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APPENDIX I ACCOUNTANTS’ REPORT

The following is the text of a report set out on pages I-1 to I-[54], received from the
Company’s reporting accountants, [Deloitte Touche Tohmatsu], Certified Public Accountants,

Hong Kong, for the purpose of inclusion in this document.
[To insert the firm’s letterhead]

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF NINGBO SUNNY SMART AUTOTECH COMPANY LIMITED,
CHINA INTERNATIONAL CAPITAL CORPORATION HONG KONG SECURITIES
LIMITED AND CITIC SECURITIES (HONG KONG) LIMITED

Introduction

We report on the historical financial information of Ningbo Sunny Smart Autotech
Company Limited* (%% FREITRH A A R/ F]) (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages I-[3] to I-[54], which comprises the combined
statements of financial position of the Group as at December 31, 2023 and 2024 and the
combined statements of profit or loss and other comprehensive income, the combined
statements of changes in equity and the combined statements of cash flows of the Group for
each of the two years ended December 31, 2023 and 2024 (the “Track Record Period”) and
material accounting policy information and other explanatory information (together, the
“Historical Financial Information”). The Historical Financial Information set out on pages
I-[3] to I-[54] forms an integral part of this report, which has been prepared for inclusion in
the document of the Company dated [date] (the “Document”) in connection with the initial
[REDACTED] of shares of the Company on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

Directors’ responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of the Historical
Financial Information that gives a true and fair view in accordance with the basis of preparation
and presentation set out in Note 2 to the Historical Financial Information, and for such internal
control as the directors of the Company determine is necessary to enable the preparation of the
Historical Financial Information that is free from material misstatement, whether due to fraud
Or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200 ‘“Accountants’ Reports on Historical
Financial Information in Investment Circulars” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”). This standard requires that we comply with ethical
standards and plan and perform our work to obtain reasonable assurance about whether the
Historical Financial Information is free from material misstatement.

* English name is for identification purpose
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Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgment, including the assessment of risks of material misstatement of
the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that gives a true and fair view in accordance
with the basis of preparation and presentation set out in Note 2 to the Historical Financial
Information in order to design procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Our
work also included evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors of the Company, as well as
evaluating the overall presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Opinion

In our opinion the Historical Financial Information gives, for the purposes of the
accountants’ report, a true and fair view of the Group’s financial position as at December 31,
2023 and 2024 and of the Group’s financial performance and cash flows for the Track Record
Period in accordance with the basis of preparation and presentation set out in Note 2 to the
Historical Financial Information.

Report on matters under the Rules Governing the Listing of Securities on the Stock
Exchange and the Companies (Winding Up and Miscellaneous Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page I-[3] have been made.

Dividends

We refer to Note 13 to the Historical Financial Information which contains information
about dividends declared and paid by the Company’s subsidiaries in respect of the Track
Record Period and states that no dividend was declared or paid by the Company since its
incorporation.

No historical financial statements for the Company

No financial statements have been prepared for the Company since its date of
incorporation.

[Deloitte Touche Tohmatsu]
Certified Public Accountants
Hong Kong

[®]
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HISTORICAL FINANCIAL INFORMATION OF THE GROUP

Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The combined financial statements of the Group for the Track Record Period, on which
the Historical Financial Information is based, have been prepared in accordance with the
accounting policies which conform with HKFRS Accounting Standards issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) and were audited by us in
accordance with Hong Kong Standards on Auditing issued by the HKICPA (“Underlying
Financial Statements™).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousand (RMB’000) except when otherwise indicated.
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COMBINED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
For the year ended December 31,
NOTES 2023 2024
RMB’000 RMB’000
Revenue . ..... ... ... .. ... . ... ... .. 6 5,262,204 5,989,257
Costofsales............ ... ... ... .... (3,385,601) (3,863,910)
Gross profit . ... ... .. 1,876,603 2,125,347
Other income ............................ 7 57,012 59,396
Other gains and losses . .................... 8 48,926 46,385
Impairment losses under expected credit loss
(“ECL”) model, net of reversal ............. 3,861 1,237
Selling and distribution expenses ............. (64,735) (66,271)
Research and development expenditure . ... ... .. (485,056) (545,917)
Administrative eXpenses . .. ... .............. (158,950) (182,030)
Finance costs . ............ ... ... .. ...... 9 (7,172) (10,898)
Profit before tax ... ...................... 1,270,489 1,427,249
Income tax expense. . ............ ... ....... 11 (130,055) (155,521)
Profit for the year . . . .. ................... 10 1,140,434 1,271,728
Other comprehensive expense for the year
Item that may be reclassified subsequently to
profit or loss:
Exchange differences arising on translation of
foreign operations .. ..................... (8,081) (16,739)
Total comprehensive income for the year. ... .. 1,132,353 1,254,989
Profit for the year attributable to:
— Owners of the Company . ................ 1,128,215 1,258,239
— Non-controlling interests . ............... 12,219 13,489
1,140,434 1,271,728
Total comprehensive income attributable to:
— Owners of the Company . ................ 1,120,134 1,241,500
— Non-controlling interests ................ 12,219 13,489

1,132,353 1,254,989

Earnings per share 14
—Basic (RMB) ....... ... ... ... ... .. ... N/A N/A
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COMBINED STATEMENTS OF FINANCIAL POSITION

Non-current assets
Property, plant and equipment. ...............
Right-of-use assets . .......................
Intangible assets . . ......... ... .. ... ... ....
Deferred tax assets . ......... ... ... ... ..
Prepayments for acquisition of property, plant and
equipment and land use right. ..............
Goodwill . .. ... .. ..

Current assets
Inventories . .......... ... .. ... ... ... ... ..
Trade and other receivables and prepayments . . . .
Amounts due from related parties . . ...........
Receivables at fair value through other
comprehensive income (“FVTOCI”) .........
Financial assets at fair value through profit or loss
(“FVTPL™) ...
Short term fixed deposits .. .................
Cash and cash equivalents ..................

Current liabilities

Trade and other payables ................ ...
Amounts due to related parties . ..............
Contract liabilities . .......... ... ... .. ....
Income tax payable........................
Bank borrowings. .. ......... ... ... . ... ...
Lease labilities. . ........... ... ... ......
Deferred income . .. ........ ... ... .......

Net current assets . .. .....................
Total assets less current liabilities ... ... ... ..

Non-current liabilities

Deferred tax liabilities . ....................
Lease liabilities. . . .. ........ ... ........
Deferred income . .. ...... ... .. ... . . ... ....

Net assets . . . ..ot

Capital and reserves
Paid-in share capital .. ....... ... ... ......
Reserves .. ... .. .

Equity attributable to owners of the Company . ..
Non-controlling interests . ... ................

1.5

NOTES

15
16
17
18

19

21
22
36

23

20
24
24

25
36
26

27
28
29

18
28
29

30

The Group
As at December 31,
2023 2024

RMB’000 RMB’000
825,901 1,136,709
130,256 178,790
30,050 24,100
4,643 8,877
39,321 27,578
2,119 2,119
1,032,290 1,378,173
620,953 787,569
1,430,150 1,737,895
2,077,504 2,662,271
162,278 210,265
- 255,416
10,570 21,054
315,227 271,010
4,616,682 5,945,480
1,612,594 1,889,381
112,039 530,633
23,878 38,283
40,936 75,499
18,393 -
12,633 13,176
12,865 8,942
1,833,338 2,555,914
2,783,344 3,389,566
3,815,634 4,767,739
50,680 51,881
41,238 28,062
7,875 1,067
99,793 81,010
3,715,841 4,686,729
604,460 604,460
2,984,735 3,942,134
3,589,195 4,546,594
126,646 140,135
3,715,841 4,686,729
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COMBINED STATEMENTS OF CASH FLOWS

Year ended December 31,

2023 2024

RMB’000 RMB’000

OPERATING ACTIVITIES
Profit before tax . .. ..... ... . . ... . ... 1,270,489 1,427,249
Adjustments for:

Depreciation of property, plant and equipment . . ... 150,366 167,365
Depreciation of right-of-use assets .............. 14,214 14,477
Amortization of intangible assets. ... ............ 5,950 5,950
Allowance for inventories . .................... 17,713 6,980
Impairment losses under ECL model,

net of reversal . ......... ... .. ... .. .. .. ... (3,861) (1,237)
Loss on disposal of property, plant and equipment . . 341 1,728
Expense recognized in respect of share award

scheme granted by the ultimate holding company . 44,945 48,838
Interest income from short term fixed deposits and

bank balances ............ .. .. ... .. .. ..... (5,129) (4,315)
Investment income from unlisted financial products

at FEVTPL. ... ... . (830) (876)
Finance costS. ... ........ ... ... ... 7,172 10,898
Net foreign exchange gain..................... (9,907) (6,652)

Operating cash flows before movements in

working capital .. ... .. oo 1,491,463 1,670,405
Decrease (increase) in inventories . .............. 17,118 (173,596)

Increase in trade and other receivables

and prepayments . .......... ... (216,296) (306,508)
Increase in receivables at FVTOCI .............. (112,915) (66,380)
Increase in amounts due from related parties. ... ... (8,055) (12,959)
Increase in amounts due to related parties . ........ 3,816 14,354
Increase in trade and other payables ............. 192,596 323,658
Increase in contract liabilities . ................. 3,739 9,576
Increase (decrease) in deferred income . .......... 6,325 (10,731)

Cash generated from operations .................. 1,377,791 1,447,819
Income tax paid. . ........ ... ... ... ... .. ... .. (105,503) (123,991)
Net cash from operating activities . ...... ... ... .. 1,272,288 1,323,828
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Year ended December 31,

2023 2024
RMB’000 RMB’000
INVESTING ACTIVITIES
Interest and investment income received . ......... 5,959 4,775
Placement of short term fixed deposits . .......... (53,456) (74,478)
Release of short term fixed deposits . ............ 42,886 63,994
Advance to related parties . .. ........ ... ... ... (533,274) (557,104)
Purchases of unlisted financial products .......... (31,000) (1,593,000)
Release of unlisted financial products . ........... 74,800 1,338,000
Purchases of property, plant and equipment. ... .. .. (319,857) (475,844)
Proceeds from disposal of property,
plant and equipment. . ........... ... ....... 1,009 1,921
Prepayments for land use right . ................ (33,805) -
Acquisition of land use right . . . ................ (70,785) (65,474)
Net cash used in investing activities . . . ... ...... .. (917,523) (1,357,210)
FINANCING ACTIVITIES
Interest paid . ......... ... ... . ... ... ... ... .. (7,172) (9,012)
Dividends paid .. ......... ... ... .. ... .. .. ... (555,854) (285,478)
Proceeds from notes financing.................. 227,943 175,957
Payments for notes financing. . ................. (166,418) (209,787)
New bank borrowings raised .. ................. 18,393 140,000
Repayment of bank borrowings . .. .............. - (140,000)
Receipt of amounts due to related parties ......... 28,331 420,521
Repayment of amounts due to related parties . ... .. (234,000) (28,331)
Capital contribution from NCI.................. 111,209 -
Capital contribution from shareholders ........... 533,368 -
Repayments to NCI for the deregistration
of asubsidiary . .. .......... ... ... ... .. ... (39,809) -
Repayments to shareholder for the deregistration
of asubsidiary . ............ ... L. (94,460) -
Payments to the ultimate holding company for its
shares under share award scheme .. ............ (25,921) (62,165)
Repayments of lease liabilities ................. (13,139) (12,633)
Net cash used in financing activities ............. (217,529) (10,928)
Net increase (decrease) in cash and cash equivalents . . 137,236 (44,310)
Cash and cash equivalents at beginning of the year ... 175,298 315,227
Effect of foreign exchange rate changes ............ 2,693 93
Cash and cash equivalents at end of the year ... ... 315,227 271,010
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1. GENERAL

The Company was established in the People’s Republic of China (the “PRC”) on November 12, 2025, as a joint
stock company with limited liability. Its parent is Zhejiang Sunny Optics Co., Ltd. (“Sunny Zhejiang Optics”) and
throughout the Track Record Period and as at the date of this report, Sunny Optical Technology (Group) Company
Limited (“Sunny Optical Technology”) is the ultimate holding company of the Company before and after the transfers
and acquisition as set out in Note 2 below. The addresses of the registered office and principal place of business of
the Company are disclosed in the section “Corporate Information” of the Document.

The Company is an investment holding company. During the Track Record Period, the subsidiaries and
combined affiliated entities of the Company as set out in Note 37 (hereinafter together with the Company collectively
referred to as the “Group”) are principally engaged in the business of designing, researching and developing,
manufacturing and selling of vehicle camera solutions and other vehicle optical solutions.

The Historical Financial Information are presented in Renminbi (“RMB”) which is also the functional currency
of the Company.

2. GROUP REORGANIZATION AND BASIS OF PREPARATION AND PRESENTATION OF
HISTORICAL FINANCIAL INFORMATION

The Historical Financial Information has been prepared based on the accounting policies set out in Note 4
which conform with HKFRS Accounting Standards issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and the principle of merger accounting under Accounting Guideline 5 “Merger Accounting
for Common Control Combinations” (details are set out below).

History and group reorganization

To rationalize the structure of the Group in preparation for the separate [REDACTED] of the Company’s
shares on the Main Board of the Stock Exchange of Hong Kong Limited (the “[REDACTED]”) Sunny Optical
Technology underwent a series of group reorganization as further described below. The Company and the then
subsidiaries are under the common control of Sunny Optical Technology, and (the “Reorganization”) had been
accounted for as business combination involving entities under common control using the principle of merger
accounting.

i. The Company was established in the PRC on November 12, 2025 by Sunny Zhejiang Optics, an indirect
wholly-owned subsidiary of Sunny Optical Technology.

ii. Summit Autotech Limited (“SA”) was established in Hong Kong on November 12, 2025 and is
wholly-owned by Ningbo Sunny Automotive Optech Co., Ltd. (“Sunny Automotive Optech”), an
indirect wholly-owned subsidiary of Sunny Optical Technology.

iii.  On December 5, 2025, SA entered into share purchase agreements with Summit Optical Investment
Limited (“Summit Investment”), an indirect wholly-owned subsidiary of Sunny Optical Technology, for
acquisition of 100% equity interest in Sunny Automotive Vina Co., Ltd. (“SAV”) and Sunny Automotive
Optech Vina Co., Ltd. (“SAOV”) from Summit Investment.

iv. On December 29, 2025, Sunny Zhejiang Optics transferred its 100% equity interests in Sunny
Automotive Optech to the Company, and the Company issued and allotted 1,596,000,000 Shares to
Sunny Zhejiang Optics in return.

