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Keep Forging Ahead with Determination

Dear all shareholders of Appotronics:

As the world ushered in great challenges at the beginning of 2025, it is my honor to
have this opportunity to communicate with you again at this moment. The year 2024 is a
crucial year for insisting on our strategy for Appotronics. We achieved continuous
breakthroughs in upstream core technologies, and maintained leading advantages and won
the recognition of international leading customers in new business fields. During this
process, besides the hard work of the management and employees, | am especially grateful
for the companionship and support from all shareholders.

With the firm belief in the power of persistence when facing various internal and
external challenges, last year, Appotronics achieved an operating revenue of RMB 2.419
billion, where the automotive business contributed an operating revenue of over RMB 600
million. By now, we have acquired a total of 13 automotive nominations, covering, among
others, automobile-grade giant screens and headlight modules. Instead of seeking orders in
vicious competition by combating a price war, we achieved joint development with
customers relying on our in-depth technical accumulation and professional supply
guarantees.

I am even more gratified by and proud of the abundant achievements we made in the
cutting-edge layout. We continued our R&D investments to promote the integration
between laser and Al, to explore more application scenarios, and to continuously expand to
more fields like AR glasses, robots, etc. We provided ALPD® modules for “Xiaowei”, the
first household service robot released by Midea Group. These ALPD® modules empower
the robots with “visual expression” to reconstruct the scenario and achieve innovative
human-machine interaction. Before that, we developed the world’s first AR optical module
with a PPI of over 10,000; by now, we have shipped sample modules to several leading
listed companies in the AR industry chain for preliminary research and preliminary product
development, which provides a solid ground for our development in the AR field.

In my messages to shareholders in the past years, | stated that “in the coming years,
we will strive to build a smart supply chain, transforming a small workshop into novel
smart manufacturing. We will move to a new production base to solidify the foundations,
including research and development, supply chain, and platform capabilities”. This year,
we have fulfilled our commitments: Appotronics achieved two major milestones - the
global headquarters building built by Appotronics in Shenzhen and the Appotronics
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Innovation and Intelligence Valley Industrial Park have been put into use officially. As our
“R&D headquarters” and the “advanced manufacturing base of optical devices and optical
modules”, the completion of the two projects reflects the close combination between our
in-depth R&D efforts and advanced process manufacturing and a closed loop from
scientific research to manufacturing, which greatly accelerates technological innovation,
further strengthens our technical leading advantages, and promotes our technological
innovation to a new stage.

Despite the difficulties we encountered in the first quarter, we keep our clear
objectives in mind and have the strategic determination to move on. The trend of
integration between the rapidly developing new technologies, such as Al, AR, and robots,
and laser technologies remains unchanged, which will create more application scenarios for
semiconductor laser. Appotronics will insist on the development strategy of “core
technologies + core components + application scenarios” and improve our competitiveness
in three aspects:

In the future, we will focus on ensuring resources for the upstream strategy;

In the future, we will make use of organizational transformation to promote the
implementation of our strategies and improve operating quality; and

In the future, we will explore new major racetracks and create a more open ecology
relying on our upstream advantages.

Facing the turbulent changes in the external environment, we insist on our original
intention of creating a better life for people with technology. Therefore, | would like to
close my message with my statement last year: “I believe in the confidence and power of
Appotronics as a technology enterprise to seize the opportunity and create more growth
space in the trend of the era. Meanwhile, we are also aware that enterprise operation is a
process of wavy development, in which we will meet obstacles instead of moving straight
ahead. We are firmly confident that we can forge ahead with strategic persistence and
strategic patience.”

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

Time tells everything!

LIYi
April 2025
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Important Note

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

I1. The Company did not make profits at the time of getting listed, and has not made any profits
by now

OYes v No
1. Alert of significant risks

The Company has described in detail the risks that may exist in the production and operation of the
Company. See “Section Il Discussion and Analysis of Business Situations - V. Risk factors” for the
relevant risks.

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

V. Pan-China Certified Public Accountants (Special General Partnership) issued a standard
unqualified auditor’s report to the Company.

VI. LI Yi, Principal of the Company, WANG Yingxia, Person in Charge of the Accounting Work,
and WANG Yingxia, Person in Charge of the Accounting Body (Chief Accountant), hereby
represent that the financial statements contained in this Annual Report are true, accurate and
complete.

