technologies

The ALPDE is our original semiconductor laser light source technology of great significance in the
display industry.

1) Original creation: In the past lighting and display, the rare earth phosphor is used only in LED

light sources, while we made the original creation of using rare earth phosphor in laser light sources.

23/290



€D ArroTRONICS' 2023 Annual Report

explored a unique impulse mode and created a unique impulse architecture, which is under strict patent
protection.

3) Flexibility: Since the ALPDE semiconductor laser light source technology combines two
materials/devices, there are many methods of adjustment between the two portions in this architecture,
including adjustable blue light distribution to output light that is adjustable in space; various
phosphor powders to achieve flexible color segments; and  adjustable ratio and strength among color
segments after the blue light is excited. Therefore, the output light is adjustable in terms of strength
distribution, brightness distribution, color temperature, and color to meet the requirements for different
scenarios.

4) Significance of the industry: Despite the long history of using a laser light source in the display
industry, subject to the high cost of red and green lasers, it was hard to make breakthroughs in the
industrialization of laser light sources. However, our ALPDE semiconductor laser light source technology

greatly promoted the process of commercialization and industrialization of laser in the display industry.
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promotion of semiconductor laser light source technology, thus creating technology reserves and patent
portfolios covering the whole technology chain of laser display technology from key system architectures,
and core devices to key algorithms. Thanks to the core competitive advantages consisting of fipatent moat

+ technical barrierso, the Company holds a key position at the upstream core device stage.

3. Development of new technologies, new industries, new types of operation and new modes
during the reporting period and future trend

(1) Further accelerated localization of the laser display industry

Given that the 14™ Five-Year Plan includes laser display as one of the key projects under the finew
display and strategic electronic materialso listed by the Ministry of Science and Technology, the laser
display industry has become one of the strategic emerging industries that will be supported by the State
for accelerated cultivation and development. Secondly, laser display is one of the important links in the
ficarbon neutralityo development of China. Thanks to the obvious advantages of laser display in terms of
comfortable visual effects, low energy consumption, and more energy conservation for bigger screens, the
expansion and application of laser display technologies have become one of the significant measures to
promote green and low-carbon development.

With the support of national and industry policies, more and more domestic enterprises and scientific
research institutions enter the upstream and downstream fields of the laser display industry chain to engage
in the R&D and iteration of technologies, strengthen the industrial chain, actively develop and iterate
technology, and achieve breakthroughs in key elements such as lasers, display chips, projection lens, etc.,
which further improves the ratio of localized production of core components and obviously improves the
independence of laser display in China. According to the White Paper on the Global Laser Display
Industry Chain Development and National Regional Competitiveness, from the perspective of the laser
display industry chain as a whole, the localization rate of Chinafs laser display in 2021 was 45%-55%,
which is expected to increase from 45%-55% to 75%-80% in the next 3-5 years.

(2) Continuous upgrade of automotive intelligentization to transform the smart cockpit to the “third
living space”

At present, smart vehicles have entered the stage of rapid development with the market scale
expanding year by year. As predicted by IPS Consulting, the global market size of smart vehicles in 2025
will reach USD 1.7 trillion. With the in-depth development of Al and human-machine interaction
technologies, the vehicleds smart cockpit and other smart devices are optimized constantly - the function
and safety of smart cockpits will be further enhanced, and the human-machine interaction will achieve a
big leap forward. As the interface for interaction among the human, vehicle, and environment, automotive
display fully reflects the intelligentization process of the cockpit, while the development of smart cockpits
continuously promotes the market expansion and technology upgrade of automotive display products,
which may develop into a key field of market competition. Moreover, given the continuous improvement
in the demands of consumers, vehicle cockpits are equipped with various innovative and smart functions,
and can be customized for customers. As a result, vehicle cockpits have gradually transformed from a

transport means to the fithird living spaceod to meet the user demands for an immersive experience.
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Given the new tide of vehicle intelligentization development, we made use of our evident technology
advantages in the automotive optics field and experience of nominated cooperation to build product
portfolios for smart cockpits, hence providing consumers with new visual experiences and improving the
value of smart interaction in vehicles.

(3) LED film screen development driven by consumer demands for high visual quality and the trend
of high-end cinemas

At present, Chinafs film market is at a critical stage of transforming from steady recovery to high-
quality development. The efforts for the exploration and development of film technologies have never
stopped, and more LED projection products have been released to the market. Meanwhile, the audience
are having higher requirements for visual effects, which promotes filmmaking toward the direction of
higher resolution and higher refresh rate. In addition, in order to cope with the competition with online
video and audio streaming services, cinemas will transform into high-end operations, and therefore make
continuous investments in film experiences and other aspects. Based on the factors above, the LED film
screen is expected to become a new direction for cinema development.

In addition to playing films, LED cinema halls can be used for film press releases, electronic game
competitions, game broadcasting, corporate activities, theater performances, etc., so as to transform the
cinema into a complex commercial body to create diversified incomes.

We take the opportunity of consumer demands for high visual quality and high-end cinemas to release
the VLED LED Cinema projection solution - a new generation of active projection technology, to provide
the audience with outstanding film-watching experiences, and assist cinemas in achieving differentiated
operations to explore cinema halls with their own characteristics.