V. On December 29, 2025, Sunny Group Limited, an indirect wholly-owned subsidiary of Sunny Optical
Technology, transferred its 77% equity interests in Zhejiang Sunny SmartLead Technologies Co., Ltd.
(“Sunny SmartLead”) to the Company, and the Company issued and allotted 234,000,000 Shares to
Sunny Group Limited in return.

vi. On December 29, 2025, Smart Vista Technologies Company Limited (“Smart Vista”), a minority
shareholder of Sunny SmartLead, held as to 86.51% by Yuantai Investment Partners Evergreen Fund
L.P., whose managing partner is Mr. Shao Yang Dong, one of non-executive directors appointed on
January 15, 2026, transferred its 23% equity interest in Sunny SmartLead to the Company, and the
Company issued and allotted 70,000,000 Shares to Smart Vista in return. Upon completion of the
transfer, Sunny SmartLead is held as to 100% by the Company.

-1-10 -
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The Reorganization has been completed on January 9, 2026. Details of the Reorganization has been more fully
explained in the section headed “History, Reorganization and Corporate Structure” in the Document.

Basis of preparation and presentation

The Reorganization had been reflected in the Historical Financial Information of the Group using the principle
of merger accounting as if they had been combined from the date when the entities, under the Group, first came under
the control of Sunny Optical Technology. Accordingly, the Historical Financial Information has been prepared on a
combined basis by applying the principle of merger accounting as if the Reorganization had been completed at the
beginning of the Track Record Period.

The combined statements of profit or loss and other comprehensive income, combined statements of changes
in equity and combined statements of cash flows for the Track Record Period including the results, changes in equity
and cash flows of the entities now comprising the Group, as if the Company had always been the holding company
of the Group and the group structure upon completion of the Reorganization had been in existence throughout the
Track Record Period, or since their respective date of establishment, incorporation or acquisition, where this is a
shorter period.

The combined statements of financial position of the Group as at December 31, 2023 and 2024 have been
prepared to present the assets and liabilities of the entities now comprising the Group, as if the Company had always
been the holding company of the Group and the group structure upon completion of the Reorganization had been in
existence at those dates taking into account the respective dates of establishment, incorporation or acquisition, where
applicable.

No statutory financial statements of the Company have been prepared since its date of incorporate as it is
incorporated in a jurisdiction where there are no statutory audit requirements.

3. ADOPTION OF NEW AND AMENDMENTS TO HKFRS ACCOUNTING STANDARDS

For the purpose of preparing and presenting the Historical Financial Information for the Track Record Period,
the Group has consistently applied the accounting policies which conform with HKFRS Accounting Standards, which
are effective for the Group’s accounting period beginning on January 1, 2025, throughout the Track Record Period.

New and amendments to HKFRS Accounting Standards in issue but not yet effective

At the date of this report, the following new and amendments to HKFRSs have been issued which are not yet
effective:

Amendments to HKAS 21 . .. ... ..... ... .. Translation to a Hyperinflationary Presentation
Currency?

Amendments to HKFRS 9 and HKFRS 7 . . . . . .. Amendments to the Classification and Measurement
of Financial Instruments>

Amendments to HKFRS 9 and HKFRS 7 . . . . . .. Contracts Referencing Nature-dependent Electricity?

Amendments to HKFRS 10 and HKAS 28 . . . . .. Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture'

Amendments to HKFRS Accounting Standards . ..  Annual Improvements to HKFRS Accounting
Standards — Volume 112

HKFRS 18. . . .. .. . o Presentation and Disclosure in Financial
Statements?

1 Effective for annual periods beginning on or after a date to be determined

2 Effective for annual periods beginning on or after January 1, 2026

3 Effective for annual periods beginning on or after January 1, 2027

Except for the new HKFRS Accounting Standards mentioned below, the directors of the Company anticipate
that the application of all amendments to HKFRS Accounting Standards will have no material impact on the
combined financial statements in the foreseeable future.

-I1-11 -
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HKFRS 18 Presentation and Disclosure in Financial Statements

HKFRS 18 Presentation and Disclosure in Financial Statements, which sets out requirements on presentation
and disclosures in financial statements, will replace HKAS 1 Presentation of Financial Statements. This new HKFRS
Accounting Standard, while carrying forward many of the requirements in HKAS 1, introduces new requirements to
present specified categories and defined subtotals in the statement of profit or loss; provide disclosures on
management-defined performance measures in the notes to the financial statements and improve aggregation and
disaggregation of information to be disclosed in the financial statements. In addition, some HKAS 1 paragraphs have
been moved to HKAS 8 and HKAS 7. Minor amendments to HKAS 7 Statement of Cash Flows and HKAS 33
Earnings per Share are also made.

HKFRS 18, and amendments to other standards, will be effective for annual periods beginning on or after
January 1, 2027, with early application permitted. HKFRS 18 requires retrospective application with specific
transition provisions. The application of the new standard is not expected to have significant impact on the financial
performance and positions of the Group in terms of recognition and measurement. However, it is expected to affect
the structure and presentation of the consolidated statement of profit or loss.

4. MATERIAL ACCOUNTING POLICY INFORMATION

The Historical Financial Information has been prepared in accordance with the following accounting policies
which conform with HKFRSs issued by HKICPA. For the purpose of preparation of the Historical Financial
Information, information is considered material if such information is reasonably expected to influence decisions
made by primary users. In addition, the Historical Financial Information includes applicable disclosures required by
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

Basis of combination

The Historical Financial Information incorporates the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is achieved when the Company:

. has power over the investee;
. is exposed, or has rights, to variable returns from its involvement with the investee; and
. has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control listed above.

Combination of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of
during the Track Record Period are included in the combined statements of profit or loss and other comprehensive
income from the date the Group gains control until the date when the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Company
and to the NCI. Total comprehensive income of the subsidiaries is attributed to the owners of the Company and to
the NCI even if this results in the NCI having a deficit balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies in line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on combination.

NCI in subsidiaries are presented separately from the Group’s equity therein, which represent present

ownership interests entitling their holders to a proportionate share of net assets of the relevant subsidiaries upon
liquidation.
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Merger accounting for business combination involving businesses under common control

The Historical Financial Information incorporates the financial statements items of the combining businesses
in which the common control combination occurs as if they had been combined from the date when the combining
businesses first came under the control of the controlling party.

The net assets of the combining businesses are consolidated using the existing book values from the controlling
party’s perspective. No amount is recognized in respect of goodwill or bargain purchase gain at the time of common

control combination.

Expenditure incurred in relation to a common control combination that is to be accounted for by using merger
accounting is recognized as an expense in the period in which it is incurred.

The combined statements of profit or loss and other comprehensive income include the results of each of the
combining businesses from the earliest date presented or since the date when the combining businesses first came
under the common control, where there is a shorter period.

The comparative amounts in the Historical Financial Information are presented as if the combining businesses
had been combined at the beginning of the previous reporting period or when they first came under common control,
whichever is shorter.

Revenue from contracts with customers

Information about the Group’s accounting policies relating to revenue from contracts with customers is
provided in Notes 6 and 26.

Leases

The Group assesses whether a contract is or contains a lease based on the definition under HKFRS 16 at
inception of the contract. Such contract will not be reassessed unless the terms and conditions of the contract are
subsequently changed.
The Group as a lessee
Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional lease or non-lease components, the
Group allocates the consideration in the contract to each lease component on the basis of the relative stand-alone

price of the lease component and the aggregate stand-alone price of the non-lease components.

The Group applies practical expedient not to separate non-lease components from lease component, and
instead account for the lease component and any associated non-lease components as a single lease component.

Short-term leases

The Group applies the short-term lease recognition exemption to leases of machine and staff dormitories that
have a lease term of 12 months or less from the commencement date and do not contain a purchase option. Lease
payments on short-term leases are recognized as expense on a straight-line basis over the lease term.

Right-of-use assets

The cost of right-of-use assets include:

. the amounts of the initial measurement of the lease liability;
. any lease payments made at or before the commencement date; and
. any initial direct costs incurred by the Group.

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.
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Right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated useful life and the
lease term.

The Group presents right-of-use assets as a separate line item on the combined statement of financial position.
Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition are considered as additional lease payments and included in the cost
of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognizes and measures the lease liability at the present
value of lease payments that are unpaid at that date. In calculating the present value of lease payments, the Group
uses the incremental borrowing rate at the lease commencement date if the interest rate implicit in the lease is not
readily determinable. The incremental borrowing rate depends on the term, currency and start date of the lease and
is determined based on a series of inputs including: the risk-free rate based on government bond rates; a
country-specific risk adjustment; a credit risk adjustment based on bond yields; and an entity-specific adjustment
whether the risk profile of the entity that enters into the lease is different to that of the Group and whether the lease
benefit from a guarantee from the Group.

The lease payments include fixed payments (including in-substance fixed payments).
After the commencement date, lease liabilities are adjusted by interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related right-of-use
assets) whenever the lease term has changed, in which case the related lease liability is remeasured by discounting
the revised lease payments using a revised discount rate at the date of reassessment.

The Group presents lease liabilities as a separate line item on the combined statement of financial position.
Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are recognized at the rates of exchanges prevailing on the dates
of transactions. At the end of the reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign currencies
are retranslated at the rates prevailing on the date when fair value was determined. When a fair value gain or loss
on a non-monetary item is recognized in profit or loss, any exchange component of that gain or loss is also recognized
in profit or loss. Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary items and on the retranslation of monetary items,
are recognized in profit or loss in the period in which they arise.

For the purposes of presenting the combined financial statements, the assets and liabilities of the Group’s
operations are translated into the presentation currency of the Group (i.e. RMB) using exchange rates prevailing at
the end of each reporting period. Income and expenses items are translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly during that period, in which case the exchange rates at the date
of transactions are used. Exchange differences arising, if any, are recognized in other comprehensive income and
accumulated in equity under the heading of translation reserve (attributed to NCI as appropriate).

Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to

the cost of those assets until such time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognized in profit or loss in the period in which they are incurred.
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Government grants

Government grants are not recognized until there is reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be received.

Government grants are recognized in profit or loss on a systematic basis over the periods in which the Group
recognizes as expenses the related costs for which the grants are intended to compensate. Specifically, government
grants whose primary condition is that the Group should purchase, construct or otherwise acquire non-current assets
are recognized as deferred income in the combined statement of financial position and transferred to profit or loss
on a systematic and rational basis over the useful lives of the related assets.

Government grants related to income that are receivable as compensation for expenses or losses already
incurred or for the purpose of giving immediate financial support to the Group with no future related costs are
recognized in profit or loss in the period in which they become receivable. Such grants are presented under “other
income”.

Provisions

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required to settle that obligation, and a reliable estimate can be made of
the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (when the effect of the time value of money is material).

Warranties

Provisions for the expected cost of assurance-type warranty obligations under the relevant contracts with
customers for sales of goods are recognized at the date of sale of the relevant products, at the directors’ best estimate
of the expenditure required to settle the Group’s obligation.
Employee Benefits

Retirement benefit costs

Payments to defined contribution retirement benefit schemes are recognized as an expense when employees
have rendered service entitling them to the contributions.

Short-term and other long-term employee benefits

Short-term employee benefits are recognized at the undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-term employee benefits are recognized as an expense unless
another HKFRS Accounting Standard requires or permits the inclusion of the benefit in the cost of an asset.

A liability is recognized for benefits accruing to employees (such as wages and salaries) after deducting any
amount already paid.

Liabilities recognized in respect of other long-term employee benefits are measured at the present value of the
estimated future cash outflows expected to be made by the Group in respect of services provided by employees up
to the reporting date. Any changes in the liabilities’ carrying amounts resulting from service cost, interest and
remeasurements are recognized in profit or loss except to the extent that another HKFRS Accounting Standard
requires or permits their inclusion in the cost of an asset.
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Share-based payments
Equity-settled share-based payment transactions
Shares granted by the ultimate holding company to employees of the Group

The Group purchases treasury stock from the ultimate holding company for its employee incentive in exchange
for their service. For shares granted by the ultimate holding company under the Sunny Optical Technology (Group)
Company Limited Restricted Share Award Scheme (“Restricted Shares”), the fair value of the employee services
received is determined by reference to the fair value of the Restricted Shares granted at the grant date and is expensed
on a straight-line basis over the vesting period, with a corresponding increase in equity (share award scheme reserve).
At the end of each reporting period, the Group revises its estimate of the number of Restricted Shares that are
expected to vest based on assessment of all relevant non-market vesting conditions.

The impact of the revision of the original estimates, if any, is recognized in the profit or loss such that the
cumulative expense reflects the revised estimate, with a corresponding adjustment to share award scheme reserve.
When the Restricted Shares are vested, the difference of the amount previously recognized in the share award scheme
reserve and the cost of the related Restricted Shares previously acquired by the Group will be transferred to retained
profits.

Taxation
Income tax expense represents the sum of the current and deferred income tax expense.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit before tax
because of income or expense that are taxable or deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax is recognized on temporary differences between the carrying amounts of assets and liabilities in
the combined financial statements and the corresponding tax bases used in the computation of taxable profit. Deferred
tax liabilities are generally recognized for all taxable temporary differences. Deferred tax assets are generally
recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be
available against which those deductible temporary differences can be utilized. Such deferred tax assets and liabilities
are not recognized if the temporary differences arises from the initial recognition (other than in a business
combination) of assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit
and at the time of the transaction does not give rise to equal taxable and deductible temporary differences. In addition,
deferred tax liabilities are not recognized if the temporary difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in
subsidiarie except where the Group is able to control the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments are only recognized to the extent that it is probable that there
will be sufficient taxable profits against which to utilize the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which
the liability is settled or the asset is realized, based on tax rate (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from
the manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

For the purpose of measuring deferred tax of leasing transactions in which the Group recognizes the

right-of-use assets and the related lease liabilities, the Group first determines whether the tax deductions are
attributable to right-of-use assets or the lease liabilities.
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For leasing transactions in which the tax deductions are attributable to the lease liabilities, the Group applies
HKAS 12 requirements to the lease liabilities and the related assets separately. The Group recognizes a deferred tax
asset related to lease liabilities to the extent that it is probable that taxable profit will be available against which the
deductible temporary difference can be utilized and a deferred tax liability for all taxable temporary differences.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied to the same taxable entity by the same
taxation authority.