VII. Profit distribution proposal or proposal for capitalization of capital reserve approved by the
Board of Directors during the reporting period

As audited by Pan-China Certified Public Accountants (Special General Partnership), in 2024,
Appotronics realized the net profit attributable to shareholders of the listed company of RMB
27,953,093.89, the parent company realized the net profit of RMB 182,867,195.75, and the total
distributable profit of the parent company was RMB 771,783,201.44. The Company proposed to
distribute to all shareholders a cash dividend of RMB 0.25 (tax inclusive) for every 10 shares. As of the
disclosure date of this Report, the Company has a total of 459,291,145 shares. With the 2,451,192 shares
in the special securities account for repurchase excluded, the cash dividend calculated to be distributed
was RMB 11,420,998.83 (tax inclusive), accounting for 40.86% of the net profit attributable to
shareholders of the listed company in 2024. The Company would neither capitalize its capital reserve
nor grant bonus shares this year.

In accordance with the relevant provisions of the Rules for Repurchase of Shares by Listed
Companies, the shares repurchased by a listed company with cash in the manner of offer and call auction
shall be considered as cash dividends of the listed company, and shall be included in calculating the
relevant ratios for cash dividends. In 2024, we repurchased shares in the amount of RMB
119,432,441.36 in cash through a call auction (including transaction fees such as stamp duty and
transaction commissions), which shall be considered as the amount of cash dividend made by the
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Company; meanwhile, we also realized return of interests to investors by means of repurchase; The
amount of cash dividend and repurchase in 2024 calculated in the manner above is RMB 130,853,440.19,
accounting 468.12% of the net profit attributable to shareholders of the listed company as presented in
the consolidated financial statements of 2024.

In 2024, the Company repurchased and de-registered shares in the amount of RMB 108,917,776.63
in cash through a call auction, leading to the total amount of RMB 120,338,775.46 for the cash dividend
and the amount of shares repurchased and de-registered, accounting for 430.50% of the net profit
attributable to shareholders of the listed company as presented in the consolidated financial statements of
2024.

This proposal has been reviewed and passed at the 7" meeting of the third Board of Directors and
the 3" meeting of the third Board of Supervisors, and is subject to deliberation at the general meeting of
the Company.

VIII. Is there any material event concerning any special arrangement of corporate
governance?

O Applicable v N/A

IX. Risk statement regarding forward-looking statements

v Applicable TON/A

The forward-looking statements contained herein regarding future plans, development strategies or
other matters of the Company do not constitute any substantive covenant made by the Company to the
investors. Investors and relevant personnel should sufficiently know about the risks in this aspect, and
understand the differences among plans, predictions, and promises. Investors should be aware of the risk
of investment.

X. s there any non-operating occupation of funds by the controlling shareholder or its affiliates?

No
XI. Is there any external guarantee provided in contravention of the stipulated decision-making
procedure?

No
XII. Are the majority of the directors unable to guarantee the truthfulness, accuracy and
completeness of the Annual Report disclosed by the Company?

No
XIII. Others

O Applicable v N/A
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Section I. Definitions
I. Definitions

For the purpose of this Report, unless the context otherwise requires, the following terms shall have the
meanings indicated below:
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Section I1.Company Profile and Financial Highlights
I.  Company profile

Chinese name
Short name in Chinese

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

. 20-22/F, 0.55224 Tm[A)2F, 0.C55224t5AVICID 0 Tt180056 -0 0 1C
Registered address
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IV. Stock and depository receipts of the Company
(1) Stock of the Company
v Applicable CON/A

Stock of the Company

Stock exchange and Stock short name Stock code Former stock

Type of stock board short name
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(1) Financial highlights

0,
Financial highlights 2024 2023 A’Cha‘zrg)%%§2024" 2022

Basic  earnings per share i
(RMB/share) 0.06 0.23 73.91 0.26
Diluted earnings per share
(RMB/share) 0.06 0.22 -72.73 0.26
Basic earnings per share after
deduction of non-recurring profit 0.07 0.09 -22.22 0.15
or loss (RMB/share)
Weighted average return on net 101 381 -2.8 percentage 473
assets (%) points
Weighted average return on net -0.38 percentage
assets  after  deduction  of 1.16 154 20 P ag 2.63

. X points
non-recurring profit or loss (%)
Proportion of R&D investments to 10.24 12.69 -2.45 percentage 10.31
operating revenue (%) points