(4) The era of laser for brand projection

The consumption demands for high-quality and highly cost-effective projection have driven the
development of the projection industry towards high cost-effectiveness and quality improvement, and
attracted many projection manufacturers to increase their R&D investments in light source technologies.
As a result, the laser projection technology is fully marketed to bring brand projection to the era of full
laser projection. According to the data of RUNTO, in 2023, the market shipment of household laser
projectors (including laser TVs) in China was 0.593 million sets, increased by 35.5% year on year.
Meanwhile, RUNTO predicts that in 2024, the shipment of household laser projectors on the global market
will reach 1.25 million sets, increased by over 35% compared with 2023, and the shipment on overseas
markets is expected to reach 0.41 million sets, increased by nearly 24% compared with 2023. Laser display
will enter a year of large-scale, quality-oriented, and international-facing development for diversified
scenarios.

(5) Al empowered laser display to explore innovative application scenarios

In recent years, Al has become an important driving force for a new round of technology revolution
and industry transformation, and a key engine for promoting the high-quality economy development. At
present, Al is developing toward a new stage of multiple intelligence integration. The technology

breakthrough, like ChatGPT, has raised the curtain of general Al; and Kimi, Sora, Genie, and other multi-
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mode large models are released one after the other to achieve breakthrough progress in artificial
intelligence generated content (AIGC). The understanding and simulation of the physical world by such
models are getting close to the reality, which has become an important milestone for artificial general
intelligence (AGI).

The integration of Al with the physical economy will drive industry transformation and create new
industries, new models, and new types of operation. As a tool to serve the lives of human beings, Al can
be used to improve the life quality and meet the human requirements for consumption upgrades. As a
globally leading laser display enterprise, we can explore and strive for organic combination with cutting-
edge technologies in the fields of household, dedicated display, smart wearables, robots, and other fields.

Integration of projection products with Al to improve the interaction experience of products

Based on the profound accumulation of projection technologies and algorithm technologies, we
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Thanks to the iteration and upgrade of Al technologies, robots with access to large models have
started a new era of smart services. When being equipped with Al and natural language processing
technologies, the robot system can provide more abundant, smarter, and more human-oriented services
and experiences.

On the basis of the forward-looking layout in the projection and display industry, we provided the
projection solution for the first house service robot released by Midea Group in 2022, hence successfully
entering the robot field with growth potential. The projection light generator equipped with the ALPDE
semiconductor laser light source technology has the advantages of higher efficiency, smaller volume, and
higher brightness to meet the necessary conditions of small-size and fully battery driving for robot
products. Meanwhile, given the compatibility of laser display technologies with the latest technologies
such as human-machine interaction, smart recognition, Internet of Things, cloud platform, big data, etc.,
and on the basis of the rapid iteration of Al technologies and the entry of more leading enterprises, the
robot market is developing fast, and we are looking to create a new racetrack for rapid development in the
field of smart service robots.

(IV) Core technologies and progress in R&D of technologies

1. Core technologies and their advancement, and changes during the reporting period
We are committed to the breakthroughs, innovations, expansion of application scenarios, and

industrialized promotion of semiconductor laser light source technology, thus creating technology reserves
and patent portfolios covering the whole technology chain of laser display technology from key system
architectures, and core devices to key algorithms. Meanwhile, the Company has devoted many R&D
resources to the preparation and processing for the miniaturization of laser display systems, light source
architectures, complete equipment structures, machine perception, and thin film materials to maintain the
leading position in the industry. As a Leader Level Member of the Laser Illuminated Projector Association
(LIPA), we have participated in the preparation of the international laser display standard.

With the support of the data, algorithms and design solutions accumulated by us over the years, we
can rapidly come up with products and solutions meeting the requirements of different application
scenarios, such as cinema projection, home entertainment, outdoor exhibition, ultra-large-sized display,
and immersive display. Meanwhile, we have continuously achieved breakthroughs in automobile-grade
laser light generators, AR optical modules, etc., and released products to the market.

National scientific and technology awards

T Applicable & N/A

Qualification of national flittle giantd enterprises in specialized, refinement, differential, and innovation,
and fileading enterpriseo in the manufacturing industry

T Applicable & N/A

2. R&D achievements during the reporting period
(1) Core technologies, core devices, and cutting-edge technologies

A. Core technologies
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Relying on the unique light combination technology and profound patent barriers, our latest and
independently developed ALPDE 5.0 super panchromatic laser technology integrates three colors of laser

light sources with three colors of LED light sources to achieve the unprecedented integration of six light
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the hardware foundation for the next generation of film content. In terms of power consumption, the VLED
LED Cinema projection solution has a service life that is 3 times of conventional projectors, and consumes
only 40% of the electricity at the equivalent brightness compared with other LED film screens at the same
level, which is in line with the development idea of low-carbon and environmental protection.

In the field of household core devices, we took the lead in the
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continuous exploration of cutting-edge technologies, we developed two high-performance, low-cost, and

long-duration DLP micro light generators. The DLP micro light generators used in the consumer field have
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4,500 CVIA lumens, which is brighter than TVs.
In the field of laser TVs, Formovie released the laser TV C3 in May 2023. Being equipped with the
ALPDE semiconductor laser light source technology that is the same as high-end cinema laser halls, this

product can display outstanding, clear, and speckle-free images while improving the brightness
performance to 400nit.

B. Dedicated display complete equipment

During the reporting period, we released the T Pro, G Pro, D, D Pro, F Pro, and S4 series new large
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Smart mini
projector

20,951.00

6,640.70
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of the Company (%)
Total compensation of R&D staff 18,847.54 16,993.04
Average compensation of R&D staff 44.04 32.62

Note: During the reporting period, we optimized the staffing structure of R&D personnel in different
business areas. On one hand, due to the business adjustment of the subsidiary Formovie, the number of
R&D personnel was reduced in the second half of 2023; on the other hand, we added R&D personnel in
the automotive field based on the nomination requirements and business planning of the automotive

business.