Current and deferred tax are recognized in profit or loss.
Property, plant and equipment

Property, plant and equipment are tangible assets that are held for use in the production or supply of goods or
services, or for administrative purposes (other than construction in progress as described below). Property, plant and
equipment are stated in the combined statement of financial position at cost less subsequent accumulated depreciation
and subsequent accumulated impairment losses, if any.

Properties in the course of construction for production, supply or administrative purposes are carried at cost,
less any recognized impairment loss. Costs include any costs directly attributable to bringing the asset to the location
and condition necessary for it to be capable of operating in the manner intended by management, including costs of
testing whether the related assets are functioning properly and, for qualifying assets, borrowing costs capitalized in
accordance with the Group’s accounting policy. Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended use.

When the Group makes payments for ownership interests of properties which includes both leasehold land and
building elements, the entire consideration is allocated between the leasehold land and the building elements in
proportion to the relative fair values at initial recognition. To the extent the allocation of the relevant payments can
be made reliably, interest in leasehold land is presented as “right-of-use assets” in the combined statement of financial
position. When the consideration cannot be allocated reliably between non-lease building element and undivided
interest in the underlying leasehold land, the entire properties are classified as property, plant and equipment.

Depreciation is recognized so as to write off the cost of assets, other than construction in progress, less their
residual values over their estimated useful lives, using the straight-line method. The estimated useful lives, residual
values and depreciation method are reviewed at the end of each reporting period, with the effect of any changes in
estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of
an item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognized in profit or loss.

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at costs less accumulated
amortization and any accumulated impairment losses. Amortization for intangible assets with finite useful lives is
recognized on a straight-line basis over their estimated useful lives. The estimated useful life and amortization
method are reviewed at the end of each reporting period, with the effect of any changes in estimate being accounted
for on a prospective basis.
Internally-generated intangible assets — research and development expenditure

Expenditure on research activities is recognized as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development activities (or from the development phase
of an internal project) is recognized if, and only if, all of the following have been demonstrated:

. the technical feasibility of completing the intangible asset so that it will be available for use or sale;
. the intention to complete the intangible asset and use or sell it;
. the ability to use or sell the intangible asset;
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. how the intangible asset will generate probable future economic benefits;

. the availability of adequate technical, financial and other resources to complete the development and to
use or sell the intangible asset; and

. the ability to measure reliably the expenditure attributable to the intangible asset during its
development.

The amount initially recognized for internally-generated intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets the recognition criteria listed above. Where no internally-
generated intangible asset can be recognized, development expenditure is recognized in profit or loss in the period
in which it is incurred.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are recognized separately from goodwill and are initially
recognized at their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a business combination with finite useful lives
are reported at costs less accumulated amortization and any accumulated impairment losses, on the same basis as
intangible assets that are acquired separately.

An intangible asset is derecognized on disposal, or when no future economic benefits are expected from use
or disposal. Gains and losses arising from derecognition of an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the asset, are recognized in profit or loss when the asset is
derecognized.

Impairment on property, plant and equipment, right-of-use assets and intangible assets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its property, plant and
equipment, right-of-use assets and intangible assets with finite useful lives to determine whether there is any
indication that these assets have suffered an impairment loss. If any such indication exists, the recoverable amount
of the relevant asset is estimated in order to determine the extent of the impairment loss (if any).

The recoverable amount of property, plant and equipment, right-of-use assets and intangible assets are
estimated individually. When it is not possible to estimate the recoverable amount individually, the Group estimates
the recoverable amount of the cash generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate assets are allocated to the relevant cash-generating
unit when a reasonable and consistent basis of allocation can be established, or otherwise they are allocated to the
smallest group of cash generating units for which a reasonable and consistent allocation basis can be established. The
recoverable amount is determined for the cash-generating unit or group of cash-generating units to which the
corporate asset belongs, and is compared with the carrying amount of the relevant cash-generating unit or group of
cash-generating units.

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset (or a cash-generating unit)
for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its recoverable amount. For
corporate assets or portion of corporate assets which cannot be allocated on a reasonable and consistent basis to a
cash-generating unit, the Group compares the carrying amount of a group of cash-generating units, including the
carrying amounts of the corporate assets or portion of corporate assets allocated to that group of cash-generating
units, with the recoverable amount of the group of cash-generating units. In allocating the impairment loss, the
impairment loss is allocated first to reduce the carrying amount of any goodwill (if applicable) and then to the other
assets on a pro-rata basis based on the carrying amount of each asset in the unit or the group of cash-generating units.
The carrying amount of an asset is not reduced below the highest of its fair value less costs of disposal (if
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measurable), its value in use (if determinable) and zero. The amount of the impairment loss that would otherwise have
been allocated to the asset is allocated pro rata to the other assets of the unit or the group of cash-generating units.
An impairment loss is recognized immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash generating unit or
a group of cash-generating units) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognized for the asset (or a cash-generating unit or a group of cash-generating units) in prior years. A
reversal of an impairment loss is recognized immediately in profit or loss.

Cash and cash equivalents
Cash and cash equivalents presented on the combined statement of financial position include:

(a)  cash, which comprises of cash on hand and demand deposits, excluding bank balances that are subject
to regulatory restrictions that result in such balances no longer meeting the definition of cash; and

(b)  cash equivalents, which comprises of short-term (generally with original maturity of three months or
less), highly liquid investments that are readily convertible to a known amount of cash and which are
subject to an insignificant risk of changes in value. Cash equivalents are held for the purpose of meeting
short-term cash commitments rather than for investment or other purposes.

Inventories

Inventories are stated at the lower of cost and net realizable value. Costs of inventories are determined on a
weighted average method. Net realizable value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale. Costs necessary to make the sale include incremental costs
directly attributable to the sale and non-incremental costs which the Group must incur to make the sale, including
costs to be incurred in marketing, selling and distribution.

Financial instruments

Financial assets and financial liabilities are recognized when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or sales of financial assets are recognized and derecognized
on a trade date basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or convention in the market place.

Financial assets and financial liabilities are initially measured at fair value except for trade receivables arising
from contracts with customers which are initially measured in accordance with HKFRS 15. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets
or financial liabilities at FVTPL) are added to or deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of financial
assets or financial liabilities at FVTPL are recognized immediately in profit or loss.

The effective interest method is a method of calculating the amortized cost of a financial asset or financial
liability and of allocating interest income and interest expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash receipts and payments
(including all fees and points paid or received that form an integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Financial assets
All regular way purchases or sales of financial assets are recognized and derecognized on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the

time frame established generally by regulation or convention in the market place concerned.

All recognized financial assets are measured subsequently in their entirety at either amortized cost or fair
value, depending on the classification of the financial assets.
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Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are subsequently measured at amortized cost:

- the financial asset is held within a business model whose objective is to collect contractual cash flows;
and
. the contractual terms give rise on specified dates to cash flows that are solely payments of principal and

interest on the principal amount outstanding.
Financial assets that meet the following conditions are subsequently measured at FVTOCI:

. the financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling the financial assets; and

. the contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at FVTPL.
A financial asset is held for trading if:
. it has been acquired principally for the purpose of selling in the near term; or

. on initial recognition it is a part of portfolio of identified financial instruments that the Group manages
together and has a recent actual pattern of short-term profit-taking; or

. it is a derivative, except for a derivative that is a designated and effective hedging instrument.
Classification and subsequent measurement of financial assets

In addition, the Group may irrevocably designate a financial asset that are required to be measured at the
amortized cost or FVTOCI as measured at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch.

(1) Amortized cost and interest income

Interest income is recognized using the effective interest method for financial assets measured subsequently
at amortized cost and at FVTOCI. Interest income is calculated by applying the effective interest rate to the gross
carrying amount of a financial asset, expect for financial assets that have subsequently become credit-impaired (see
below). For financial assets that have subsequently become credit-impaired, interest income is recognized by
applying the effective interest rate to the amortized cost of the financial asset from the next reporting period. If the
credit risk on the credit-impaired financial instrument improves so that the financial asset is no longer
credit-impaired, interest income is recognized by applying the effective interest rate to the gross carrying amount of
the financial asset from the beginning of the reporting period following the determination that the asset is no longer
credit-impaired.

(ii)  Receivables classified as at FVTOCI

Subsequent changes in the carrying amounts for receivables classified as at FVTOCI as a result of interest
income calculated using the effective interest method are recognized in profit or loss. The amounts that are
recognized in profit or loss are the same as the amounts that would have been recognized in profit or loss if these
receivables had been measured at amortized cost. All other changes in the carrying amount of these receivables are
recognized in other comprehensive income and accumulated under the heading of FVTOCI reserve. Impairment
allowances are recognized in profit or loss with corresponding adjustment to other comprehensive income without
reducing the carrying amounts of these receivables. When these receivables are derecognized, the cumulative gains
or losses previously recognized in other comprehensive income are reclassified to profit or loss.

-1-20 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

APPENDIX I ACCOUNTANTS’ REPORT

(iii)  Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortized cost or FVTOCI or designated
as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value
gains or losses recognized in profit or loss. The net gain or loss recognized in profit or loss excludes any dividend
or interest earned on the financial asset and is included in the “other gains and losses” line item.

The Group performs impairment assessment under ECL model on financial assets (including trade and other
receivables, receivables at FVTOCI, amounts due from related parties, short term fixed deposits and bank balances
and cash) which are subject to impairment assessment under HKFRS 9.

The amount of ECL is updated at each reporting date to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m ECL”) represents the portion of lifetime ECL that is expected
to result from default events that are possible within 12 months after the reporting date. Assessments are done based
on the Group’s historical credit loss experience, adjusted for factors that are specific to the debtors, general economic
conditions and an assessment of past events and current conditions at the reporting date as well as the forecast of
future economic conditions.

The Group always recognizes lifetime ECL for trade receivables.

For all other instruments, the Group measures the loss allowance equal to 12m ECL, unless there has been a
significant increase in credit risk since initial recognition, in which case the Group recognizes lifetime ECL. The
assessment of whether lifetime ECL should be recognized is based on significant increases in the likelihood or risk
of a default occurring since initial recognition.

@) Significant increase in credit risk

In assessing whether the credit risk has increased significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as at the reporting date with the risk of a default occurring
on the financial instrument as at the date of initial recognition. In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or effort. Forward-looking information considered
includes the future prospects of the industries in which the Group’s debtors operate, obtained from governmental
bodies, relevant think-tanks and other similar organisations, as well as consideration of various external sources of
actual and forecast economic information that relate to the Group’s core operations.

In particular, the following information is taken into account when assessing whether credit risk has increased
significantly:

o an actual or expected significant deterioration in the financial instrument’s external (if available) or
internal credit rating;

. significant deterioration in external market indicators of credit risk, e.g. a significant increase in the
credit spread, the credit default swap prices for the debtor;

. existing or forecast adverse changes in business, financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to meet its debt obligations;

. an actual or expected significant deterioration in the operating results of the debtor;

. an actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its debt
obligations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk has increased
significantly since initial recognition when contractual payments are more than 30 days past due, unless the Group
has reasonable and supportable information that demonstrates otherwise.
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Despite the foregoing, the Group assumes that the credit risk on a debt instrument has not increased
significantly since initial recognition if the debt instrument is determined to have low credit risk at the reporting date.
A debt instrument is determined to have low credit risk if (i) it has a low risk of default, (ii) the borrower has a strong
capacity to meet its contractual cash flow obligations in the near term and (iii) adverse changes in economic and
business conditions in the longer term may, but will not necessarily, reduce the ability of the borrower to fulfill its
contractual cash flow obligations. The Group considers a debt instrument to have low credit risk when it has an
internal or external credit rating of ‘investment grade’ as per globally understood definitions.

The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a
significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying
significant increase in credit risk before the amount becomes past due.

(ii))  Definition of default

For internal credit risk management, the Group considers an event of default occurs when information
developed internally or obtained from external sources indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into account any collaterals held by the Group).

Irrespective of the above, the Group considers that default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and supportable information to demonstrate that a more lagging
default criterion is more appropriate.

(iii)  Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes
observable data about the following events:

(a)  significant financial difficulty of the issuer or the borrower;
(b) a breach of contract, such as a default or past due event;

(c)  the lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise
consider; or

(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganization.
(iv)  Write-off policy

The Group writes off a financial asset when there is information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of recovery, for example, when the counterparty has been placed
under liquidation or has entered into bankruptcy proceedings. Financial assets written off may still be subject to
enforcement activities under the Group’s recovery procedures, taking into account legal advice where appropriate. A
write-off constitutes a derecognition event. Any subsequent recoveries are recognized in profit or loss.

(v)  Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude of
the loss if there is a default) and the exposure at default. The assessment of the probability of default and loss given
default is based on historical data adjusted and forward-looking information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined with the respective risks of default occurring as the weights. The
Group uses a practical expedient in estimating ECL on trade receivables using a provision matrix taking into
consideration historical credit loss experience, adjusted for factors that are specific to the debtors, general economic
conditions and forward-looking information, including time value of money where appropriate, that is available
without undue cost or effort.

Generally, the ECL is the difference between all contractual cash flows that are due to the Group in accordance

with the contract and the cash flows that the Group expects to receive, discounted at the effective interest rate
determined at initial recognition.
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Lifetime ECL for certain trade receivables is considered on a collective basis taking into consideration past due
information and relevant credit information such as forward looking macroeconomic information.

For collective assessment, the Group takes into consideration the following characteristics when formulating
the grouping:

. Past-due status;
. Nature, size and industry of debtors; and
. External credit ratings where available.

The grouping is regularly reviewed by management to ensure the constituents of each group continue to share
similar credit risk characteristics.

Interest income is calculated based on the gross carrying amount of the financial asset unless the financial asset
is credit impaired, in which case interest income is calculated based on amortized cost of the financial asset.