Explanation about the main accounting data and financial highlights in the past three years
v Applicable CON/A

1. During the reporting period, the automotive optics business, which entered the stage of intense
delivery, achieved an operating revenue of RMB 638 million;

2. During the reporting period, the net profit attributable to shareholders of the listed company and
the net profit attributable to shareholders of the listed company after deduction of non-recurring profit or
loss decreased by 72.91% and 22.88% year on year, respectively; the basic earnings per share, diluted
earnings per share, and basic earnings per share after deduction of non-recurring profit or loss decreased
by 73.91%, 72.73%, and 22.22%, respectively year on year, primarily due to the following reasons:

(1) During the reporting period, we took the initiative to adjust the policy for consumer business
operation and accelerated the pace of clearing the inventory of complete consumer products, which led
to the decrease in both the ratio and gross profit margin of incomes from the consumer business, while
our automotive business entered the intense delivery period and increased its ratio among the businesses.
The difference in the product portfolio led to a decrease in the overall gross profit margin by 6.85
percentage points;

(2) The non-recurring profit or loss in 2024 decreased compared with last year, primarily due to the
decrease in the government grants recognized in profit or loss for the current period by RMB 27.9557
million year on year, and the recognized investment losses of RMB 37.8059 million because the
participating company was transferred to other non-current financial assets measured at fair value.

3. During the reporting period, the net cash flow from operating activities decreased by 76.04%
year on year, which was primarily due to the increase in the operating capital required in response to the
growth in our automotive business, and the increase in restricted monetary funds (for details, see
“Encumbrances on major assets as of the end of the reporting period” in Section Il Discussion and
Analysis of the Management). The net cash flow from operating activities, without the impact of

restricted monetary funds from Appotronics HK, was RMB 247.2198 million.
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VII. Differences in accounting data under Chinese accounting standards and overseas accounting
standards

(1) Differences in net profit and net assets attributable to shareholders of the listed company
disclosed on the financial statements according to the international accounting standards and the
Chinese accounting standards

O Applicable v N/A

(1) Differences in net profit and net assets attributable to shareholders of the listed company
disclosed on the financial statements according to the overseas accounting standards and the
Chinese accounting standards

O Applicable v N/A

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

O Applicable v N/A

VII1. Financial highlights in 2024 by quarter

In RMB
1stquarter 2nd quarter 3rdquarter 4th quarter
(Jan. - Mar.) (Apr. - Jun.) (Jul. - Sep.) (Oct. - Dec.)
Operating revenue 445,039,193.21 | 636,370,307.00 | 638,189,703.62 698,975,187.99

Net profit attributable to
shareholders of the listed
company
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on the profit or loss of the
Company according to the
provisions of national policies)

Profit or loss on changes in the fair
value of financial assets and
financial liabilities held by
non-financial enterprises and profit
or loss on the disposal of financial
assets and financial liabilities, other
than those used in the effective
hedging activities related to normal
operating business of the Company
Profit or loss on entrusted

VIL70

5,096,964.49 Section X
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Opening

Effect on profit

Project Closing balance Change for the current
balance ;
period

Held-for-trading 514,010,000.00 179,936,739.21 | -334,073,260.79 | 37,683,864.37
financial assets
Receivables financing 11,387,400.00 12,552,177.09 1,164,777.09 0
Investment in_other | ;o0 119 39 7.075.419.38 0 0
eqUIly Instruments
Other ~  non-current 0.00 84.000,000.04 |  84,000,000.04 | -16,183,505.62
financial assets

Total 532,472,819.38 283,564,335.72 | -248.908483.66 | 21,500,358.75

XII. Information disclosure postponed or exempted due to national secrets, trade secrets, etc.

v Applicable 0O N/A

Since the relevant information about the Company’s suppliers, customers, and key technical staff is

commercially sensitive information, the disclosure of which may result in unfair competition to the

detriment of the Company and shareholders, the Company anonymized the names of suppliers and

customers, and exempted the disclosure of the specific remuneration of the key technical staff.
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Section I1l.  Discussion and Analysis of the Management

. Discussion and Analysis of Business Situations
(1) Analysis of business operations during the reporting period

In 2024, adhering to the development strategy of “core technologies + core components +
application scenarios”, we achieved an operating revenue of RMB 2.419 billion, up by 9.27% year on
year, presenting a stable growth trend. The automotive optics business, which entered the stage of
intense delivery in 2024, achieved an operating revenue of RMB 638 million.