Academic structure of the R&D staff

Academic category

Person in the academic category

Master and above

126

Bachelor and below
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causing risks of impairment of fixed assets and having adverse effects on the operation of the Company.
In order to cope with the above risks, the Company will pay close attention to the status of fixed assets,
strengthen communication with business departments, improve the efficiency of asset use, and reduce the
risk of impairment. In the meanwhile, for assets that show signs of impairment, the Company will measure
the recoverable amount and make an impairment provision for fixed assets based on the difference between
the recoverable amount and the carrying value.

4. Risks of currency movement

The Companyis procurement and sales involve a variety of foreign currencies, of which the US dollar
is the main foreign currency. If the exchange rate of the relevant currency fluctuates, it will have a certain
impact on the Companyés financial position. In this regard, in order to effectively avoid the risks of the
foreign exchange market, prevent large fluctuations in the exchange rate from adversely affecting the
Companybs business performance, improve the efficiency of the use of foreign exchange funds, and
reasonably reduce financial costs, the Company carries out foreign exchange derivatives and other

businesses in a timely manner to reduce the risk of exchange rate fluctuations.
(V1) Industrial risk
& Applicable T N/A

1. Risk of cyclical fluctuation in the consumer electronics industry
In 2023, the industry prosperity of the consumer electronics industry of our household projection

business was low due to cyclical changes in the macro economy, intensified competition, etc.; as a result,
our business sector related to household projection declined in terms of both revenue and profit
contribution.
Slow restoration of demands in the consumer electronics industry in 2024 may still have adverse effects

on the operating performance of our businesses related to household projection.
(v Risk of macro-environment
4 Applicable T N/A

At present, given that the global economy is experiencing cyclical fluctuations, both domestic and
overseas economies are complex and prone to changes, and the economy pattern is restructuring at an
accelerated pace. If the economy remains low both in China and abroad, our operation may be subject to
adverse effects, which may affect the profitability of the Company.

We will continue to enhance the efforts for the study of macro-economic conditions, pay close
attention to changes in the politics, economy, international trade environment and custom duties in major
countries, rapidly assess risks, and actively adjust relevant businesses to reduce the adverse effects caused

by changes in the international trade environment.
(VHI) Risk related to depository receipts

T Applicable & N/A

(IX) Other significant risks

& Applicable T N/A
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1. Risks in failing to implement investment projects as expected

Under the impact of changes in the internal and external environment, there are risks that the
Company cannot implement investment projects as expected. Despite the efforts of the Company in
enhancing the management over investment projects, accelerating the progress of investment projects, and
constantly monitoring the progress of such investment projects, in the actual implementation, this cannot
avoid situation like delayed construction compared with the plan, or adjustment to the implementation

plan or solution in response to industry and market development. Upon the occurrence of such
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Other products 137
- 20,443.30 | 17,554.85 14.13 -11.96 -3.70 percentage
and businesses .
points
Main business by region
% Change
[0)
Reqi Operating | Operating Gross . /o Change in % Change in
egion ; . in operating . :
income costs margin (%) . operating | gross margin
income
cost
+4.54
Domestic 186,321.49 | 120,878.78 35.12 -12.12 -17.87 percentage
points
-0.95
Overseas 35,014.21 | 20,297.06 42.03 -16.81 -15.43 percentage
points
Main business by sales mode
% Change
. ' % Change . o '
Sales mode Operatlng Operating Gr_oss in operating in Yo Change in
income costs margin (%) . operating | gross margin
income
cost
+6.85
Direct sales 156,281.99 | 95,992.80 38.58 -15.24 -23.75 percentage
points
-4.50
Distribution 65,032.93 | 45,169.12 30.54 -6.62 -0.16 percentage
points
- -9.50
Comg;'lfs'o”ed 20.78 13.92 32.99 -73.34 -68.94 percentage
points

Description of main business by sector, product, region, and sales mode
1. Description by product: Our main businesses are the core device business and projection complete
equipment. During the reporting period, the main businesses achieved the revenue of RMB 2.213 billion,
decreased by 12.90% year on year, where the revenue from the core device and complete equipment
business was RMB 2.009 billion, decreased by 12.99% year on year, which was mainly due to decrease
in the revenue from the To C business caused by the weak demands on consumer electronics market.
2. Description by region: During the reporting period, our revenue from overseas operations was RMB
350.1421 million, decreased by 16.81% year on year, which was mainly due to the reduction in the
overseas sales of light sources.
3. Description by sales mode: Our sales were achieved mainly through direct sales and distribution sales,
supplemented by commissioned sales, where the revenue from commissioned sales was RMB 0.2078
million, decreased by 73.34%, which was mainly due to the change in the sales strategy, i.e., changing
partial commissioned sales businesses to self-operated businesses.

(2). Analysis of output and sales volume
& Applicable T N/A

[0) % 0,
. . Sales & Change &
Main products Unit | Output Stock Change : Change
volume . in sales .
in output volume in stock

Optical  engine
and complete Set 469,652 508,002
equipment

417290




o APPOTRONICS®

2023 Annual Report

The decrease in the output, sales, and stock during the reporting period was mainly due to the changes in
our product portfolios and market demands. The stock reduced mainly because the Company enhanced

inventory control to improve the accuracy of prediction, and optimized the supply chain management, so
as to reduce products on stock.