Except for receivables that are measured at FVTOCI, the Group recognizes an impairment gain or loss in profit
or loss for all financial instruments by adjusting their carrying amount, with the exception of trade and other
receivables where the corresponding adjustment is recognized through a loss allowance account. For receivables that
are measured at FVTOCI, the loss allowance is recognized in other comprehensive income and accumulated in the
FVTOCI reserve without reducing the carrying amount of these receivables. Such amount represents the changes in
the FVTOCI reserve in relation to accumulated loss allowance.

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of each reporting period. Specifically:

. For financial assets measured at amortized cost that are not part of a designated hedging relationship,
exchange differences are recognized in profit or loss in the ‘Other gains and losses’ line item (Note 8)
as part of the net foreign exchange gains/(losses);

. For financial assets measured at FVTPL that are not part of a designated hedging relationship, exchange
differences are recognized in profit or loss in the ‘Other gains and losses’ line item as part of the
gain/(loss) on changes in fair value of derivative financial instruments (Note 8).

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another entity. If the Group neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group recognizes its retained interest in the asset and an associated
liability for amounts it may have to pay. If the Group retains substantially all the risks and rewards of ownership of
a transferred financial asset, the Group continues to recognize the financial asset and also recognizes a collateralized
borrowing for the proceeds received.

On derecognition of a financial asset measured at amortized cost, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable is recognized in profit or loss.

On derecognition of the receivables that are measured at FVTOCI, the cumulative gain or loss previously
accumulated in the FVTOCI reserve is reclassified to profit or loss.

On derecognition of an investment in equity instrument which the Group has elected on initial recognition to

measure at FVTOCI., the cumulative gain or loss previously accumulated in the FVTOCI reserve is not reclassified
to profit or loss, but is transferred to retained profits.
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Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Company are recognized at the proceeds received, net of direct
issued costs.

Repurchase of the Company’s own equity instruments is recognized and deducted directly in equity. No gain
or loss is recognized in profit or loss on the purchase, sale, issue or cancelation of the Company’s own equity
instruments.

Financial liabilities
All financial liabilities are subsequently measured at amortized cost using the effective interest method.
Financial liabilities at amortized cost

Financial liabilities, including trade and other payables, amounts due to related parties and bank borrowings
are subsequently measured at amortized cost, using the effective interest method.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to make payments when due in accordance with the
terms of a debt instrument. Financial guarantee contract liabilities are measured initially at their fair values. It is
subsequently measured at the higher of:

D the amount of the loss allowance determined in accordance with HKFRS 9; and

. the amount initially recognized less, where appropriate, cumulative amortization recognized over the
guarantee period.

Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortized cost at the
end of each reporting period, the foreign exchange gains and losses are determined based on the amortized cost of
the instruments. These foreign exchange gains and losses are recognized in the ‘Other gains and losses’ line item in
profit or loss (Note 8) as part of net foreign exchange gains/(losses) for financial liabilities that are not part of a
designated hedging relationship.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
canceled or have expired. The difference between the carrying amount of the financial liability derecognized and the
consideration paid and payable is recognized in profit or loss.

5. KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 4, the directors of the
Company are required to make judgments, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and underlying assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.
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The estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in
the period of the revision and future periods if the revision affects both current and future periods.

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty
at the end of the reporting period that may have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the coming twelve months.

Provision of ECL for trade receivables

The Group uses provision matrix to calculate ECL for the trade receivables which are not credit-impaired. The
provision matrix is based on debtor’s aging as groupings of various debtors that have similar loss patterns. The
provision rate is based on the Group’s historical observed default rates taking into consideration the forward-looking
information that is reasonable and supportable available without undue costs or effort. At every reporting date, the
historical observed default rates are reassessed and changes in the forward-looking information are considered. In
addition, trade receivables which are credit impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates. The information about the ECL and the Group’s
trade receivables are disclosed in Notes 32 and 22 respectively.

Recognition of deferred tax assets

No deferred tax asset has been recognized at December 31, 2023 and 2024 on the tax losses of
RMB302,069,000 and RMB334,023,000, respectively, either due to the unpredictability of future profit streams. The
realisability of the deferred tax asset mainly depends on whether sufficient taxable profits will be available in the
foreseeable future or taxable temporary differences are expected to reverse in the same period as the expected reversal
of the deductible temporary differences, which is a key source of estimation uncertainty. The uncertainty would
depend on how the ongoing uncertain macroeconomic and geopolitical environment, which includes the impact of
changes in global trade (e.g. new or increase tariffs and import duties), persistent effects of climate-related matters,
inflation, volatility in foreign exchange rates, increased interest rates, changes in commodity pricing, volatility in
energy prices and financial market turbulence. In cases where the actual future taxable profits generated are less or
more than expected, or change in facts and circumstances which result in revision of future taxable profits estimation,
a material reversal or further recognition of deferred tax assets may arise, which would be recognized in profit or loss
for the period in which such a reversal or further recognition takes place.

6. REVENUE AND OPERATING SEGMENTS
Information reported to the board of directors, being the chief operating decision maker, for the purposes of
resource allocation and assessment focuses on revenue analysis by products and by geographic location of customers.
No other discrete financial information is provided other than the Group’s results and financial position as a whole.
Accordingly, only entity-wide disclosures, major customers and geographic information are presented.
Specifically, the Group has one operating segment under HKFRS 8 Operating Segments.

(i) Disaggregation of revenue from contracts with customers

Year ended December 31,

2023 2024
RMB’000 RMB’000
Revenue from sales of goods
— Vehicle camera solutions . . . . .. .. ... .......... 4,984,011 5,679,493
— Other vehicle optical solutions . . . . ... ... ..... .. 278,193 309,764

5,262,204 5,989,257

Year ended December 31,

2023 2024
RMB’000 RMB’000
Timing of revenue recognition

Apointintime . ... ... ... ... ... 5,262,204 5,989,257
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(ii) Performance obligations for contracts with customers and revenue recognition policies

The Group sells vehicle camera solutions and other vehicle optical solutions to customers. For sales of vehicle
camera solutions and other vehicle optical solutions, revenue is recognized when control of the goods has been
transferred, generally occurring upon shipment, delivery, customer acceptance or customer usage according to the
terms of the underlying contract, which is the point of time when the customer has the ability to direct the use of these
products and obtain substantially all of the remaining benefits of these products. Transportation and handling
activities that occur before customers obtain control are considered as fulfillment activities. The credit term granted
to customers is average 90 days. The transaction price received by the Group is recognized as a contract liability for
sales in which revenue has yet been recognized.

(iii) Transaction price allocated to the remaining performance obligation for contracts with customers

The Group applies the practical expedient of not disclosing the transaction price allocated to performance
obligations that were unsatisfied as the Group’s contract has an original expected duration of less than one year.

(iv) Geographical information

Year ended December 31,

2023 2024
RMB’000 RMB’000
Chinese Mainland . . . . . ... ... ... ... ..., ....... 2,360,233 3,102,592
Europe . . . ... 1,448,241 1,328,277
North America. . . . . . .. . .. . .. . . 732,549 719,537
Asia (except Chinese Mainland) . . . . . ... ... .. .. ... .. 645,302 697,063
Others . . . . . . .. 75,879 141,788

Total. . . . ... .. ... ... 5,262,204 5,989,257

(v)  Information about major customers

Year ended December 31,

2023 2024
RMB’000 RMB’000
Customer A . . . . ... 707,083 811,301
Customer B . . . . . . .. 774,407 631,063
Customer C . . . . . . . ... 594,517 N/A (note)

Note: The corresponding revenue did not contribute over 10% of the revenue of the Group.
7. OTHER INCOME

Year ended December 31,

2023 2024
RMB 000 RMB’000

Government grants (Note a) . . .. ... ... ... ........ 40,488 28,349

Value-added tax (“VAT”) exemption (Note b) . . . . . ... ... 8,110 19,211
Interest income from short term fixed deposits and

bank balances . . . . . .. . ... 5,129 4,315

Others . . . . . . . . . 3,285 7,521

57,012 59,396
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10.

Notes:

(a)  Further to Note 29, the amounts represent unconditional subsidies mainly related to research and
development of technology projects. There are no unfulfilled conditions or contingencies relating to the

above subsidies.

(b)  Certain of the Company’s subsidiaries are entitled preferential value-added tax treatments and received
additional value-added tax deduction during the years ended December 31, 2023 and 2024.

OTHER GAINS AND LOSSES

Net foreign exchange gains . . . . . ... ... ... ........
Losses on disposal of property, plant and equipment
Fair value changes of financial assets at FVTPL

FINANCE COSTS

Interests on bank borrowings . . . . .. ... ... ...
Interests on lease liabilities . . . . . ... .. .. .. .. ......
Interests on amounts due to related parties (Note 36(b)) . . . .

PROFIT FOR THE YEAR

Profit for the Track Record Period has been arrived at after charging:

Directors’ emoluments (Note 12) . . .. ... ... ........
Other staff’s salaries and allowances . . . .. ... ........
Other staff’s discretionary bonuses . . . ... ... ........
Other staff’s contribution to retirement benefits schemes . . . .
Other staff’s expense related to share award scheme granted
by the ultimate holding company . . . . .. ... ... .....

Total staff costs . . . ... ... ... .. ...
Capitalized in inventories . . . . . . .. ... ... ... ... ...

Cost of inventories recognized as an expense

Auditor’s remuneration . . . . ... ...
Allowance for inventories (included in cost of sales)
Depreciation of property, plant and equipment
Depreciation of right-of-use assets . . ... ............
Amortization of intangible assets . . .. ... ... ... .....

Total depreciation and amortization expenses

Capitalized in inventories . . . . . .. ... ... ... .......
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Year ended December 31,

2023 2024
RMB’000 RMB’000
48,437 47,237
(341) (1,728)
830 876
48,926 46,385
Year ended December 31,
2023 2024
RMB’000 RMB’000
1,881 5,608
2,520 1,978
2,823 9,138
7,224 16,724
(52) (5,826)
7,172 10,898
Year ended December 31,
2023 2024
RMB’000 RMB’000
3,739 5,028
546,703 592,370
70,598 99,471
71,642 80,749
43,555 47,567
736,237 825,185
(282,369) (319,606)
453,868 505,579
3,341,768 3,808,833
423 460
17,713 6,980
150,366 167,365
14,214 14,477
5,950 5,950
170,530 187,792
(124,714) (133,829)

45,816

53,963
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11.

INCOME TAX EXPENSE

Year ended December 31,

2023 2024
RMB’000 RMB’000
Current tax:
— PRC Enterprise Income Tax (“EIT”). . ... ... ... ... 102,902 102,656
— Other jurisdictions. . . . . ... ... ... ... ........ 30,693 39,121
— Top-up tax under Pillar Two rules . . . ... ... ... ... - 16,777
133,595 158,554
Under provision in prior years . . . . . . ... ... ........ 4,074 -
Deferred tax (Note 18):
— Current year . . . ..o ... (7,614) (3,033)

130,055 155,521

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”) and Implementation Regulation of the

EIT Law, the tax rate of the PRC subsidiaries is 25% for both years, except as described below:

@) Sunny Automotive Optech and Sunny SmartLead, domestic limited liability companies, were approved
as Hi-Tech Enterprises and entitled to a preferential tax rate of 15% with the expiry date in December
2026.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.

The Group is subject to the global minimum top-up tax Pillar Two Rules during the year ended
December 31, 2024. Pillar Two Rules has become effective in Vietnam in which SAV and SAOV are
incorporated. The top-up tax relates to the Group’s operation in Vietnam, where the annual effective income
tax rates are estimated to be below 15 per cent. Therefore, a top-up tax is accrued in the current period using
the tax rate based on the estimated adjusted covered taxes and net globe income for the year ended December
31, 2024. The Group has recognized the current tax expense of RMB16,777,000 related to the top-up tax for
the year ended December 31, 2024 which is expected to be levied on Vietnam.

The Group has applied the temporary mandatory exception for recognizing and disclosing deferred tax
assets and liabilities for the impacts of the top-up tax and accounts for it as a current tax when it is incurred.

The tax charge for the Track Record Period can be reconciled to the profit before tax per the combined
statements of profit or loss and other comprehensive income as follows:

Year ended December 31,

2023 2024
RMB’000 RMB’000

Profit before tax. . . . . . . .. ... ... ... ... ..., 1,270,489 1,427,249
Tax at the PRC EIT tax rate of 25% . . ... ... .. .. 317,622 356,812
Tax effect of expenses not deductible for tax purpose. . 3,322 3,981
Tax effect of allowance under share award scheme in

the PRC granted by the ultimate holding company . . 3,308 5,765
Tax effect of preferential tax rates for certain

subsidiaries (note a) . . . . . ... ... ... ... ..., (61,372) (63,268)
Tax effect of additional tax deduction of research and

development expenses (note b) . . . ... ... ..... (103,081) (108,755)
Tax effect of tax losses not recognized . . . . . ... ... 6,560 4,053
Tax effect of different tax rates of subsidiaries

operating in other jurisdictions . ... ... ... .. .. (40,378) (59,844)
Top-up tax under Pillar Tworules . . . .. ... ... ... - 16,777
Under provision in prior years . . . . . .. ......... 4,074 -
Income tax expense for the year . . . . ... ... ... .. 130,055 155,521
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Details of deferred taxation and unrecognized temporary difference are disclosed in Note 18.

Notes:

(a)  For the PRC subsidiaries which were approved as Hi-Tech Enterprises, they are entitled to a
preferential enterprise tax rate of 15%.

(b)  In March 2023, the Ministry of Finance and the State Administration of Taxation released No. 7
announcement of 2023 named “Announcement on Further Improving the Policy on Pre-tax
Deduction of Research and Development Expenses”, according to which certain PRC subsidiaries
are entitled to an additional 100% tax deduction on eligible research and development expenses
during the Track Record Period.

