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LEEDARSON’s Choice: The Transformation Path from Traditional Lighting to Smart IoT
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Act IV Discussion on [oT Technology and Applications
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In March 2024, as intelligent IoT technology was upgrading from the tra, %%r"Edge—
Network—Device—Cloud—Application” architecture to the new- gene ntegrated
Connectivity, Sensing, Intelligence, and Value” model, the Technolo ment applied
for an increase in the 2024 R&D budget. Meanwhile, the IoT Busi 1vision was under

pressure to increase revenue and reduce costs. To address he*w balance technological
investment with corporate value, the IoT Division initiate ‘%\ sion on [oT technology
on).

and its applications (see Appendix VI for background i
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Mr. Li from IoT Division I, spoke first: , overseas device-side shipments are
still generating stable cash flow. However, é@er how active the domestic smart campus
market appears, its recorded revenue ited, while R&D consumes 55% of the
budget. How do we explain this story to tsﬁhgfapltal market?”
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Mr. Liu from IoT I, turned his laptop toward the group and opened a map:

“We should focus on“growth rate, not current proportion! Our smart campus pilot projects
have expanded tg%1,000*schools, and the contract value per school is increasing. Beyond
the current Sol‘% }evenue, there will be recurring annual maintenance income. By next
year, this se% can contribute 30% of cash flow.”
EZ SRR, R H R S ] “AITO HIBCARAETH 2, ”ﬁ‘JQI%IJEEYERO
R, R %OJ%%Z BREMIEL 2.0 By EBREE K
4 E\ B O EPUAL A, S oA SR AR AEAIN, 27%E
T2 H] 15%. 7
Technical Director Mr. Wen displayed the architecture diagram of the “Integrated
Connectivity—Sensing—Intelligence—Value” system: “AITO technology is upgrading, and
the device-side dividend is diminishing. Artificial intelligence is integrating with sensing
devices, and decision-making power is shifting toward the consumption side. IoT 2.0
requires the integration of sensing, communication, computing power, and value creation—
chips, models, and application scenarios must iterate simultaneously. If we do not invest
now, the 27% gross margin will drop to 15%.”
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CFO Mr. Xia stated: “I’'m not concerned about technical terminology; I focus on ROI.
In 2023, R&D expenditure on smart campuses exceeded 100 million RMB, while
collections were only several million, resulting in negative net cash flow. If we invest
another 80 million RMB in 2024 for this upgrade, who will fill the cash flow gap? Who will
ensure profit growth? Mr. Li, how much more can your device-side business ‘bleed’?”
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Mr. Li shrugged: “The overseas market is highly volatile, and OEM pricing
competition is fierce. Further extraction would be fatal.”

BERE AR, PIRFE “RIE AL PR - A EAE SRR AT B
ENFRELLIIGRIN AN 7 RAEH] 4 /DN, — ARl 200 B3R BAL, HARG N LAk
18 Jio A AT BB AR LKE, PRFEENT 16 J3; MR ERES HEIE”
PRI R, V8 2w B A T 2. AN, SRATTRI W B 7 U R A RedA A S B 4%
BEUH. WP E2RRERRSER, mARYE . iRz Saas ik, # 50 fr
LR, T BN 2100 77, BLERSTZIEEIE. 7

Mr. Zhang from Product Manager for Smart Campusg,switChed to the “Campus Al
Platform” screen: “Let me show you real-time data. Ak‘autedlabeling has reduced training
time from seven days to four hours. One person can fow’manage 200 camera feeds, saving
180,000 RMB per school annually in labor costs. o¢al Al alerts can replace security patrols,
saving another 160,000 RMB per school per year: fave also implement intelligent energy-
saving algorithms, cost reductions on the constimer side would be significant. However, our
pricing model must change. We cannot.ély solély on hardware sales; we need subscription-
based revenue. Customers value intelligent service outcomes, not physical equipment. If
we adopt a SaaS model and calculate, based on 50 schools, annual subscription revenue
would reach 21 million RMB/imfnediately turning cash flow positive.”
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Algorithm Engineer Mr. Ye added: “The ‘intelligent service subscription’ model is
continupus in nature. Traditional one-time transactions become long-tail revenue streams,
compounding through ongoing technological upgrades. Meanwhile, personalized data
assetS=-under privacy and compliance requirements—can strengthen ecosystem barriers.
Although model training requires substantial initial investment, it can be replicated across
multiple schools with near-zero marginal cost, generating continuous cash inflows.
Moreover, our technology can also support hardware upgrades in Mr. Li’s division.”

RIS E R BRI, PR S A . HOR IR E AR . I A
P — Mt +SaaS T B+ B IE = EW . 2 RXREZTTA RION, BRI KT
(AR L7

Mr. Zhou from Strategy stated: “When technology upgrades, the industrial chain is
restructured. Technology must be integrated with the business model. I propose a three-tier
revenue model: ‘One-time hardware sales + SaaS subscription + data value-added services.’

This multi-layered approach expands revenue streams and ensures the commercialization
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conversion rate of R&D.”
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Finance Analyst Mr. Zhang projected an Excel model onto the screen: “If the solution
is implemented in 100 schools, the forecast shows: hardware revenue of 480 million RMB
(27% gross margin), SaaS revenue of 90 million RMB (65% gross margin), and data value-
added revenue of 15 million RMB (80% gross margin), totaling 585 million RMB. After
amortizing 70 million RMB of R&D costs, net cash inflow increases by over 100 million
RMB, meeting our target return on investment.”
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Mr. Xia exhaled in relief: “As long as the domestic subscription migdel works, overseas
device-side business continues generating cash, and data valug-added services scale
accordingly, I agree to increase R&D investment in the new-arChitecture. However, the
algorithms must be reusable in the smart home sector to diltfe R&D costs.”

JaLi: R R—— =R EE, [, /aialel . N AR BT
TAE. 7

Mr. Zhou concluded: “Then it is decided—three-tier pricing plus shared algorithms,
replicate across 100 schools, invest while gemeratiag returns. We will initiate the upgrade
next month.”

] &3 ‘ Questions:
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1. How does intelligént technology drive the development of LEEDARSON’s IoT
business, andsyhat incremental value does Al technology create?
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2. As JoT technology upgrades and restructures the industrial chain, how should the
bosin€ss model be adjusted to facilitate technology monetization?

3 MBM» TIPSR, AT RS BT IS DAL LSS i ? 2
R S B oA 3 AU (InERyT . A 7 RS AR 2

3. Within the education sector application scenario, can the “hardware + Al service” model
be further optimized to increase value? Can it be replicated in other vertical industries
(such as healthcare and office environments)? What conditions are required for
replication?