(3). Performance of significant procurement contracts and significant sales contracts

T Applicable & N/A

(4). Analysis of costs

In RMB 006000
Costs by sector
Ratio in Ratio
total in total o
Components ﬁgiﬁgt costs for | Amount of | costs Ch:; e
Sector P the the prior | for the ang Remark
of cost current current period prior o
period period period amount
(%) (%)
Laser
display : 141,175.84 | 10000 | 171,173.28 | 100.00 | -17.52
industry
Costs by product
Ratio in Ratio
total in total o
Amount costs for  Amount of  costs /o
Components for the - Change
Product the the prior  for the .
of cost current current period prior o
period period period amount
(%) (%)
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(6). Significant changes in or adjustments to the businesses, products, or servic
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In RMB
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receivable

the increase in
commercial
acceptance bills
received in the
current period

Receivables
financing

11,387,400.00

0.27

4,279,041.00

0.10

166.12

Primarily due to
the increase in
bankas
acceptance bills
received during
this period

Contract
assets

1,664,740.29

0.04

1,061,581.35

0.02

56.82

Primarily due to
the increase in
quality warranty
amounts

Non-current
assets due
within one
year

41,997,218.73

1.00

13,431,554.82

0.31

212.68

Primarily due to
the increase in
the long-term
receivables due
within one year
as of the end of
the reporting
period

Other current
assets

48,417,270.11

1.15

106,502,611.79

2.46

-54.54

Primarily due to
VAT credit
refunds  during
the reporting
period

Long-term
receivables

26,000,543.13

0.62

11,524,193.80

0.27

125.62

Primarily due to
the increase in
the business of
installment
receipts in the
current period

Right-of-use
assets

40,016,903.67

0.95

62,255,670.29

1.44

-35.72

Primarily due to
the expiration of
some lease
contracts that
were not
renewed

Other  non-
current assets

29,348,748.27

0.70

12,569,088.37

0.29

133.50

Primarily due to
the increase in
prepayments for
the procurement
of long-term
assets

Short-term
borrowings

80,036,500.00

1.90

129,589,634.03

2.99

-38.24

Primarily due to
the repayment of
due  short-term
borrowings
during the
reporting period

Notes payable

76,001,079.07

1.80

201,299,388.57

4.65

-62.24

Primarily due to
the payment of
bank acceptance
bills that are
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payable at the
beginning  and
paid during the
reporting period

Non-current
liabilities due
within one
year

268,748,151.67

6.37

178,031,817.37

411

Primarily due to
the increase in
the long-term
borrowings due
within one year

Other current
liabilities

18,441,685.83

0.44

28,383,608.37

0.66

-35.03

Primarily due to
the payment
made in the
current period for
rebates incurred
in the  prior
period

Lease
liabilities

15,548,985.71

0.37

34,319,284.23

0.79

-54.69

Primarily due to
the expiration of
some lease
contracts that
were not
renewed

Deferred
income

4,627,972.56

0.11

8,651,422.26

0.20

-46.51

Primarily due to
the recognition
and conversion
of deferred
incomes to other
incomes

Other information

None

2. Overseas assets
& Applicable T N/A
(1) Size of assets
Where: The overseas assets were RMB 392.2661 million, representing 9.29% of the total assets.
(2) Explanation about the high proportion of overseas assets
T Applicable & N/A

3. Encumbrances on assets as of the end of the reporting period
& Applicable T N/A

In RMB
Item Amount Reason
Cash and bank Undue time deposits and interests, account securit
balances 88,979,653.31 depos?ts, and restricted payments g
Intangible assets 270,014,499.78 Mortgage collateral
Total 358,994,153.09 -

4. Other information

T Applicable & N/A

(1V) Analysis of operation information of the industry

& Applicable T N/A
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For the analysis of operation information of the industry during the reporting period, refer to fiSection
111 Discussion and Analysis of Business Situations - 1. Main business, business model, status of industry

and R&D activities during the reporting periodo.
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(V) Analysis of investments

Overall analysis of external equity investments
& Applicable T N/A

In RMB
Investment amount in the reporting period (in Investment in the same period of the Ranae of chanae
RMB) prior year (in RMB) g g
144,726,776.43 162,394,917.57 -10.88%
1. Material equity investments
T Applicable & N/A
2. Material non-equity investments
T Applicable & N/A
3. Financial assets at fair value
& Applicable T N/A
In RMB
Gainor loss | Cumulative fair | Impairment Purchase Sale/redemption
Asset Opening on changes in value changes of the amount for for the curFr)ent Other Closing
category balance fair value for included in current the current eriod changes balance
the period equity period period P
Equities 12,880,000.00 12,880,000.00
Others 351,354,460.38 130,000.00 -4,900,000.00 168,108,359.00 519,592,819.38
Total 364,234,460.38 130,000.00 -4,900,000.00 168,108,359.00 532,472,819.38

Note: i0therso mainly include structured deposits and other equity instruments, described in detail in X111 of Section X.

Description of securities investments
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& Applicable T N/A
In RMB
Gain
or loss

. . Initial Sourc -
Security  Securit  Short investment e of Opening

type y code name cost funds book value
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Description of the actual gains and losses during
the reporting period

The Company recognized the gains and losses from derivative investments during the reporting period, and during
the reporting period, recognized the investment gains of RMB 67,000

Description of hedging effects

N/A

Source of funds for derivative investments

Self-funded capital

Description of the risk analysis and control
measures for the derivatives held during the
reporting period (including but not limited to
market risks, liquidity risks, credit risks,
operating risks, legal risks, etc.)