In recent years, we have continuously enhanced R&D investments in cutting-edge fields to expand
our application scenarios to emerging racetracks such as AR glasses and robots, and to promote the
effective integration between Al and innovative application scenarios like automotive optics; we have
also achieved interim results in such fields. In 2025, while continuously making breakthroughs in the
upstream in the laser industry to build core components, we further increased investments in
cutting-edge fields, so that the breakthroughs in the upstream drove the innovation of the downstream
scenarios to implement upstream core components in new racetracks and large racetracks, especially
focusing on new scenarios created by new Al technologies.

1. Promoted innovation of downstream scenarios by breakthroughs in the upstream, focusing on
new scenarios created by new Al technologies

As a global leader in laser technologies, we have the R&D strength built on a profound foundation;
in recent years, we enhanced R&D investments in upstream core components to achieve integration of
upstream and downstream of the industry and localization of core components. Meanwhile, we followed
and maintained our R&D efforts for cutting-edge fields to promote in-depth integration between laser
technologies with large racetracks like Al, AR, robots, and have achieved interim results in such fields.

In terms of core components, we implemented innovation for laser light engines in aspects of
technologies, product forms, application scenarios, etc., and released a split-type optical fiber light
engine, which is the first of its kind in the industry. Unlike conventional light engines, the split-type
optical fiber light engine is equipped with a light source and an image modulation module separated
from and connected to each other with an optical fiber, which greatly reduces the product size and
achieves unprecedented flexibility. Customers can combine light sources with image modulation
modules freely to create projection products in various forms with rich functions, so that the projectors
can be flexibly used for smart terminals (smart wearables, smart homes, and other products), robots,
vehicles, medical equipment, special equipment, and various displays.

The split-type optical fiber light engine we released not only provides strong display functions in
the application fields above, but also makes it possible to implement high-speed communication between
devices. Through the optical fiber connection, terminal devices can coordinate with each other
seamlessly to achieve more flexible, complex, and efficient scenario-based control.

With respect to AR glasses, we mainly explored two parts - the light engine and the waveguide lens,
and prepared multiple technical routes, including LCOS, DLP, MicroLed, laser scanning, etc. The light
engine and the waveguide lens can be combined into a solution as the core module at the display end of
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such products, or be shipped in small batches separately. During the reporting period, we developed an
ultra-small full-color AR light engine solution with a volume of only 0.8cc, featuring a high
cost-performance ratio, low power consumption, and outstanding display effects, which can meet the
lightweight requirements of AR glasses. At present, we are cooperating with customers for full-color AR
light engine project development to provide an efficient solution for the innovative development of the
AR glasses industry.

From environmental perception to motion coordination, and from fundamental research and
development to application in complex scenarios, the innovation in optical technologies is transforming
the capability boundaries of humanoid robots. Thanks to the characteristics of the small size, low power
consumption, and high brightness, etc. of the ALPD® laser display modules, we can provide suitable
solutions for robots in household, commercial, industrial, and other scenarios, empowering the robots
with “visual expression”. In addition, we are capable of embedding a laser projection light engine in the
robot body to project images at various portions of the robot, or embed the light emitting outlet at any
portion of the robot to achieve more flexible display, hence providing the robot with the capabilities
emotion perception and expression for interaction with human beings. Given the implementation of
robots in various application scenarios and the expansion of the market size, our ALPD® semiconductor
laser light source modules are expected to become a key link in the robot industry chain.

2. Deepened diversified layout of automotive products and customers to continuously improve
the level of internationalization of automotive optics business

As AITO M9, our first nomination automobile model, entered the stage of intense delivery in
March 2024, the automotive business started to generate revenues. During the reporting period, we
recognized the income of RMB 638 million from the automotive optics business during the delivery
period, indicating a successful strategic transformation of the Company.

Since we entered the automotive business, we have made continuous efforts to promote
technological upgrades, innovative breakthroughs, and differentiated development of automotive
products, and expanded the product matrix to meet the requirements of automobile manufacturers. By
now, we have acquired a total of 13 automotive nominations, covering, among others, automobile-grade
giant screen systems and laser projection headlights. In March 2025, we acquired the nomination for
smart cockpits from an internationally leading automobile manufacturer, which indicates that our quality
system and supply chain level have reached international standards and we can meet the demands for
smart cockpits on the global market. While focusing on product diversification, we explored
opportunities for global cooperation to achieve customer diversification, hence facilitating the
continuous expansion of the automotive business to the global market.