12. DIRECTORS’ AND JOINT PRESIDENTS’ EMOLUMENTS AND FIVE HIGHEST PAID EMPLOYEES
Details of the emoluments paid or payable to the individuals who were appointed as directors and joint
presidents of the Company (including emoluments for services as employees/directors of the group entities prior to

becoming the directors of the Company) during the Track Record Period are as follows:

For the year ended December 31, 2023

Retirement
Performance benefit
Date of Salaries and -based scheme Share award
appointment  Directors’ fee allowances bonuses contributions (Note vii) Total
RMB 000 RMB 000 RMB’000 RMB 000 RMB 000 RMB’000

Executive directors and

joint presidents:
Xie Qiansen (Note i) . . . Note ii - 492 420 38 740 1,690
Zhang Kouwen (Note i). . Note iii - 560 791 48 650 2,049
Non-executive directors:
Wang Wenjie . . . . . .. Note iv - - - - - -
Ni Wenjun . . . ... .. Note iv - - - - - -
Shao Yang Dong . . . . . Note v - - - - - -
Independent non-

executive directors:
Wong Sau Pik. . . .. .. Note vi - - - - - -
Wu Wenguang . . . . .. Note vi - - - - -
BaiJian. . . .. ... .. Note vi - - - - - -

- 1,052 1,211 86 1,390 3,739
For the year ended December 31, 2024
Retirement
Performance benefit
Date of Salaries and -based scheme Share award
appointment  Directors’ fee allowances bonuses contributions (Note vii) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Executive directors and

joint presidents:
Xie Qiansen (Note i) . . . Note ii - 530 956 40 740 2,266
Zhang Kouwen (Note i). . Note iii - 589 1,607 35 531 2,762
Non-executive directors:
Wang Wenjie . . . .. .. Note iv - - - - - -
Ni Wenjun . . . . .. .. Note iv - - - - - -
Shao Yang Dong . . . . . Note v - - - - - -
Independent non-

executive directors:
Wong Sau Pik. . . .. .. Note vi - - - - - -
Wu Wenguang . . . . .. Note vi - - - - - -
BaiJian. . . ... .. .. Note vi - - - - - -

- 1,119 2,563 75 1,271 5,028
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Notes:
i. The executive directors’ emoluments shown above were for their services in connection with the management

of the affairs of the Group.

ii. Mr. Xie Qiansen was appointed as the executive director and joint president on November 7, 2025.
iii.  Mr. Zhang Kouwen was appointed as the executive director and joint president on January 15, 2026.
iv. Mr. Wang Wenjie and Mr. Ni Wenjun were appointed as the non-executive directors of the Company on

November 7, 2025.
v. Mr. Shao Yang Dong was appointed as the non-executive director of the Company on January 15, 2026.

vi.  Ms. Wong Sau Pik, Mr. Wu Wenguang and Mr. Bai Jian were appointed as independent non-executive directors
of the Company on January 15, 2026 with effect from the [REDACTED].

vii.  The share award scheme is granted by the ultimate holding company.

During the Track Record Period, no remuneration was paid by the Group to the directors nor the joint
presidents of the Company as an inducement to join or upon joining the Group or as compensation for loss of office.

None of the directors and joint presidents of the Company waived or agree to waive any remuneration during
the Track Record Period.

Five Highest Paid Employees’ Remuneration

The five highest paid employees of the Group during the years ended December 31, 2023 and 2024 included
2 and 2 directors, respectively, details of whose remuneration are set out in the Note 12 above.

The remunerations in respect of the remaining 3 individuals during the Track Record Period are as follows:

Year ended December 31,

2023 2024
RMB’000 RMB’000
Salaries and allowances . . . ... ... ............... 2,252 1,998
Performance-based bonuses . . . . .. ... ... ... ... ... 1,814 3,558
Contributions to retirement benefits schemes . . . ... ... .. 164 164
Share award scheme granted by the ultimate holding
COMPANY .« v v et e e et e 2,828 2,726

7,058 8,446
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During the Track Record Period, the remunerations of the five highest paid individuals are within following
bands (presented in Hong Kong Dollar (“HKD”)):

2023 2024
No. of No. of
employees employees
HKD1,500,001 to HKD2,000,000 . . . ... ............ 2 1
HKD2,000,001 to HKD2,500,000 . . . ... ............ 2 1
HKD2,500,001 to HKD3,000,000 . . . ... ............ - 1
HKD3,000,001 to HKD3,500,000 . . . ... ... ......... - 1
HKD3,500,001 to HKD4,000,000 . . . ... ............ 1 -
HKD4,500,001 to HKD5,000,000 . . . ... ............ -
5 5

During the Track Record Period, no remuneration was paid by the Group to the five highest paid individuals
of the Group as an inducement to join or upon joining the Group or as compensation for loss of office. None of the
five highest paid individuals waived any remuneration during the Track Record Period.

13. DIVIDENDS

Dividend was declared and paid by certain subsidiaries of the Company for the year ended December 31, 2023
and 2024 in the amount of a total of RMB555,854,000 and RMB285,478,000, respectively.

14. EARNINGS PER SHARE

No earnings per share information is presented as such information is not meaningful because the
Reorganization has not completed by the end of the Track Record Period and the presentation of the results of the
Group for each of the two years ended December 31, 2023 and 2024 is prepared on a combined basis as disclosed

in Note 2.

15. PROPERTY, PLANT AND EQUIPMENT

Machinery
and Fixtures and
Owned production office Construction
properties equipment Motor vehicles equipment in progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

COST

At January 1, 2023 . . . .. 27,555 895,006 673 54,780 1,773 979,787
Additions . . . . ... ... 181 269,723 287 - 76,784 346,975
Transfer . . . ... ... .. - 1,405 - - (1,405) -
Disposals . . . . ... ... - (4,664) - (1,042) - (5,706)
Exchange realignment . . . . (326) (546) - (16) - (888)
At December 31, 2023 . . . 27,410 1,160,924 960 53,722 77,152 1,320,168
Additions . . . .. ... .. 347 146,937 632 8,317 333,306 489,539
Transfer . . . . .. ... .. 72,258 9,168 - 994 (82,420) -
Disposals . . . . ... ... - (20,846) - (1,325) - (22,171)
Exchange realignment . . . . (866) (2,037) (10) (60) (5,235) (8,208)
At December 31, 2024 . . . 99,149 1,294,146 1,582 61,648 322,803 1,779,328
ACCUMULATED

DEPRECIATION

At January 1, 2023 . . . .. 2,773 309,135 540 35,910 - 348,358
Charge for the year . . . . . 1,091 142,881 63 6,331 - 150,366
Eliminated on disposals . . . - (3,396) - (960) - (4,356)
Exchange realignment . . . . (33) (63) - 5 - (101)
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Machinery
and Fixtures and

Owned production office Construction

properties equipment Motor vehicles equipment in progress Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At December 31, 2023 . . . 3,831 448,557 603 41,276 - 494,267
Charge for the year . . . . . 1,318 159,059 165 6,823 - 167,365
Eliminated on disposals . . . - (17,281) - (1,241) - (18,522)
Exchange realignment . . . . (121) (346) (1) (23) - (491)
At December 31, 2024 . . . 5,028 589,989 767 46,835 - 642,619
CARRYING VALUES
At December 31, 2023 . . . 23,579 712,367 357 12,446 77,152 825,901
At December 31, 2024 . . . 94,121 704,157 815 14,813 322,803 1,136,709

Except for construction in progress, the above items of property, plant and equipment after taking into account

the residual values are depreciated on a straight-line basis over their estimated useful lives as follows:

Owned Properties . . . . . . . . .. 20 to 25 years
Machinery and production equipment. . . . . . . . ... ... 3 to 10 years
Motor vehicles. . . . . . . . 4 to 5 years
Fixtures and office equipment . . . . .. .. .. . .. ... 3 to 10 years

As at December 31, 2023 and 2024, the Group has obtained the ownership certificates for all buildings and

no buildings of the Group were pledged to secure bank borrowings granted.

The directors of the Company considered no impairment loss on property, plant and equipment for both years

ended December 31, 2023 and 2024.

16.

RIGHT-OF-USE ASSETS

Leasehold lands Leased properties Total
RMB 000 RMB 000 RMB 000

CARRYING AMOUNT

As at December 31,2023 . . .. ... ... ... .. 77,472 52,784 130,256
As at December 31,2024 . . . ... ... ... ... 139,206 39,584 178,790
For the year ended December 31, 2023

Depreciation charge . ... ... ... ... ... .. 97 14,117 14,214
For the year ended December 31, 2024

Depreciation charge . . ... ... ..... .. ... 1,278 13,199 14,477

As at December 31, 2023 and 2024, the Group has obtained the land use right certificates for all leasehold

lands and no leasehold lands of the Group were pledged to secure bank borrowings granted.

The directors of the Company considered no impairment loss on right-of-use assets for both years ended

December 31, 2023 and 2024.

Year ended December 31,

2023 2024
RMB’000 RMB’000
Expenses relating to short-term leases . ... ... ... ... .. 6,171 9,246
Total cash outflow for leases . . . . .. ... ... ... ...... 92,615 89,331
Addition to right-of-use assets . . . .. ... .. .. .. ...... 85,233 65,474
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During the Track Record Period, the Group leases various offices and plants for its operations. Lease contracts
are entered into for fixed term of 56 months to approximately 5 years. Lease terms are negotiated on an individual
basis and contain different terms and conditions. In determining the lease term and assessing the length of the
non-cancellable period, the Group applies the definition of a contract and determines the period for which the contract
is enforceable.

In addition, the Group owns several office buildings and industrial buildings where its manufacturing facilities
are primarily located. The Group is the registered owner of these property interests, including the underlying
leasehold lands. Lump sum payments were made upfront to acquire these property interests. The leasehold land
components of these owned properties are presented separately only if the payments made can be allocated reliably.

The Group regularly entered into short-term leases for staff dormitories and machines. As at December 31,
2023 and 2024, the portfolio of short-term leases is similar to the portfolio of short-term leases to which the short
term lease expense disclosed above.

Restrictions or covenants of the leases

As at December 31, 2023 and 2024, lease liabilities of RMB53,871,000 and RMB41,238,000 are recognized
with related right-of-use assets of RMB52,784,000 and RMB39,584,000, respectively. The lease agreements do not
impose any covenants other than the security interests in the leased assets that are held by the lessor. Leased assets
may not be used as security for borrowing purposes. The Group is restricted from assigning and subleasing certain
leased assets outside the Group.

17. INTANGIBLE ASSETS

Patents and others

RMB’000
COST
At January 1, 2023, December 31, 2023 and December 31, 2024. . . . . ... ... .. 125,900
AMORTIZATION
At January 1, 2023 . . . .. 89,900
Charge for the year. . . . . . . . . .. . 5,950
At December 31, 2023 . . . . . 95,850
Charge for the year. . . . . . . .. . . 5,950
At December 31, 2024 . . . . . 101,800
CARRYING VALUES
At December 31, 2024 . . . . . . 24,100
At December 31, 2023 . . . . . L 30,050

The Group held patents and others acquired from the acquisition of Sunny Mobility Technologies (Ningbo)
Co., Ltd. (“Sunny Mobility”) (formerly known as Wuxi Wissen Intelligent Sensing Technology Co., Ltd.) to develop
the advanced driving assistant system in automobile industry, which were recognized initially at fair value at the
acquisition date and subsequently carried at the amount initially recognized less accumulated amortization and
impairment losses, if any.

These intangible assets have finite useful lives and are amortized on a straight-line basis over 10 years.

No impairment was recognized in respect of above intangible assets during the Track Record Period as the
management considered that no indicator of impairment was identified.
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18. DEFERRED TAXATION

For the purpose of presentation in the combined statements of financial position, certain deferred tax assets
and liabilities have been offset. The following is the analysis of the deferred tax balances for the financial reporting
purpose:

As at December 31,

2023 2024
RMB’000 RMB’000
Deferred tax assets . . . . . . . . . .. ... (4,643) (8,877)
Deferred tax liabilities . . . . . . . ... ... ... ... ...... 50,680 51,881
46,037 43,004

The following are the major deferred tax liabilities (assets) recognized and movements thereon during the
Track Record Period:

Allowance for

inventories Deferred Fair Value
and ECL subsidy Accelerated Right-of- use Lease adjustments
provision income depreciation assets liabilities revaluation Others Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At January 1, 2023 . (3,479) (2,162) 61,281 9,897 9,897) 3,907 (5,896) 53,651
(Credit) Charge to
profit or loss
(Note 11). . . . . (2,011) (949) 1,405 (1,979) 1,816 (646) (5,250 (7,614)
At December 31,
2003, ... ... (5,490) 3,111 62,686 7918 (8,081) 3,261 (11,146) 46,037
(Credit) Charge to
profit or loss
(Note 11). . . . . (976) 1,610 17 (1,980) 1,895 (646) (2,953) (3,033)
At December 31,
2024, ... (6,4606) (1,501) 62,703 5,938 (6,186) 2,615 (14,099) 43,004

As at December 31, 2023 and 2024, the Group had unused tax losses of approximately RMB302,069,000 and
RMB334,023,000, respectively, available for offset against future profits. No deferred tax asset has been recognized
due to the unpredictability of future profit streams. The expiry dates are disclosed in the following table.

As at December 31,

2023 2024
RMB’000 RMB’000

2024 . . 320 -
2025 . . 2,247 2,247
2026 . .. 12,537 12,537
2027 .. 28,914 28,914
2028 . . 48,864 48,864
2029 . . 31,416 47,167
2030 . .. 9,720 9,720
2031 . . 46,046 46,046
2032 . . 78,275 78,275
2033 . 43,730 43,730
2034 . . - 16,523

302,069 334,023

~1-34 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

ACCOUNTANTS’ REPORT

APPENDIX I

19. PREPAYMENTS FOR ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT AND LAND USE
RIGHT

The prepayments are paid for construction of factory buildings, acquisition of lands, plants and equipment
located in the PRC and Vietnam for the expansion of the Group’s production plants.

During the year ended December 31, 2023 and 2024, the Group paid an amount of approximately
RMB3,719,000 and RMB27,514,000 as the prepayments for acquisition of property, plant and equipment,
respectively, and transferred an amount of approximately RMB39,596,000 and RMB5,452,000 to property, plant and
equipment, respectively.

During the year ended December 31, 2023, the Group paid an amount of approximately RMB33,805,000 as
the prepayments for acquisition of land use right.

20. FINANCIAL ASSETS AT FVTPL

As at December 31,

2023 2024

RMB’000 RMB’000

Unlisted financial products . . . .. ... ... ... ........ 255,416

During the year ended December 31, 2024, the Group entered into several contracts of unlisted financial
products with banks. The unlisted financial products are managed by related banks in the PRC to invest principally
in certain financial assets including bonds, trusts and cash funds, etc. The unlisted financial products have been
accounted for financial assets at FVTPL on initial recognition of which the return of the unlisted financial products
was determined by reference to the performance of the underlying debt instruments and treasury notes as at December
31, 2024, the expected return rate stated in the contracts ranges from 1.88% to 2.21% per annum for the year ended
December 31, 2024.