I. The Company followed the principles of lawfulness, diligence, safety, and effectiveness in conducting foreign
exchange derivative transactions. It did not engage in foreign exchange derivative transactions merely in pursuit of
profit. All the foreign exchange derivative transaction businesses were based on normal production and operation
and supported by specific operating businesses to avoid and protect against exchange rate or interest rate risks;
however, foreign exchange derivative transaction operations still face certain risks:

1. Market risks: The big changes in the foreign exchange market may lead to changes in the prices of foreign
exchange derivatives due to fluctuation in the market prices such as the interest rate, exchange rate, etc. of the
target, hence leading to the market risks of suffering losses;

2. Operating risks: The high professionalism and complexity of the hedging business may lead to certain risks due
to the failure to promptly and fully understand the information about derivatives, or failure to operate in
accordance with specific procedures;

3. Default risks: For forward foreign exchange transactions, if a bank defaults within the period of a contract, the
Company would not be able to exercise the foreign exchange contract according to the agreed price, which may
lead to risks of failure to hedge the risk exposure.

I1. Risk control measures taken by the Company

1. The Company selected foreign exchange derivatives with a simple structure, high liquidity, and controllable
risks for foreign exchange derivative transactions, prohibited any risk speculation acts, and refrained from any
leveraged foreign exchange derivative investments.

2. The Company formulated the strict Management Regulations for Foreign Exchange Derivative Transaction
Businesses, which requires to strictly follow the business operation process and authorization management system,
and enhance communication and exchanges with relevant professional institutions including banks and experts, so
as to minimize the operating and transaction risks.

3. The Company engaged in the foreign exchange derivative transaction business only with financial institutions,
such as large banks, with lawful qualifications, diligently reviewed the contracts with such financial institutions,
and strictly followed the risk management system to avoid possible default risks.

4. The Company regularly performed supervision and check on the compliance of foreign exchange derivative
transactions and the effectiveness, decision-making, and execution of the internal control mechanism.

Changes in the market price or fair value of
products of invested derivatives during the
reporting period, and the specific method in use
for the analysis of the fair value of such
derivatives, and the settings of relevant

The Company recognized the gains and losses from derivative investments during the reporting period, recognized
the change in the fair value of derivatives according to the difference between the agreed exchange rate and the
forward exchange rate as of the end of the reporting period, transferred to investment gains upon the expiration of
a contract, and recognized the investment gains of RMB 67,000 during the reporting period.
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assumptions and parameters

Litigation involved (if applicable)

N/A

Disclosure date of the announcement of the Board
of Directors approving the derivative investments

(if any)

Disclosure date of the announcement of the
general meeting of shareholders approving the
derivative investments (if any)

October 29, 2022

N/A
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5. Specific progress of material assets restructuring and integration during the reporting period
T Applicable & N/A

(V1) Sale of material assets and equities

T Applicable & N/A

(Vi) Analysis of major investees

& Applicable T N/A

In RMB 006000
Company Main Registered | Shareholding | Total ‘ Net ‘Operating Net ‘
name business capital ratio assets assets income profit
Provision  of
cinema
CINEAPPO  Projection 10,000.00 67.80%  80,289.11 50,430.94 51,919.72 10,492.46
services and
sales of
projectors
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On the background of cockpit intelligentization, the rapid increase of the information volume in
vehicles makes the in-vehicle information display area into a core, and the multiple-screen interaction
becomes an important trend for automotive display. By now, we have received multiple high quality
nominations for our smart cockpit products, with the product competitiveness recognized by automobile
manufacturers. In the future, we will make use of our technology advantages and abundant industry
experience to continuously acquire more high quality nominations.

Business of cinema core devices: Given the obvious recovery of the film market, the high
visionary demands will drive new development of the industry. In 2023, the total box office of China
was RMB 54.915 billion, increased by 83.5% year on year; the total number of moviegoers reached 1.299
billion, increased by 82.56% compared with 2022, which indicated an obvious trend of recovery. Looking
ahead into the future, with the continuous release of outstanding films on the film market, the recovery of
film-watching demands will continue, and the supply of outstanding films will drive the continuous
recovery of the industry.

Meanwhile, the audience are having higher requirements for visual effects, which promotes
filmmaking toward the direction of higher resolution and higher refresh rate; as a result, it is probable that
LED screens may become a new opportunity for future growth of the cinema business. As more domestic
enterprises enter the LED film screen market and the continuous maturity of technologies developed, the
VLED LED Cinema projection solution we released not only meets the film-watching demands of the
audience, but also supports cinemas in various differentiated activities to arrange electronic gaming,
enterprise activities, concerts, theater performances, etc. during non-film-watching periods, helping
cinemas to expand the source of profits.

Dedicated display business: Given the continuous recovery of the overall market, new
technologies will lead to high-quality development of the industry. Looking ahead into 2024, given the
multiple favorable factors, including the continuous consumption demands for cultural tourism, driving
force from consumption and investment policies, and the transformation of cultural and tourism digital
technologies, the fundamental condition of fgenerally favorable with growth expectedd remains

unchanged, which effectively promotes the film-watching demands for cultural and tourism lighting, night
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vivid to make teaching more interesting, hence improving the learning efficiency of students. In addition,
on the background of the rapid development of Al technologies, the effective combination of laser display
and Al technologies can provoke both the senses and emotions of users, improve the participation of and
interaction with users, and provide users with more authentic and shocking effects, so as to drive the high-
quality development of the dedicated display field.