In March to April 2025, Seres released a new AITO model equipped with a new generation of our
automotive projection technologies - the smart laser projection giant screen system 2.0, which greatly
improved the brightness and definition and achieved the function of floating windows for the first time,
i.e., the one-quarter mode to display lyrics, time, and other information. Meanwhile, the floating window

function may also be associated with the safety system of the vehicle to improve driving safety.
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3. Continuously explored “cinema+” and other types of integrated operations to meet the
diversified and differentiated operating requirements of customers

In recent years, keeping the requirements of cinemas and audience in mind, we explored integrated
operations such as “cinema+” by releasing cinema screens of different sizes and different technical paths,
which helped cinemas continuously develop and improve new cinema consumption modes, gradually
break through the limits of the conventional profit mode, and enrich the consumption scenarios and
operating types of cinemas. In 2024, with an operating revenue of nearly RMB 570 million, our cinema
business developed in a generally stable way.

During the reporting period, we took active measures to promote the ALPD® laser light source
projection solution and the VLED LED Cinema projection solution, to meet the diversified and
differentiated operating requirements of cinema customers. With respect to VLED LED cinema screens,
with a total of 34 LED screens installed and used in 30 cities, we held a leading position in the industry
in terms of the market share of new screens, and our cinema business has become a new point for
performance growth by now. Thanks to the recovery of film-watching demands and the diversified
cinema application scenarios, we continuously maintained our leading position in the cinema industry
thanks to our technological advantages and market layout.

4. Created a new scene of cultural development featuring “technology + cultural tourism” to
expand the dedicated display business to the world

During the reporting period, we achieved a significant technology breakthrough of “projection + Al”
in the dedicated display field, which helped create a new scene for the development of the cultural
tourism industry. In 2024, we facilitated cultural dissemination and technology implementation with
benchmark projects by successfully implementing over 30 key projects throughout China. During the
reporting period, we achieved an operating revenue of RMB 392 million from the dedicated display
business, including an operating revenue of nearly RMB 140 million from overseas markets, up by 60.47%
year on year.

In the World Expo 2025 (Expo 2025) in Osaka that started in April 2025, relying on our profound
technology accumulation and outstanding innovation capabilities, we successfully helped the pavilions
of China, Cambodia, and Gabon to create extremely shocking and attractive visual effects. Nearly a
hundred of laser large venue projectors broke through the boundaries of physical exhibition and
implemented tens of light and shadow presentation tasks, which facilitate the presentation of the culture
of the countries in a more vivid manner by making use of technologies. With respect to laser lighting, we
worked actively to meet the requirements of the 15" National Games of China by using high-power
full-color laser lighting at the closing ceremony for the first time, which expanded the application of “Al
+ laser lighting” to the sports scenario and contributed the power of technology to China’s sports under
rapid development.

Analysis of changes in performance measured not under the Accounting Standards for Business
Enterprises and prospect thereof
I Applicable v N/A
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I1. Main business, business model, status of industry and R&D activities during the reporting

period
() Main business and main products or services

The Company, as a global leading enterprise in the field of laser technology, stays market and
customer demand-oriented, and continues to engage in the research, development, production, and sales
of laser display and laser lighting core components and complete equipment based on the proprietary
semiconductor laser light source technologies and architecture to provide customers with all-around and
multi-field solutions.
(1) Main business model

Based on industry policies, industry characteristics, upstream and downstream development, and
customer demands, with reference to the Company’s development strategy, competitive advantages,
service experience, and other factors, we have built mature business models with an independent and
complete R&D, procurement, production, and sales system.
1. R&D mode

We insist on the driving force of innovation to continuously improve the R&D system featuring
independent R&D, and separate technology R&D from product R&D in terms of organizational
structure, development process, etc. In terms of technology development, the Company focuses on the
continuous innovation and mastery of core technologies and key technologies, pays attention to user
needs, and introduces product development after the technology is mature, so as to maintain the
Company’s core competitiveness in technology and leading position in the industry; in terms of product
development, according to the differentiated needs of different market segments, the Company sets up
product lines and teams for product planning, and divides it into feasibility \EVT\DVT\PVT\MP and
other stages to achieve rapid response to market demand.
2. Procurement mode