21. INVENTORIES

As at December 31,

2023 2024
RMB’000 RMB’000
Raw materials . . . . . ... . ... ... 200,130 178,608
Work in progress . . . .. .. .. 65,834 135,751
Finished goods . . . ... ... ... .. ... ... ... ... 354,989 473,210

620,953 787,569

22. TRADE AND OTHER RECEIVABLES AND PREPAYMENTS

As at December 31,

2023 2024
RMB’000 RMB’000

Trade receivables . . . . . . .. .. ... ... ... 1,324,420 1,593,347
Less: allowance for expected credit losses. . . . ... ... ... (2,922) (1,685)
1,321,498 1,591,662

Other receivables and prepayments
Value added tax and other tax receivables . ... ... .... 45,015 83,468
Advance to suppliers . . . .. ... 8,518 4,586
Prepaid expenses . . . . . ... ... 27,086 28,731
Others . . .. . . . . .. . 28,033 29,448
108,652 146,233
Total trade and other receivables and prepayments. . . . . . .. 1,430,150 1,737,895
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As at January 1, 2023, trade receivables amounted to RMB1,091,372,000 (net of impairment loss allowance
of RMB104,000).

The Group allows a credit period of average 90 days to its trade customers. The following is an aged analysis
of trade receivables net of allowance for credit loss presented based on the invoice date at the end of the reporting
period, which approximated the respective revenue recognition dates.

As at December 31,

2023 2024
RMB’000 RMB’000
Within 90 days . . .. ... ... ... .. ... 1,224,434 1,422,371
91to 180 days. . . . . ..o 97,000 168,330
Over 180 days . . . .. .. ... . . 64 961

1,321,498 1,591,662

As at December 31, 2023 and 2024, included in the Group’s trade receivables balance are debtors with
aggregate carrying amount of RMB3,422,000 and RMB17,790,000, respectively, which are past due as at the
reporting date. Out of the past due balances, RMB460,000 and RMB244,000 has been past due 90 days or more.

Details of impairment assessment of trade and other receivables are set out in Note 32(b).

Trade and other receivables that are denominated in currencies other than the functional currency of the
respective group entities are set out below:

As at December 31,

2023 2024
RMB’000 RMB’000
U.S. dollar (“USD”) . . . ... ... . . . .. 770,247 811,757
Euro (“EUR™) . . . . .. .. 5,156 2,169
Japanese Yen (“JPY”) . . . .. ... 176 -
775,579 813,926

23. RECEIVABLES AT FVTOCI

As at December 31,

2023 2024

RMB’000 RMB’000

Receivables at FVTOCI comprise:
Bill receivables . . . . ... .. . L oo 162,278 210,265

The balance represents bills receivables held by the Group which is measured at FVTOCI since the bills are
held within the business model whose objective is achieved by both collecting contractual cash flows and selling the
financial assets, and the contractual cash flows are solely payments of principal and interest on the principal amount
outstanding.

The Group has discounted certain bills receivables to banks or endorsed certain bills receivables to its suppliers
to settle its payables. These bills are issued or guaranteed by reputable PRC banks with high credit ratings. As the
Group has transferred substantially all the risks of these bills to relevant banks/suppliers, it has derecognized these
bills receivables.

As at December 31, 2023 and 2024, the following table shows Group’s bill receivables amounted to
RMB19,722,000 and RMB6,615,000, respectively, being endorsed to certain suppliers for settlement of trade
payables or being discounted to certain banks to obtain the funding which the management considered that the Group
has not transferred the significant risks and rewards relating to the bill receivables, it continues to recognize the full
amount of bill receivables.

-1-36 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO CHANGE. THIS
DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

APPENDIX I ACCOUNTANTS’ REPORT

As at December 31, 2023

Bills discounted to Bills endorsed to
banks with full suppliers with full
resources resources Total
RMB’000 RMB’000 RMB’000
Carrying amount of transferred assets . ... ... 18,393 1,329 19,722
Carrying amount of associated liabilities. . . . . . (18,393) (1,329) (19,722)
Net position . . .. . ... ... ... ... ..., - - -
As at December 31, 2024
Bills discounted to Bills endorsed to
banks with full suppliers with full
resources resources Total
RMB’000 RMB 000 RMB’000
Carrying amount of transferred assets . ... ... - 6,615 6,615
Carrying amount of associated liabilities. . . . . . - (6,615) (6,615)

Net position . . . ... ... ... ......... - - -

At the end of each reporting periods, the Group’s bills received by Group with the following maturity:

As at December 31,

2023 2024
RMB’000 RMB’000
Within 90 days . . . ... oot 144,870 169,231
91 t0 180 dayS. « « v v v v e e 17,408 41,034

162,278 210,265

Details of impairment assessment of bill receivables are set out in Note 32(b).
24. SHORT TERM FIXED DEPOSITS/CASH AND CASH EQUIVALENTS

Short term fixed deposits carry fixed interest rate at 3.75% and 4.40% per annum for the years ended December
31, 2023 and 2024, respectively. Short term fixed deposits have original maturity dates more than three months but
less than one year and therefore classified as current assets.

Cash and cash equivalents include demand deposits and short term deposits with original maturity dates less
than three months for the purpose of meeting the Group’s short term cash commitments, which carry interest at
market rates range from 0.01% to 1.55% and from 0.01% to 1.30% per annum for the years ended December 31, 2023
and 2024, respectively.

Details of impairment assessment of short term fixed deposits and bank balances are set out in Note 32(b).

Bank balances and cash that are denominated in currencies other than the functional currency of the respective
group entities are set out below:

As at December 31,

2023 2024
RMB’000 RMB’000

USD . .. 109,724 91,056

EUR . ... 203 10,107

JPY 197 39

110,124 101,202
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25. TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables presented based on the invoice dates and note payables
presented based on maturity date at the end of each reporting period.

As at December 31,

2023 2024
RMB’000 RMB’000

Current liabilities
Trade payables

Within 90 days . . . .. .. .. . . L 821,879 892,587

91 to 180 days . . . ... ... .. ... 168,507 305,907

Over 180 days . . ... .. ... .. .. .. ... .. ... ... 6,412 6,761
Total trade payables . . .. ... ... ... .. .. .. .. ..... 996,798 1,205,255
Note payables (note)

Within 90 days . . . ... ... ... ... 217,239 199,615

91 to 180 days . . ... .. ... ... 118,516 124,227

Over 180 days . ... ... ... .. .. .. ... ... ... . - 14,967

335,755 338,809
Payables for purchase of property, plant and equipment . . . . 20,063 7,910
Staff salaries and welfare payables . . ... ............ 188,743 253,839
Service fees payables . . . ... ... ... .. ... .. ... .. 43,928 39,026
Value added tax payables and other tax payables. . . .. .. .. 14,195 24,254
Warranty provision . . . . ... ... oo - 1,566
Others . . . . . . . . . e 13,112 18,722
280,041 345,317

1,612,594 1,889,381
The suppliers generally allow the credit period up to 180 days to the Group over the Track Record Period.

Note: During the years ended December 31, 2023 and 2024, certain of the Company’s subsidiaries received
bills from the other subsidiaries and discounted the certain bills to bank. The cash flows of such
transactions have been presented in cash flow statement as financing activities.

26. CONTRACT LIABILITIES

As at December 31,

2023 2024

RMB’000 RMB’000

Advance from customers . . . . . . ... ... 23,878 38,283

As at January 1, 2023, contract liabilities amounted to RMB17,035,000.

The contract liability is the consideration received from the customers which represents the Group’s remaining
obligation to transfer goods to customers. Contract liabilities that are not expected to be settled within the Group’s
normal operating cycle are classified as current and non-current liabilities based on the Group’s earliest obligation
to transfer goods to the customers.

All the contract liabilities were expected to recognize as revenue within one year. The opening balance of
contract liabilities has been recognized as revenue in the respective year.
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27. BANK BORROWINGS

As at December 31,

2023 2024
RMB’000 RMB’000
Secured . . . . ... 18,393 -
The carrying amounts of the above borrowings are repayable:
Within one year . . .. .. ... .. .. ... ... 18,393 -

The Group’s bill receivables being discounted to certain banks to obtain the funding which the management
considered that the Group has not transferred the significant risks and rewards relating to the bill receivables, it
continues to recognize the full amount of bill receivables and recognize bank borrowings. The amounts due are based
on the billing receivables’ maturity.

The exposure of the Group’s bank borrowings are as follows:

As at December 31,

2023 2024

RMB’000 RMB’000

Fixed-rate borrowings (note) . . . . . . ... .. ... ... .. .. 18,393 -

The range of effective interest rates per annum (which are equal to contractual interest rates) on the Group’s
bank borrowings are as follows:

Year ended Year ended
December 31, 2023 December 31, 2024

Fixed-rate borrowings (note) . . . . . . ... ... ... .. .... 0.92% 2.50%

Note: The Group obtained a loan of RMB140,000,000 from bank with rate of 2.50% and fully repaid in the
year ended December 31, 2024. The borrowing is guaranteed by Sunny Optical Technology Group (Note
36(d)).
28. LEASE LIABILITIES

As at December 31,

2023 2024
RMB 000 RMB’000
Lease liabilities payable:
Within one year . . . . .. ... ... ... 12,633 13,176
Within a period of more than one year but
not exceeding two years . . . .. . ... ... 13,176 13,744
Within a period of more than two
years but not exceeding five years . . .. ... ... .. .... 28,062 14,318
53,871 41,238
Less: Amount due for settlement within
12 months shown under current liabilities . . . ... ... (12,633) (13,176)
Amount due for settlement after 12 months
shown under non-current liabilities. . . . ... ... ... ... 41,238 28,062

The weighted average incremental borrowing rate applied to lease liabilities is 4.30% during the Track Record
Period.
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29. DEFERRED INCOME

Government grants of RMB23,625,000 and RMB3,200,000 have been received in the year ended December 31,
2023 and 2024, respectively, related to assets and research and development projects. The amount has been treated
as deferred income and amortized over the useful lives of the relevant assets and periods of the respective research
and development projects.

RMB17,300,000 and RMB13,931,000 of deferred income has been released to profit or loss in the year ended
December 31, 2023 and 2024, respectively.

An amount of RMB20,740,000 and RMB 10,009,000 deferred income remains to be amortized as at December
31,2023 and 2024, respectively, among which RMB 12,865,000 and RMB8,942,000 will be amortized within one year
and therefore classified as current liabilities.

30. PAID-IN SHARE CAPITAL
The Group and the Company

The Reorganization has not been completed as at December 31, 2024. As mentioned in Note 2, the Historical
Financial Information has been prepared as if the Group structure after the Reorganization had been in existence
throughout the years ended December 31, 2023 and 2024.

For the purposes of presentation of the combined statements of financial position, the balance of paid-in capital
as at January 1, 2023 represented the paid-in capital of Sunny Automotive Optech, SAV and 68.67% of paid-in capital
of Sunny Mobility. During the year 2023, Sunny Mobility transferred all of its equity interests in Sunny SmartLead
to Sunny Group Limited, which acquired 77%, and to Smart Vista, which acquired 23%. After that, Sunny mobility
was deregistered in the year of 2023. Therefore, the balance of paid-in capital as at December 31, 2023 and 2024
represented the paid-in capital of Sunny Automotive Optech, SAV, SAOV and 77% of paid-in capital of Sunny
SmartLead prior to the completion of the Reorganization.

As at January 1, As at December 31,
Name of the entities 2023 2023 2024
RMB’000 RMB’000 RMB’000
Sunny Automotive Optech . . .. ... ... ..., 50,000 50,000 50,000
Sunny Mobility . . .. ... ... ... L 21,019 N/A N/A
Sunny SmartLead . . . .. ... ... .. .. ... N/A 372,307 372,307
SAV . . 21,092 21,092 21,092
SAOV (note) . . . . . ... ... ... N/A 161,061 161,061

92,111 604,460 604,460

Note: SAOV was established in the year of 2023.
31. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern
while maximising the return to shareholders through the optimization of the debt and equity balance. The Group’s
overall strategy remains unchanged during the Track Record Period.

The capital structure of the Group consists of net debt, which includes the bank borrowings and lease liabilities
disclosed in Notes 27 and 28 respectively, net of cash and cash equivalents and equity of the Group, comprising
paid-in share capital, retained profits, other reserves and NCI.

Management of the Group reviews the capital structure on a regular basis and considers the cost of capital and

the risks associated with each class of capital. The Group will balance its overall capital structure through payment
of dividends, new share issues and raise of new borrowings or the redemption of existing debt.
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32. FINANCIAL INSTRUMENTS

a. Categories of financial instruments

Financial assets

Financial assets at FVTPL . ... ..........
Financial assets at amortized cost . . . . ... ...
Receivables at FVTOCI . . .. ... .........

Financial liabilities
Liabilities measured at amortized cost

b. Financial risk management objectives and policies

As at December 31,

2023 2024
RMB’000 RMB’000
- 255,416
........ 3,748,274 4,571,634
........ 162,278 210,265
3,910,552 5,037,315

........ 1,540,088 2,140,355

The Group’s financial instruments include trade and other receivables, amounts due from/to related parties,
financial assets at FVTPL, receivables at FVTOCI, short term fixed deposits, cash and cash equivalents, trade and
other payables and bank borrowings. Details of the financial instruments are disclosed in respective notes. The risks
associated with these financial instruments include market risks (currency risk, interest rate risk and other price risk),
credit risk and liquidity risk. The policies on how to mitigate these risks are set out below. The directors of the
Company manage and monitor these exposures to ensure appropriate measures are implemented on a timely and

effective manner.

Market risks

The Group’s activities expose it primarily to the market risks of currency risk, interest rate risk and other price
risk. Market risk exposures are further measured by sensitivity analysis. Details of each type of market risks are

described as follows:

(i) Currency risk

The Group undertakes certain foreign currency sales and purchases, which expose the Group to foreign
currency risk. Certain of the Group’s cash and cash equivalents, short term fixed deposits, trade and other
receivables and trade and other payables are denominated in currencies other than the functional currency of
the relevant group entities and expose to such foreign currency risk. The Group manages its foreign currency
risk by closely monitoring the movement of the foreign currency rates. In addition, the Company has
intra-group balances with several subsidiaries denominated in foreign currency which also expose the Group

to foreign currency risk.