(I1) Development strategy of the Company

& Applicable T N/A

Facing the future, we are dedicated to becoming a pioneer in the display industry; under the mission
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the ALPD® 5.0 super panchromatic laser technologies in the household smart projection industry while
promoting the stable and continuous output of existing products. Meanwhile, Formovie will focus on its
own competitive brand products while taking overseas advantages of Google TV+Netflix dual
certification to continuously improve its inherent dynamics, so as to achieve continuous improvement in
operating quality.

2. Continuous efforts to build a smart supply chain

We will further enhance the efforts for building a smart supply chain to build a smart manufacturing
supply chain system leading in the industry, so as to fully safeguard the delivery with cost advantages for
the automotive optics, household, cinema, and other business sectors, hence meeting the growth
requirements of various business sectors. Firstly, we intend to build a brand-new smart production base
by adopting automatic equipment to improve the automation of production processes, apply the 10T
technologies to integrate data from equipment terminals to achieve interconnection and communication,
and gradually establish a smart lights-out factory through smart material allocation and scheduling.
Secondly, to build a smart manufacturing system and framework based on the automation platform,
information platform, and intelligentization platform, we will establish a smart production and
management scheduling center to integrate the smart management of the production module, so as to build
a decision-making and management system for intelligent business operation. Thirdly, based on 5G data
interconnection technologies combined with Al big data analysis technologies, we will achieve data
collection and sharing in real time, establish digital management models, build an enterprise resource
management platform, and manufacture a simulation platform, to support the operation trend analysis and

development strategy prediction for the Company.
(1V) Others
T Applicable & N/A
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Section IV. Corporate Governance

I.  Corporate governance
A Applicable T N/A

During the reporting period, in accordance with the requirements of the Company Law, the Securities
Law, the Rules Governing the Listing of Stocks on the Science and Technology Innovation Board of
Shanghai Stock Exchange, the Guidelines on Self-regulatory Supervision of Listed Companies on the
Science and Technology Innovation Board of Shanghai Stock Exchange, other laws and regulations, and
the Articles of Association, with reference to the actual operation conditions of the Company, we
constantly improved the corporate governance structure and continuously improved the internal
governance and control measures to improve the level of standardized operation and governance level of
the Company. During the reporting period, the actual conditions of corporate governance were in
compliance with the requirements of normative documents on the governance of listed companies.

(1) About the Company and controlling shareholder

During the reporting period, the controlling shareholder and actual controller of the Company strictly
followed the Code of Corporate Governance for Listed Companies, the Rules Governing the Listing of
Stocks on the Science and Technology Innovation Board of Shanghai Stock Exchange, the Guidelines on
Self-regulatory Supervision of Listed Companies on the Science and Technology Innovation Board of
Shanghai Stock Exchange, and other regulations to standardize its acts, and to exercise the rights and fulfill
the obligations as a shareholder in accordance with law. Major decisions of the Company were subject to

the corresponding approval procedure specified in the Articles of Association, while the controlling
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Disclosure, the Management Regulations for Investor Relation, etc. We made information disclosure in a

truthful, accurate, complete, timely, and fair manner, and kept the disclosed content easy to understand to
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V1. Directors, supervisors, and senior officers

(I) Changes in shareholding and remunerations of current directors, supervisors, senior officers and key technical staff and the former directors,
supervisors, senior officers and key technical staff who left the Company during the reporting period

& Applicable T N/A

Unit: Share
Total

remuneration
Number (inclusive of
of Number tax) received

Beginning Expiry date of shares  of shares Change in Cause from the

Name Title Gender Age date of term term of office heldas held as at shareholdin of Company

of office at December g change during the

January 31, 2023 reporting

1,2023
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Financial August 3,
Director 2021
CHEN Independent August 3,
youchun director Male 47 2021 August 2, 2024 0 0 - - 18.00 No
CHEN Independent December 25,
Han director Female | 40 2023 August 2, 2024 0 0 - - - No
LIANG Independent December 25,
Huaguan director Male 42 2023 August 2, 2024 0 0 - - - No
Chairperson
SJ.A”% of theofBoard Female | 43 | July 18,2018 | August2, 2024 0 0 - - 73.68 No
Supervisors
SUN . August 3,
Hongdeng Supervisor Male 42 2021 August 2, 2024 3,000 3,000 - - 73.37 No
WANG Employee
Yanvun representative | Female | 47 | July 18, 2018 August 2, 2024 0 0 - - 43.76 No
y supervisor
CHEN Board | torale | 33 | April 29,2022 | August2,2024 | 18750 | 93,750 75000 | Share 55.06 No
Yasha Secretary incentive
HUFei | Kevtechnical | e | 43 - - 190,316 | 265,316 75000 | Share - No
staff incentive
vuxin | Keytechnical |y |43 : : 103,752 | 200752 | 187,000 | Snare . No
staff incentive
WANG | Key technical | ppo1e | 42 : : 101,752 | 240752 | 139,000 | Share . No
Lin staff incentive
WANG  Keytechnical )0 45~ August2s, ; 90752 220752 139000 . onare ] No
Zeqin staff 2021 incentive
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YU
Zhuoping

YU Zhuoping, male, born in January 1960, Chinese, with no right of permanent residence abroad, obtained a bachelorés degree and a masterds degree
in mechanical engineering from Tongji University, and a doctorate degree in automotive engineering from Tsinghua University. He is currently a
professor at Tongji University, director of the National Intelligent New Energy Vehicle Collaborative Innovation Center, vice chairman of the China
Society of Automotive Engineers, vice chairman and director of the Expert Committee of China Hydrogen Alliance, chairman of Tongji Automobile
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CHEN Youchun, male, born in April 1976, Chinese, with no right of permanent residence abroad, obtained a bacheloris degree from Southwest

CHEN
Youchun
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Hongdeng  University.
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Fodmpticatalel s MN/A.