The Company maintains long-term and in-depth cooperation with many suppliers, constantly
strengthens supply chain management and quality management, and always adopts diversified
procurement. The procurement mode consists of front-end procurement services such as supplier
selection, determination of purchase price, cooperative business system, and establishment of supplier
platform, as well as back-end business such as purchase order execution and delivery.
3. Production mode

The Company implements the model of “independent production as the mainstay, supplemented by
outsourced production” with an independent production system. In addition, to achieve the criteria for
the production of upstream core components, we have independently built a supply chain system
meeting the production standards of semiconductor enterprises.
4. Sales mode
(1) Product sales mode

The Company’s marketing service network is laid out well, matching various application market
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segments. It adopts the product sales model combining “direct sales, distribution and agent sales”, and
achieves mutual penetration and coordinated development both online and offline to respond to customer
needs in a timely and rapid manner.

(2) Mode of cinema projection services

The Company provides laser cinema projection services for downstream cinema customers, and
charges service fees according to the length of use of light source by the cinemas (the fees are charged
by the hour or a certain period of time), while the cinemas do not need to purchase light source
equipment, thereby effectively easing their capital pressure and reducing their labor and maintenance
costs.

(3) Business cooperation mode for automotive optics

According to the needs of car companies and the design of their own production lines, the
Company designs and develops automotive optical products, and accepts the audit and certification of
car companies at all stages until it receives mass production confirmation. The Company’s specific
supply process is as follows:

Before the mass production of the project, the Company obtains the project nomination and signs
relevant sales contracts with the car company, stipulating the rights and obligations of both parties.

The nomination contract usually uses the project usage within the procurement period as a
reference to determine the purchased products, model specifications, supply terms, etc., and the
nomination supplier supplies and provides services according to the contract provisions, and settles and
pays regularly. Regarding the Company’s products, the mode of synchronous research and development
with car companies is adopted, so the project progress after signing the nomination contract is closely
related to the development progress of customer models.

After the mass production of the project, the car company requires the Company to conduct mass
production, and puts forward specific delivery arrangements, and after the car company confirms the

receipt, it will pay the Company according to the price agreed by both parties.

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

From the perspective of the laser industry development, China’s laser industry is developing under
the following trends: (1) localized production has been gradually achieved for core components such as
semiconductor laser chips and semiconductor laser; (2) the scope of application is expanding as the
application of laser is extending from conventional fields to new racetracks and large racetracks such as
Al, AR, and robots; and (3) the demands for photoelectric elements equipped with high-power lasers are

further increasing. With the support of national and industry policies, more and more domestic
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In terms of application, in addition to mature applications such as cinema, large venue, and
education, emerging industries such as smart cockpits, laser headlights, robots, AR, and Al are booming,
and gradually become a new application development focus of the laser industry, and the overall scale of
the industry continues to expand, which is expected to help to broaden the application scenarios of laser
technologies.

In 2007, the ALPD® semiconductor laser light source technology invented by our R&D team
created a wholly new semiconductor laser light source. Technically matching multiple chip and technical
routes and being suitable for DLP, LCOS, and LCD technologies, the ALPD® semiconductor laser light
source technology made a breakthrough in the application of core components and imaging solutions of
laser display, hence becoming a mainstream technical route for the laser display industry.

(3) Main technical barriers

We are committed to the breakthroughs, innovations, expansion of application scenarios, and
industrialization of the semiconductor laser light source technologies; in particular, we have profound
accumulation in light source technologies, optical engine and imaging technologies, screen technologies,
etc., and have created technology reserves and patent portfolios covering the whole technology chain of
laser display technology from key system architecture, core components to key algorithm.

Laser display technologies, as an important direction for the development of the laser industry, have
the feature of high technical barriers. In the laser light source technology, a laser beam is used to
transmit through images; optical engine and imaging devices include optical imaging devices, optical
engine and drive circuits, for which precision manufacturing and integration are the key to achieving

high-quality display effects; the screen technology ensures image quality and color accuracy.

2. Analysis of the position of the Company in the industry and changes therein

The ALPD® semiconductor laser light source technology, as the mainstream technology in the field
of laser display, has the advantages of high brightness, small size, long service life, wide color gamut,
energy conservation and environmental protection, etc.