The carrying amounts of the Group’s foreign currencies denominated monetary assets and monetary

liabilities at the end of the reporting period are as follows:

Liabilities

2023 2024 2023 2024

RMB 000 RMB 000 RMB 000 RMB 000
EUR................ 4,234 12,276 926 145
USD.......... ... ... 2,370,624 3,205,034 375,819 812,047

JPY .. 373

i

39 700 1,146
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Sensitivity analysis
The Group is mainly exposed to fluctuation in EUR, USD and JPY against RMB.

The following table details the Group’s sensitivity to a 5% change in respective foreign currencies
against RMB. The sensitivity analysis includes only outstanding foreign currencies denominated monetary
items and adjusts their translation at the year end date for a 5% change in foreign currency rates.

A positive (negative) number below indicates an increase (decrease) in post-tax profit where the RMB
strengthen 5% against the relevant foreign currencies. For a 5% weakening of the respective functional
currencies against the relevant foreign currencies, there would be an equal and opposite impact on the post-tax

profit.
Profit for the year
2023 2024
RMB’000 RMB’000
EUR . . . 141 516
USD . . . e 84,779 101,702

JPY o (14) (47

(ii)  Interest rate risk

The Group is exposed to fair value interest rate risk in relation to fixed-rate bank borrowings (see Note
27), lease liabilities (see Note 28) and short term fixed deposits (see Note 24). The Group currently does not
have interest rate hedging policy. However, the Group monitors interest rate exposures and will consider
hedging significant interest rate exposures should the need arise.

(iii)  Other price risk

The Group is exposed to other price risk through its investments in unlisted financial products. The
directors of the Company consider alternative tools to mitigate other price risk and manages this exposure by
maintaining a portfolio of investments with different risks.

The sensitivity analyses have been determined based on the exposure to the price risk at the reporting
date. For the sensitivity analysis of those financial assets at FVTPL, increase (decrease) in the prices of the
respective financial assets would result in an increase (decrease) in the post-tax profit for the year ended
December 31, 2023 and 2024.

If the prices of those financial assets at FVTPL had been 5% higher/lower, the Group’s post-tax profit
for the year ended December 31, 2024 would increase/decrease by RMB10,855,000, respectively.

Credit risk and impairment assessment

The Group’s maximum exposure to credit risk which will cause a financial loss to the Group arising from the
carrying amount of the respective recognized financial assets as stated in the combined statement of financial
position.

Trade receivables

In order to minimize the credit risk, the directors of the Company have delegated a team responsible for
determination of credit limits, credit approvals and other monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group performs impairment assessment under ECL model on trade
receivables based on provision matrix. In this regard, the directors of the Company consider that the Group’s credit
risk is significantly reduced.
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The Group has concentration of credit risk as 19% and 16% of the total trade receivables was due from the
Group’s largest customer and 58% and 51% of the total trade receivables was due from the Group’s five largest
customers at December 31, 2023 and 2024, respectively. The directors of the Company and the shareholders have no
interest in the customers mentioned above. The largest five customers’ principal manufacturing facilities are located
in the PRC and Vietnam, and their principal activities are manufacturing of vehicle camera solutions and other vehicle
optical solutions.

Other receivables and amounts due from related parties

The management of the Group makes periodic individual assessment on the recoverability of other receivables
and amounts due from related parties based on historical settlement records, past experience, and also available
reasonable and supportive forward-looking information under ECL model upon application of HKFRS 9. For the year
ended December 31, 2023 and 2024, the Group assessed the ECL for other receivables and amounts due from related
parties were insignificant and thus no loss allowance was recognized.

Unlisted financial products at FVTPL

As at December 31, 2023 and 2024, the Group has concentration of credit risk on its unlisted financial products
at FVTPL. The credit risk on unlisted financial products at FVTPL is limited by the underlying assets invested by
the unlisted financial products being the PRC government related debt instruments and treasury notes and the
counterparties who issued these unlisted financial products are banks with good reputations. The credit risk on
unlisted financial products at FVTPL is limited.

Short term fixed deposits and bank balances

The credit risk on bank balance and short term fixed deposits are limited because the counterparties are mainly
reputable banks and financial institutions with high credit ratings assigned by international credit-rating agencies.

Receivables at FVTOCI

The Group has concentration of credit risk on receivables at FVTOCI. The credit risk on receivables at
FVTOCI is limited as the related acceptors are mainly several banks with high credit ratings.

Financial guarantee contracts

For financial guarantee contracts, the aggregate amount of outstanding financial guarantees issued to banks in
respect of bank facilities granted to related parties as set out in note 36(d) that the Group could be required to pay
amounted to RMB3,036 million and RMB2,692 million as at December 31, 2023 and 2024, respectively. All of the
outstanding financial guarantees have been utilized by the related parties, respectively. The fair value of these
financial guarantees, as at dates of initial recognition, were considered insignificant. At the end of each reporting
period, the management has performed impairment assessment, and concluded that there has been no significant
increase in credit risk since initial recognition of the financial guarantee contracts. Accordingly, the loss allowance
for financial guarantee contracts issued by the Group is measured at an amount equal to 12m ECL. No loss allowance
was recognized in the profit or loss as the amount of the loss allowance was not significant.
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The Group’s internal credit risk grading assessment comprises the following categories:

Internal credit rating

Description

Trade receivables

Other financial assets

Lowrisk . ... ...

Watch list . . . . . ..

Doubtful . . ... ..

The counterparty has a low risk
of default and does not have

any past-due amounts

Debtor frequently repays after
due dates but usually settle
in full

There have been significant
increases in credit risk since
initial recognition through

information developed
internally or external

resources
There is evidence indicating

Lifetime ECL- not credit-
impaired

Lifetime ECL- not credit-
impaired

Lifetime ECL- not credit-

impaired

Lifetime ECL- credit-impaired

the asset is credit-impaired

There is evidence indicating

Amount is written off

that the debtor is in severe
financial difficulty and the
Group has no realistic
prospect of recovery

12m ECL

12m ECL

Lifetime ECL- not credit-

impaired

Lifetime ECL-credit-impaired

Amount is written off

The table below details the credit risk exposures of the Group’s financial assets, which are subject to ECL

assessment:

Receivables at
FVTOCI
Bill receivables . .

Financial assets at
amortized cost
Trade receivables .

Amounts due from
related parties . .

Other receivables .

Short term fixed
deposits . . . ..

Bank balances . . .

Notes

23

22

36

22
24

24

2023 Gross 2024 Gross
External Internal credit 12-month or carrying carrying
Credit rating rating lifetime ECL amount amount
RMB’000 RMB’000
N/A Low risk 12m ECL 162,278 210,265
N/A Low risk Lifetime ECL (not 1,324,420 1,593,347
credit-impaired)
N/A Low risk 12m ECL 2,077,504 2,662,271
N/A Low risk 12m ECL 23,475 25,637
BB-AAA Low risk 12m ECL 10,570 21,054
BB-AAA Low risk 12m ECL 315,227 271,010

As part of the Group’s credit risk management, the Group uses debtors’ aging to assess the impairment for its
customers which are with common risk characteristics that are representative of the customers’ abilities to pay all
amounts due in accordance with the contractual terms. The following table provides information about the exposure
to credit risk and ECL for trade receivables which are assessed collectively based on provision matrix with lifetime

ECL (not credit-impaired).

Gross carrying Impairment loss
2023 Average loss rate amount allowance
RMB’000 RMB’000
1-90 days . . ... ... 0.01% 1,224,606 172
91-120 days . . .. .. ... ... 0.36% 85,342 311
121-180 days. . . . .. .. ... 2.46% 12,271 302
More than 180 days . . ... ... .......... 97.09% 2,201 2,137
1,324,420 2,922
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Gross carrying Impairment loss
2024 Average loss rate amount allowance
RMB’000 RMB’000
1-90days . . ... ... o 0.01% 1,422,446 75
91-120 days . . . ... ... .. 0.25% 118,962 295
121-180 days. . . . ... ... ... 1.02% 50,176 513
More than 180 days . ... ... ... ........ 45.49% 1,763 802
1,685

1,593,347

The estimated loss rates are estimated based on past default experience of the debtors adjusted for factors that
are specific to the debtors, general economic conditions of the industry in which the debtors operate and an
assessment of both the current as well as the forecast direction of the conditions at each reporting date. The grouping
is regularly reviewed by management to ensure relevant information about specific debtors is updated.

During the year ended December 31, 2023 and 2024, the Group recognized RMB2,818,000 and reversed
RMB1,237,000 impairment allowance for trade receivables based on the provision matrix, respectively.

The following table shows the movement in lifetime ECL that has been recognized for trade receivables under

the simplified approach.

As at January 1, 2023

Lifetime ECL (not
credit- impaired)

Changes due to financial assets recognized at January 1, 2023:

— Impairment losses reversed . . . . . . .. ...
New financial assets originated . . . .. .. .. .. .. ... .. ... .

As at December 31, 2023 . . . . . ..
Changes due to financial assets recognized at January 1, 2024:

— Impairment losses reversed . . . . . . ... ... L L

New financial assets originated . . . .. .. .. ... . ... .. .. ... .

As at December 31, 2024 . . . . . ..

RMB’000

The following table shows reconciliation of loss allowance that has been recognized for amounts due from

related parties.

As at January 1, 2023

12m ECL
(not credit- impaired)

Changes due to financial assets recognized at January 1, 2023:

— Impairment losses reversed . . . . . . .. ...

As at December 31, 2023 and 2024 . . . . . . ..

RMB’000

6,679

(6,679)

As at December 31, 2023 and 2024, no 12m ECL that has been recognized for other receivables.

Liquidity risk

The Group has net current assets amounting to approximately RMB2,783,344,000 and RMB3,389,566,000 at
December 31, 2023 and 2024, respectively, and has low exposure to liquidity risk of being unable to raise sufficient
funds to meet its financial obligations when they fall due.
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In the management of the liquidity risk, the Group monitors and maintains a level of cash and cash equivalents
deemed adequate by the directors of the Company to finance the Group’s operations and mitigate the effects of
fluctuations in cash flows.

The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the
remaining period from the year end date to their maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows, based on floating interest rate or exchange rates (where applicable) prevailing at the year
end date.

Liquidity tables

Weighted
average On demand Total
effective or less than 3 months to 1 year to 2 years to undiscounted Carrying
2023 interest rate 3 months 1 year 2 years 5 years amount amount
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables. - 1,409,656 - - - 1,409,656 1,409,656
Amounts due to related
parties. . . . . . .. 1.25% 83,656 29,732 - - 113,388 112,039
Bank borrowings -
fixed rate . . . . . . 0.92% 18,393 - - - 18,393 18,393
Financial guarantee . . . N/A 748,390 878,360 7,083 1,401,788 3,035,621 -
Lease liabilities. . . . . 4.30% 3,653 10,959 14,611 29,208 58,431 53,871
Total . . . ... ... 2,263,748 919,051 21,694 1,430,996 4,635,489 1,593,959
Weighted
average On demand Total
effective or less than 3 months to 1 year to 2 years to undiscounted Carrying
2024 interest rate 3 months 1 year 2 years 5 years amount amount
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables. - 1,609,722 - - - 1,609,722 1,609,722
Amounts due to related
parties. . . . . ... 2.10% 181,853 352,205 - - 534,058 530,633
Financial guarantee . . . N/A 607,655 625,000 1,459,245 - 2,691,900 -
Lease liabilities. . . . . 4.30% 3,653 10,959 14,611 14,596 43,819 41,238
Total . . . ... ... 2,402,883 988,164 1,473,856 14,596 4,879,499 2,181,593
c. Fair value measurements of financial instruments

Fair value measurements and valuation processes

The Group’s management is responsible for the fair value measurements of assets and liabilities required for
financial reporting purposes. The management reports directly to the board of directors for these fair value
measurements.

In estimating the fair value, the Group uses market-observable data to the extent it is available. The fair values
of these financial assets and financial liabilities are determined (in particular, the valuation technique(s) and inputs
used), as well as the level of the fair value hierarchy into which the fair value measurements are categorised (Levels
1 to 3) based on the degree to which the inputs to the fair value measurements is observable.
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Fair value of the Group’s financial assets that are measured at fair value on a recurring basis

Fair value as at

Financial Fair value Valuation technique and
assets/liabilities December 31, 2023 December 31, 2024 hierarchy key inputs
Financial assets at Unlisted financial Unlisted financial Level 2 Discounted cash flows
FVTPL. . .. .. products: Nil products: Key inputs are: (1)
RMB255,416,000 Expected yields of

debt instruments
invested by banks (2)
A discount rate that
reflects the credit risk
of the banks
Receivables at Bill receivables: Bill receivables: Level 2 Income approach (1) A
FVTOCI . . . .. RMB162,278,000 RMB210,265,000 discount rate that
reflects the credit risk
of the corresponding
banks (2) Cash flows
are derived from the
receivables

There were no transfers between Level 1 and 2 during the both years.

33. CAPITAL COMMITMENTS

As at December 31,

2023 2024
RMB’000 RMB’000
Capital expenditure in respect of acquisition of property,
plant and equipment contracted for but not provided in
the combined financial statements . . ... ... ... ..... 5,148 30,129

34. RETIREMENT BENEFIT PLAN

The employees of the Group’s subsidiaries in the PRC are members of a state-managed defined contribution
retirement scheme operated by the PRC government. The PRC subsidiary is required to contribute a certain
percentage of their payroll to the retirement benefit scheme subject to certain cap as governed by the social fund
bureau. The only obligation of the Group with respect to the retirement benefit scheme is to make the required
contributions under the scheme.

The total costs charged to profit or loss, amounting to RMB71,728,000 and RMB80,824,000 for the year ended

December 31, 2023 and 2024, respectively, representing contributions paid to the retirement benefits scheme by the
Group.
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35.

36.

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities arising from financing activities, including both the
cash and non-cash changes. Liabilities arising from financing activities are those for which cash flows were, or future
cash flows will be classified in the Group’s combined statement of cash flows as cash flows from financing activities.