(1) Posts held by current directors, supervisors and senior officers and the former directors, supervisors and senior officers who left the Company during
the reporting period

1. Posts held at corporate sha ha
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(LP)

Shenzhen Appotronics Optoelectronic Technology

Executive Director, General Manager, and Legal

Tech Innovation Center Co., Ltd.
Huazhong In-

67 /290

Development Co., Ltd. Representative October 2017 i
YLX (Hong Kong) Limited Director June 2008 -
APEX Fund Managed Limited Director November 2013 -
Long Pine Investment, INC. Director June 2020 -
Atria Light Ltd. Director April 2018 -
Atria Light Hong Kong Limited Director April 2018 -
Longpines Financial Investment, INC. Director April 2019 -
Tongji University Professor 1985 -
National _ Intelllgen'g New Energy Vehicle Director 2012 i
Collaborative Innovation Center
g(())nglj_lt dAutomoblle Design and Research Institute Chairman December 2017 i
Shanghai Intelligent New Energy Vehicle Science
and Technology Innovation Function Platform Co., | Chairman March 2018 -
Ltd.

YU Zhuoping | Shanghai Motor Vehicle Inspection Certification & Director April 2021 i
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(111) Remunerations of directors, supervisors, senior officers and key technical staff
& Applicable T N/A

In RMB 06000

Decision-making  procedure  regarding the
remunerations of directors, supervisors and senior
officers

Under the relevant provisions of the Articles of Association and the Companyfs regulations, the
remuneration of the Companyos directors shall be reviewed by the Remuneration and Appraisal Committee
of the Board of Directors, and then be submitted by the Board of Directors directly to the general meeting
of shareholders for deliberation; the remuneration of supervisors shall be submitted by the Board of
Supervisors directly to the general meeting of shareholders for deliberation; and the remuneration of senior
officers shall be reviewed by the Remuneration and Appraisal Committee, and then be submitted to the
Board of Directors for deliberation.

Whether the director withdraws from the
discussion of the Board of Directors on the
remuneration of such director

Yes

Specific information about the suggestions made by
the Remuneration and Appraisal Committee or a
special meeting of independent directors on the
remuneration of directors, supervisors, and senior
officers

Basis for determining the remunerations of
directors, supervisors and senior officers

The Company held the 2024 second meeting of the Remuneration and Appraisal Committee under the
second Board of Directors on April 25, 2024, to deliberate the Proposal on the Remuneration for 2023
and Remuneration Plan for 2024 of Directors of the Company, the Proposal on the Remuneration for 2023
and Remuneration Plan for 2024 of Supervisors of the Company, and the Proposal on the Remuneration
for 2023 and Remuneration Plan for 2024 of Senior Officers of the Company.

For directors, supervisors and senior officers who receive remuneration from the Company, their
remuneration is determined in accordance with the relevant provisions of the Articles of Association and
other relevant provisions in consideration of the market, industry level and personal ability, and the degree
of contribution to the Company; non-independent directors who do not receive remuneration from the
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Note: Since Mr. LI Yi, Chairman and General Manager of the Company, is also a key technician of the Company, the remunerations paid to key technical staff as
stated above included his remuneration.

(IV) Changes in directors, supervisors, senior officers and key technical staff
a Applicable
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Board of Directors Report for 2023 and the 2023 Semiannual Special Report on the Deposit and Use of Offering Proceeds.
22" meeting of the second October 25. 2023 The meeting reviewed and passed 4 proposals, including the Third Quarter Report in 2023 and the
Board of Directors ' Proposal on Discarding Certain 2021 Second Restricted Shares Granted but Not Vested.
23 meeting of the second The meeting reviewed and passed the Proposal on External Investment to Establish a Wholly-owned
. November 16, 2023 - L
Board of Directors Subsidiary and Sub-subsidiary.
24t meeting of the second The meeting reviewed and passed 9 proposals, including the Proposal on Adding Non-independent
got December 8, 2023 | Directors for the Second Board of Directors of the Company and the Proposal on Adding Independent
Board of Directors . .
Directors for the Second Board of Directors of the Company.

VIII. Performance of duties by the directors
(I) Attendance by the directors of the meetings of the Board of Directors and shareholders
Attendance of the
Attendance of the meetings of the Board of Directors general meetings of
Whether or shareholders
. . Whether the
Director __hotan Megtmgs . Meetings . director has .
independent the director  Meetings attended Meetings Absence been absent General meetings of
director should have attended in through attended by times from two shareholders
attended in person communication proxy - attended
. consecutive
2023 equipment -
meetings

711290



0 APPOTRONICS"® 2023 Annual Report

Explanation about absence from two consecutive meetings of the Board of Directors
I Applicable & N/A

Meetings of the Board of Directors held in the current 6
year

Where: Face-to-face meetings 0
Meeting held through communication equipment 4

Meetings held both in the form of face-to-face 2
meeting and through communication equipment

(I1) Objections raised by directors to matters of the Company
T Applicable & N/A

111) Others
7=ini=fe] "\

IX. Specific-
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(111) The Audit Committee held 5 meetings during the reporting period

Date of meeting

Content of meeting

Major opinions
and suggestions

Performance of
other duties

April 3, 2023

Reported affairs during the audit on the financial statements for 2022.