As the inventor of the ALPD® semiconductor laser light source technology and the leader in the
laser display industry, we have built a patent moat around the underlying technical architecture of
ALPD® semiconductor laser light source technology, and created the technology accumulation and
patent layout covering the whole technology chain of laser display from key system architecture and
core components to key algorithms. In addition, we are committed to the breakthroughs, innovations,
expansion of application scenarios, and industrialization of the semiconductor laser light source
technology. Thanks to the core competitive advantages consisting of “patent moat + technical barriers”,

the Company continuously holds a key position at the upstream core component stage.
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With the in-depth implementation of China’s economic transition and high-quality development,
the semiconductor industry, as a key link that supports emerging technologies and future industries, is
facing an unprecedented development opportunity. By now, the upstream of the laser industry chain,
including semiconductor epitaxial wafers, semiconductor lasers, display chips, and other significant
elements, has achieved breakthroughs, which further improves the localization rate of core components
and greatly increases China’s independence in laser display.

The Guiding Opinions on Promoting the Innovative Development of Future Industries promulgated
in January 2024 by seven authorities, including the Ministry of Industry and Information Technology,
put forward the strategy of promoting the innovative development of future industries, which raised the
requirements on making breakthroughs in key core technologies, especially on accelerating efforts for
breakthroughs in cutting-edge technologies and disruptive technologies. As semiconductor is one of the
core supports for the future manufacturing and information fields, policies are released to promote the
development of the semiconductor industry towards higher-end and more complex technologies.

With the support of national and industry policies, more and more domestic enterprises and
scientific research institutions enter the upstream and downstream fields of the laser industry chain,
concentrate on the R&D and iteration of technologies, strengthen the industrial chain, and actively
develop and iterate technology. In recent years, while being committed to making breakthroughs in the
upstream in the laser industry to build core components, we achieved breakthroughs in the upstream to
drive the innovation of the downstream scenarios to implement upstream core components in new
racetracks and large racetracks.

(2) Given the resonance between policy dividends and technology iterations, robots have become a
core racetrack for future industries

According to the World Robotics 2024 released by the International Federation of Robotics (IFR), it
is expected that the market size of robots will exceed USD 90.0 billion in 2025. Service robots will
dominate the market, with the expected market size of USD 73.01 billion in 2029; and humanoid robots
will experience rapid market growth, where the industry size is expected to reach USD 5.3 billion in
2025 and USD 20.6 billion in 2028.

The year 2025 is the first year for both the mass production and the commercial implementation of
humanoid robots. By now, leading complete robot manufacturers have maintained rapid iteration of
technologies. As policies are promulgated in China to accelerate the transition of the industry from O to 1
and expansion from 1 to 100, embodied intelligence is expected to become a new engine for the growth
of the national economy. With the strong drive of government policies and the rapid development of the
robot industry, the process of localization will be accelerated, and relevant enterprises will have more
market opportunities in fields such as the manufacture of core components.

Thanks to the characteristics of the small size, low power consumption, and high brightness, etc. of
the ALPD® laser display modules, we can provide suitable solutions for robots in household, commerecial,
industrial, and other scenarios, and empower humanoid robots with *“visual expression”. In addition, we

are capable of embedding a laser projection light engine in the robot body to project images at various
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portions of the robot, or embed the light emitting outlet at any portion of the robot to achieve more
flexible display, hence providing the robot with the capabilities emotion perception and expression for
interaction with human beings. Given the implementation of robots in various application scenarios and
the expansion of the market size, our ALPD® semiconductor laser light source modules are expected to
become a key link in the robot industry chain.

(3) The integration between AR glasses and new technologies, such as Al large models, has created
a new development stage for products

At present, AR glasses are promoting the transition of virtual-real synthesis technologies from
concept verification to large-scale industrial application. Global technology giants and innovative
enterprises are eager to make a layout to strive for breakthroughs in fundamental technologies, such as
optical display and human-machine interaction, hence achieving iteration and upgrade of AR equipment
towards lightweight, immersive experience, scenario adaptation, etc.

In the rapid development of Al technologies, open-source large models featuring “low cost, high
performance, and strong reasoning”, such as DeepSeek, come out one after the other, which created an
inevitable trend for the industry to connect various application terminals to Al large models; as a result,
AR glasses will become one of the important terminals for the implementation of Al technologies.
According to Wellsenn, the global shipment of Al smart glasses is expected to reach 80.00 million in
2030, and the market penetration rate will increase to about 4.3%.