Amounts due

Bank Dividend Lease to related Note
borrowings payables liabilities parties payables* Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Note 27) (Note 28)

At January 1, 2023 . . . .. - - 52,562 234,000 - 286,562
Financing cash flows . . . . 18,363 (555,854) (15,659) (208,440) 59,674 (701,916)
New leases entered . . . . . - - 14,448 - - 14,448
Interests on lease liabilities . - - 2,520 - - 2,520
Interests on bank

borrowings . . . . .. .. 30 - - - - 30
Interests on note payables . . - - - - 1,851 1,851
Interests on amounts due to

related parties. . . . . . . - - - 2,823 - 2,823
Dividends recognized as

distribution . . . . . . .. - 555,854 - - - 555,854
At December 31, 2023 . . . 18,393 - 53,871 28,383 61,525 162,172
Financing cash flows . . . . (3,500) (285,478) (14,611) 390,764 (35,938) 51,237
Derecognition of receivables

at FVTOCI . . . . .. .. (18,393) - - - - (18,393)
Interests on lease liabilities . - - 1,978 - - 1,978
Interests on bank

borrowings . . . .. ... 3,500 - - - - 3,500
Interests on note payables . . - - - - 2,108 2,108
Interests on amounts due to

related parties. . . . . . . - - - 9,138 - 9,138
Dividends recognized as

distribution . . . . . . .. - 285,478 - - - 285,478
At December 31, 2024 . . . - - 41,238 428,285 27,695 497,218
* The amount represented the outstanding balance of the bills issued by the Company’s certain

subsidiaries to fellow subsidiaries which were discounted to banks, the details are set out as Note 25.

RELATED PARTY DISCLOSURES

(a)  Sunny Optical Technology Group represents Sunny Optical Technology and its subsidiaries excluding
the Group. Names and relationships with remaining related parties during the Track Record Period are

as follows:

Names

Principal activities

Relationships

Ningbo Sunny Precision
Industry Co., Ltd.*
(P TE TR LR A R
7)) (“Sunny
Precision™)

SRk TITAAB B AT % 2 I 2
CAlAETE AR

Manufacture and sale of various
precision moulds for cars

Manufacture and sale of optical
instruments
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(b)

Names Principal activities

Relationships

Manufacture and sale of
electronic devices

Sale of electronic devices

BRI T I 1E R A A el

fEY

Sale of electronic devices

BT PR 5 47 2 7
()

FRUETT R R TG (<
'H)

Sale of merchandise

* English name is for identification purpose

Transactions with related parties:

Sales of goods
Sunny Optical Technology Group

Sunny Precision . . . . ... ..o

Purchase of raw materials
Sunny Optical Technology Group
Sunny Precision . . . ... ... oL oL oL

BEER . ...
AR

FEERHL
(ISR |

Purchase of property, plant and equipment
Sunny Optical Technology Group

Purchase of service
Sunny Optical Technology Group

~ 149 -

Controlled by a close family
member of Sunny Optical
Technology’s director, Mr. Sun
Yang (resigned on November 26,
2024)

Company controlled by a family
member of Sunny Optical
Technology’s senior
management, Mr. Zhang
Guoxian

Company controlled by a close
family member of Sunny Optical
Technology’s senior
management, Mr. Zhang
Guoxian

Company controlled by a close
family member of Sunny Optical
Technology’s senior
management, Mr. Zhang
Guoxian

Year ended December 31,

2023 2024

RMB’000 RMB’000
89,602 151,291
5,062 2,966
94,664 154,257
459,870 472,770
2,096 24,631
- 2,352
1,170 1,294
943 1,625
- 641
- 196
464,079 503,509
21,087 24,185

30,258 33,754
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Year ended December 31,

2023 2024
RMB’000 RMB’000
Interest expense on lease liabilities
Sunny Optical Technology Group (note i) . . ... .... 2,492 1,973
Interest expense

Sunny Optical Technology Group (note iii) . . ... ... 2,823 9,138

(c) At December 31, 2023 and 2024, the Group has the following significant balances with related parties:
Current assets:

Amounts due from related parties

Maximum amount outstanding
during the year ended

As at December 31, As at December 31,
2023 2024 2023 2024
RMB’000 RMB 000 RMB’000 RMB’000
Non-trade nature
Sunny Optical Technology

Group (note ii) . . ... ... 2,046,645 2,618,453 2,046,645 2,649,480

As at December 31,

2023 2024
RMB’000 RMB’000
Trade nature
Sunny Optical Technology Group . . ... ......... 30,101 42,507
Sunny Precision . . . ... ... oL oL 758 1,311
30,859 43,818

Current liabilities:

Amounts due to related parties

As at December 31,

2023 2024

RMB’000 RMB’000

Non-trade nature
Sunny Optical Technology Group (note iii) . . ... ... 28,383 428,285
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As at December 31,
2023 2024
RMB’000 RMB’000

Trade nature
Sunny Optical Technology Group . . . ... .. ...... 80,432 86,782
Sunny Precision . . . ... ... 1,571 11,598
B 1,250 109
L 403 1,172
5 3 = - 2,162
FEARME - 443
WG 82

83,656 102,348
Lease liabilities:

As at December 31,

2023 2024
RMB’000 RMB’000

Lease liabilities
Sunny Optical Technology Group . . ... ... ...... 53,715 41,122
Notes:

()

(ii)

(ii)

The rental expenses paid to related parties during years ended December 31, 2024 and 2023 was
RMB14,566,000 and RMB 14,566,000, respectively.

The amounts are of non-trade nature, unsecured and interest free. Among these, Sunny Optical
Technology granted awards pursuant to The Sunny Optical Technology (Group) Company
Limited Restricted Share Award Scheme (the “Restricted Share Award Scheme”), and our Group
made payments to Sunny Optical Technology to pay for its shares underlying the awards where
the awards are granted to employees of our Group. As of December 31, 2023 and December 31,
2024, such payments amounted to RMB66,800,000 and RMB81,505,000, respectively, which will
be settled upon exercise of the awards by the employees. Except for the above, other amounts are
repayable on demand.

The Group entered into loan contracts with Summit Investment for withdrawing USD4,000,000
(equivalent to RMB28,331,000) and USD58,500,000 (equivalent to RMB420,521,000) during
year ended December 31, 2023 and 2024, respectively. The loans are non-trade, unsecured and
bearing interest 5.13% and ranging from 3.86% to 5.13% during year ended December 31, 2023
and 2024, respectively, and will be repayable within one year. The total borrowing interest for
year ended December 31, 2023 and 2024 is RMB2,823,000 and RMB7,864,000, respectively, of
which the capitalized amount is RMB52,000 and RMB4,552,000, respectively, and the expensed
amount is RMB2,771,000 and RMB3,312,000, respectively. Except for the above, other amounts
are of non-trade nature, unsecured, interest free and repayable on demand.
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The following is an aged analysis of related parties balance of trade nature at the end of each reporting
period.

As at December 31,

2023 2024
RMB’000 RMB’000
Current assets:
Within 90 days . . . .. ... ... ... ... .. ... .. 27,779 39,167
91-180 days . . . . . .. . 803 2,998
Over 180 days . . ... ... .. ... .. ......... 2,277 1,653
30,859 43,818
Current liabilities:
Within 90 days . . . .. ... .. ... ... ... ... 81,025 96,310
91-180 days . . . . ... .. 1,371 5,904
Over 180 days . .. ....... ... .. ......... 1,260 134

83,656 102,348

The Group allows a credit period of 90 days to related party trade receivables. The average credit period
on purchases of goods from related parties is 90 days.

As at the end of each reporting period, no amount due from a related party is past due.

Details of impairment assessment of amount due from a related party are set out in Note 32(b).
(d)  Details of guarantees

During the years ended December 31, 2023 and 2024, Sunny Optical Technology Group provided
financial guarantees with several banks enabling Sunny Automotive Optech and Sunny SmartLead to obtain
bank borrowings for a period of 3 years. During the years ended December 31, 2023 and 2024, the financial
guarantees utilized by the Group are set out in Note 27.

During the years ended December 31, 2023 and 2024, the Group provided financial guarantees with
several banks enabling Sunny Optical Technology Group to obtain bank borrowings for a period of 3 years.
The aggregate amount of outstanding financial guarantees granted to related parties that the Group could be
required to pay amounted to RMB3,036 million and RMB2,692 million as at December 31, 2023 and 2024,
respectively. The financial guarantees were provided at nil consideration. The fair value of these financial
guarantee, as at dates of initial recognition, were considered insignificant.

The above financial guarantee contracts have all released by the end of December 2025.

(e)  Compensation of key management personnel

The remuneration of key management during the Track Record Period is as follows:

Year ended December 31,

2023 2024
RMB’000 RMB’000

Share award scheme granted by the ultimate holding
COMPANY .+« v v v e e e e e e et e e e 4,839 4,555
Short-term employee benefits. . . . . . ... .. ... ... 4,205 4,402
Performance related bonuses . . . . . ... ......... 3,756 7,937
Retirement benefit contribution . . .. ... ... ... .. 353 358
13,153 17,252
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37. PARTICULARS OF THE PRINCIPAL COMBINED AFFILIATED ENTITIES OF THE COMPANY

Particulars of the combined affiliated entities of the company

As at the date of this report, the Company has equity interests in the following combined affiliated entities:

Equity interest attributable to
the owners of the Company

Name of the Issued and fully As at December 31,
combined Place and date of paid capital/ — As at the date
affiliated entities incorporation registered capital 2023 2024 of this report Principal activities Notes
Directly held:
Sunny Automotive PRC RMB50,000,000/ 100% 100% [100%] Research and development,  (a)
Optech. . . . .. April 10, 2008 RMB50,000,000 manufacture and sale of
vehicle camera solutions
and other vehicle optical
solutions
Sunny SmartLead . . PRC RMB83,514,500/ 77% 77% [100%] Research and development,  (a)
November 23, 2015 RMBS3,514,500 manufacture and sale of
vehicle camera solutions
Indirectly held:
Sunny Optics Europe ~ Germany EURS500,000/ 100% 100% [100%] Sale of vehicle camera (b)
GmbH . . . . .. August 13, 2019 EUR500,000 solutions and other
vehicle optical solutions
SAV. . ... ... Vietnam USD3,000,000/ 100% 100% [100%] Manufacture and sale of (c)
November 12, 2019 USD3,000,000 vehicle camera solutions
SAOV . . ... .. Vietnam USD22,500,000/ 100% 100% [100%] Manufacture and sale of (d)
October 5, 2023 USD22,500,000 vehicle camera solutions
SA ... Hong Kong HK1/HK1 N/A N/A [100%]  Investment holding (e)

Notes:

(a)

(b)

(c)

(@)

November 12, 2025

The statutory financial statements of the combined affiliated entities for the year ended December 31,
2023 and 2024 were prepared in accordance with Chinese Accounting Standards for Business
Enterprises and were audited by Yuyao Yongxin Certified Public Accountants Co., Ltd, certified public
accountants registered in Yuyao.

No audited financial statements have been prepared for the combined affiliated entity, as there is no
statutory audit requirement.

The statutory financial statements of the combined affiliated entity for the year ended December 31,
2023 and 2024 were prepared in accordance with Vietnamese Accounting Standards, accounting regime
for enterprises and legal regulations relating to financial reporting and were audited by KPMG Limited
Vietnam, certified public accountants registered in Vietnam.

The statutory financial statements of the combined affiliated entity for the year ended December 31,
2023 and 2024 were prepared in accordance with Vietnamese Accounting Standards, accounting regime
for enterprises and legal regulations relating to financial reporting and were audited by Deloitte Vietnam
Audit Company Limited, certified public accountants registered in Vietnam.

No audited financial statements have been prepared for the combined affiliated entity, as the combined
affiliated entity was newly established in November 2025.
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38. SHARE AWARD SCHEME GRANTED BY SUNNY OPTICAL TECHNOLOGY

Sunny Optical Technology adopted Restricted Share Award Scheme on March 22, 2010 (“Adoption Date”) with
a duration of 10 years commencing from the Adoption Date. The objective of the Restricted Share Award Scheme is
to provide the selected participants including directors of Sunny Optical Technology, employees, agents or
consultants of Sunny Optical Technology and its subsidiaries (the “Selected Participants”). Restricted Shares granted
under the Restricted Share Award Scheme are subject to a vesting scale in tranches of one-third to one-fifth each (as
the case may be) on every anniversary date of the grant date starting from the first anniversary date until the third
to the fifth anniversary (as the case may be). The vested shares are transferred to Selected Participants at no cost
except that the expenses attributable or payable in respect of the transfer of such shares of Sunny Optical Technology
shall be borne by the Selected Participants.

During the year ended December 31, 2015, pursuant to the original Restricted Share Award Scheme dated
March 22, 2010, the directors of Sunny Optical Technology resolved to change (i) the vesting period under the
Restricted Share Award Scheme from three to five years to two to five years; and (ii) the circumstances when Sunny
Optical Technology’s shares would lapse, with immediate effect. The directors of Sunny Optical Technology
considered that the above amendments have had no material impact on the recognition and measurement of those
shares granted before May 26, 2015.

On March 16, 2020, the board of directors of Sunny Optical Technology resolved to amend the existing scheme
rules and adopted the further amended and restated scheme rules with effect from March 22, 2020 to extend the share
award scheme period for ten years. Under the further amended and restated scheme rules, the scheme shall (unless
previously terminated by a resolution of the board of directors of Sunny Optical Technology) terminate on the revised
expiry date, being March 21, 2030.

The Group recognized the total expense of RMB44,945,000 and RMB48,838,000 for the years ended
December 31, 2023 and 2024, respectively, in related to restricted share granted by Sunny Optical Technology.

39. SUBSEQUENT EVENT

On October 2, 2025 and November 1, 2025, dividends were declared by certain subsidiaries in the amount of
VND1,246,434 million (approximately RMB337,166,000) and RMB2,000 million, respectively, and paid on
November 13, 2025 and November 25, 2025, respectively. On December 19, 2025, dividends were declared by certain
subsidiary in the amount of VND397,315 million (approximately RMB106,734,000).
40. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Company or any of its subsidiaries or in respect of
any period subsequent to December 31, 2024.
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