April 26, 2023

Reported affairs at the end of the audit on the financial statements for 2022; the meeting reviewed and
passed 12 proposals, including the Final Account Report for 2022.

August 16, 2023

The meeting reviewed and passed 4 proposals, including the Full Text and Summary of the Semiannual
Report for 2023.

October 25, 2023

The meeting reviewed and passed 2 proposals, including the Third Quarter Report in 2023.

December 25, 2023

Reported affairs at the planning stage of the audit on the financial statements for 2023.

All proposals are
reviewed and
passed

None

(1V) The Nomination Committee held 2 meetings during the reporting period

Date of meeting

Content of meeting

Major opinions
and suggestions

Performance of
other duties

October 25, 2023

The meeting reviewed and passed the Proposal on Engaging the Securities Affairs Representative of the
Company.

December 8, 2023

The meeting reviewed and passed 3 proposals, including the Proposal on Adding Non-independent
Directors for the Second Board of Directors of the Company.

All proposals are
reviewed and
passed

None

(V) The Remuneration and Appraisal Committee held 3 meetings during the reporting period

Date of meeting

Content of meeting

Major opinions
and suggestions

Performance of
other duties

April 26, 2023

The meeting reviewed and passed 2 proposals, including the Proposal on the Remuneration for 2022 and
Remuneration Plan for 2023 of Directors of the Company.

June 25, 2023

The meeting reviewed and passed 2 proposals, including the Proposal on Discarding Certain Restricted
Shares Granted but Not Vested.

October 25, 2023

The meeting reviewed and passed 2 proposals, including the Proposal on Discarding Certain 2021
Second Restricted Shares Granted but Not Vested.

All proposals are
reviewed and
passed

None

(V1) Specific description of objections

T Applicable & N/A
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X. Risks of the Company identified by the Board of Supervisors

T Applicable & N/A
The Board of Supervisors raised no objections with respect to matters under supervision during the
reporting period.

XI1. Employees of the parent company and major subsidiaries as of the end of the reporting period
() Employees

Number of active employees of the parent company 960
Number of active employees of major subsidiaries 459
Total number of active employees 1,419
Number of retired employees for whom the parent
company and major subsidiaries need to pay certain 0
expenses
Profession
Category Number of employees
Production staff 601
Sales staff 212
Technology staff 428
Financial staff 36
Management staff and administrative staff 142
Total 1,419
Education
Level of education | Number

Master and above
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remuneration following international and local laws and regulations with reference to market and industry
conditions and post-specific duties, competence, work experience, etc., and determined their performance-
based remuneration according to actual appraisal results.

(111) Training programs

a Applicable T N/A

To support the long-term strategic development of the Company, maintain the head start advantages
in technologies, and effectively safeguard the continuous development and empowerment of technical
personnel, the Company continuously improved the talent development system and talent training program
designing to support the strategy with talent training efforts, to empower both the organization and
individuals, to continuously improve the organizational capabilities, and to eventually achieve the
dynamic balance between the supply and demand of talents for the Company.

During the reporting period, we designed training programs and developed the content of learning
intended for problem solution around the core objectives of fiimproving the organization performance and
achieving business resultso. Thanks to the designing and implementation of a multi-level training system,
we enhanced the efforts of building a learning organization, created the atmosphere of active participation
in training and sharing, and established a training and education system intended for the growth and
continuous competence improvement for employees. In 2023, the key training programs conducted by the
Company include fiAppotronics Lecture Hallo, fiMeta-capability Classroomo, fiLeadership Programo,
fiMorningLight Plano, fStarlight Pland, and fiLearning Roadmap and Improvement of Post-specific
Expertise and Skillso, etc. to continuously improve the talent education system, enhance training
management, assist employees in improving business capabilities in line with the development of the
Company in multiple levels from multiple perspectives, so as to match with the requirements for strategic
and business development.

In 2024, we will closely follow the requirements for strategic and business development and begin
with the end in mind to drive the joint development of both employees and the Company.

(1V) Outsourced workers
A Applicable T N/A

Total man-hours of outsourced workers 11,855 hours
Total remunerations paid to outsourced RMB 288,187.68
workers

XI1. Proposals for profit distribution or capitalization of the capital reserve
(1) Establishment, implementation or adjustment of the cash dividend policy
4 Applicable T N/A

1. Formulation of policies for cash dividend:

In April 2022, the Board of Directors of the Company formulated the Plan of Returns to Shareholders
for the Next Three Years in accordance with relevant laws and regulations and the Articles of Association,
which established a clear profit distribution mechanism on the basis of actively providing returns to
shareholders and achieving sustainable development of the Company.

2. Implementation of the policies for cash dividend:
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The Company held the 19" meeting of the second Board of Directors on April 26, 2023 and the 2022
annual general meeting of shareholders on May 19, 2023, at which the Announcement on the Profit
Distribution Proposal for 2022 was reviewed and passed. The specific plan is as follows: on the basis of
the total shares on the record date of interest distributio