In the field of AR glasses, we mainly explored two parts - the light engine and the waveguide lens,
and prepared multiple technical routes, including LCOS, DLP, MicroLed, laser scanning, etc. During the
reporting period, we developed an ultra-small full-color AR light engine solution with a volume of only
0.8cc, featuring a high cost-performance ratio, low power consumption, and outstanding display effects,
which can meet the lightweight requirements of AR glasses.

(4) Intelligence has opened up new space for the automotive value and continuously improved
human-vehicle interaction

In the wave of the continuous transformation and upgrade of the automotive industry, intelligence
has become a core driver for the development of the automotive industry. Given the in-depth integration
among generative Al, large model technologies, and vehicles, smart cockpits have evolved from a pure
information display platform into a “third life space” capable of smart interaction. This transformation
empowers the cockpit with new functions of human-machine interaction for software, hardware, and
systems of the cockpit, including automotive projection giant screens, HUD, and automotive
entertainment information system.

By now, we have released a new generation of automotive projection technologies - the smart laser
projection giant screen system 2.0. This automobile-grade projection giant screen system not only
greatly improves the brightness and definition, but also enables more flexible designing, more abundant
functions, and improved vehicle safety. Our version 3.0 solution under development will integrate Al
technologies, to greatly improve the human-vehicle interaction.

Automotive intelligence also enables personalized headlight display and expands the potential for
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During the reporting period, we developed a split-type optical fiber light engine, the first of its kind
in the industry, which was officially released at the International Consumer Electronics Show (CES
2025). This light engine is equipped with a light source and an image modulation module separated from
and connected to each other with an optical fiber, which significantly improves the heat radiation
efficiency and greatly reduces the size, so that the projectors can be flexibly used for terminals (smart
wearables, smart homes, and other products), robots, vehicles, medical, special equipment, and various
displays. Unlike conventional light engines, the split-type optical fiber light engine is unprecedentedly
flexible, so that designers can combine light sources with image modulation modules freely based on
different application requirements and scenarios, so as to create projection products in various forms
with rich functions. Meanwhile, the optical fiber technology has a promising prospect for application in
fields such as smart terminals, robots, automotive, and display.

The split-type optical fiber light engine we released not only provides strong display functions in
the application fields above, but also makes it possible to implement high-speed communication between
devices. Through the optical fiber connection, terminal devices can coordinate with each other
seamlessly to achieve more flexible, complex, and efficient scenario-based control. It is expected that
this solution may become a core solution in fields such as smart terminals, robots, vehicle-mounted
equipment, medical devices, and displays in the future.

»  ALL-in-ONE universal laser headlights

With respect to smart headlights, we released the world’s first ALL-in-ONE universal laser
headlight at the Beijing International Automotive Exhibition 2024, which is the only headlight capable
of colorful display in the market at present. Unlike conventional headlights with only the lighting
function, the ALL-in-ONE all-purpose laser headlight can achieve the effects of “accurate lighting +
accurate display” with one headlight module to provide users with comprehensive functions of lighting,
colorful display, front fog light, ADB, etc. By greatly reducing the power consumption and volume of
the entire headlight system, this allows automotive manufacturers to upgrade functions.

» Automobile-grade projection giant screen system

As the pioneer of automobile-grade projection giant screen systems, we have successfully applied
the products in multiple automobile models, including AITO M9, which is the implementation of a
major innovative application for cockpit display. By now, we have released a new generation of
automotive projection technologies - the smart laser projection giant screen system 2.0. This
automobile-grade projection giant screen system not only greatly improves the brightness and definition,
but also enables more flexible designing thanks to the concealed projection light engine. In terms of
functions, the smart laser projection giant screen system 2.0 has the function of floating windows, which
is the first of its kind, i.e., the one-quarter mode to display lyrics, time, and other information.
Meanwhile, the floating window function may also be associated with the safety system of the vehicle,
so that it can promptly remind rear-seat passengers when the door is opened and a risk is detected, hence
improving the driving safety.

(2) Branded complete equipment
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»  Dedicated display field

During the reporting period, we released a flagship new product - the S Pro series large venue
projector, which is the first large venue projector of over 10,000 lumens and 4K resolution in China. It
fills the gap of domestic large venue projectors in the range of 15,000-20,000 lumens. As the first
application of ALPD® 5.0 super panchromatic laser technology in the field of large venue projection, the
S Pro series large venue projector eq