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Revenue (%)

Gross Margin
(“0)

Business ‘ 2021

Traditional Lighting 71.95
IoT Business 23.46
Traditional Lighting 23.55
IoT Business 21.71

2022 ‘ 2023
66.86 61.70
27.81 27_.86 ]
26.93 2 _32 71
2_5—.62n ) 27.09

Profitability

Operational
Efficiency.

Growth
Capacity

_~Overall Net Profit Margin (%)
_ Weighted Return on Equity (ROE) (%)

Accounts Receivable Turnover (times)

' Net Operating Cash Flow (100 million yuan)
Operating Revenue Growth Rate (%)
Net Profit Growth Rate (%)

6.54 4.69
15.91 9.33
6.79 6.25
9.3 4.7
16.68 -11.59
64.04 -36.55

(All data are derived from cases)
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@ R&D Investment in AlIoT

Current ¥ 416M
<

Position

Its operating

. leverage (DOL)
Algorithm development has sienificant]
Data accumulation S y

[Lete ;I;V(;Stment Cloud platform construction — increased.
0

High fixed cost investment:

Notreach scale:
Profits are suppressed

If Leedarson slow down

Degree of Operating Leverage . . .
8 P s s the investment in IoT business...

(DOL)

Fixed Costs (FC) o Fixed costs cannot be diluted

* Cash flow pressure stays high

Reach scale:
Profits are released rapidly

=1

+
Operating Cash Flow(OCF)

i @ i * Profitability remains weak
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But when the company continues making structured investment...

Current smart-campus model Expansion assumption
50 schools | 100 schools /
e —D Sz Already deployed Sini=

Already deployed /
¥21M J ¥90M Over ¥ 100M
Subscription revenue - Subscription revenue Net cash inflow

o
— —_— —

T s

(All data are derived from cases)
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Index Analysis

IRR

* Replicable smart — campus model
* Recurring subscription revenue
* Stable and continuous cash inflow

Indicator ROI

R&D investment < ¥ 80M
Analysis Incremental annual cash inflow > ¥ 100M

Payback

Static payback period <1 year

Initial Investment

Payback Period= —
Annual Net Cash Benefit

Formula ROI=100M /80 M = 125%

IRR = NPV(r) = Z (

v IRR > WACC

. ’ljhis. level is alf'eady (Weighted Average Cost of Capital)
significantly higher than the * Much lower than traditional $

. average level of traditional manufacturing standard
manufacturing industries.

Conclusion

Fully meets the conditions
for value investment
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Sustainable Income Organizational Ambidexterity o= Full-Life Cycle Value (LTV)

T T TTT " €T V- h)
|
o o . '
: Traditional = One-time lamp sales revenue =~ == Customer acquisition'cost !
) LTV |
|
: _ IoT = Hardware revenue = Subscription fees =, Valuc-added service revenue :
|
|
|
1o — : . l
: Traditional = Continuous acquisition of new custemiers |
. Growth :
: IoT = Sustained value tapping of existing customers :
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* Serve 71M teachers and students

* Boost educational equity and learning
environment quality

e Deliver profound social value

 Slash energy use

30 §

Support: :
Dual-carbon‘goals :
|
|

* JoT advances digital, platform-based and data-
driven governance

* Improve internal control and decision efficiency
to sustain steady corporate governance

|
|
|
|
|
|
o
|
|
|
1. ®.Global low-carbon trends
|

w e e or o or o e o Er or Er e o o o o e e
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Strategic Competitiveness

> Porter’s Five Forces Modles

Threat of
New Entrants

S
2
~

Bargaining
Powers of
Suppliers

Bargaining
Powers of Buyers

1 Fierce” Strong

Cd

Threat of New

Substitutes LOW

Low-end lighting-fixtures,

Entrants High-end smart ODM

SULEI GO [ ED lighting, Laser lighting

Suppliers

LED chips, Smart sensors

Overseas clients, Education clients

Rivalry Traditional lighting OEM, Cross-border players

(Porter, M. E., 1979)

Management Accounting
System

LEEDARSON

> Network Effects

More Spending

Dirp,

Effect ct

More
Nf X Sellers ﬁ
=
’ ] é_/
irect Networkfjj%ct : — pirect Netw kK E

ﬁ End-network-cloud-application full-chain technology
]

. Smart campus cases covering 30 provinces

Synergy capability of hardware supply chain and IoT
solutions

Organizational system from R&D to delivery to fully
leverage these strengths

A

.
.

(Barney, J. B, 1995)
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Strateglc Reframlng From Smart Campus POC to Multi-scenario AloT Platform
Smart Campus POC AloT Capability Engine Multi-scenario Smart Spaces
|
: Ansoff Logic
LEED/‘ RSON | o
LEEDARSON SMART CLASSROOM LIGHTING 48%% 2 : 1 St pngstered W AT
2 |
| Existing Market Market
Verified Value Logic : Capability  penetration Development

£ A N |

|
|
|
|
| ! 0
: : | ® ®
Devices AloT L“"New Service -Servi
I 0 ! . Product-Service Diversification
: v Smart Campus\ : : Offering Extension A _-_
: \Model Room ‘ i~ Eﬁﬁ
: : | Smart Campus Smart Office Smart Park
| ‘A. B I :
! Subscrtptton I A
| Feedback | . [ 22s
, [ ! Related extension based on ’EHE’ E'H x4
' . | L3 L3 L3 L3 L3 | D ‘
, Hardware + Platform + Service + Data || existing AIoT capabilities
, | (Ansoff, 1957) Smart Hotel Healthcare Space Smart Home
' A .

Smart campus validates the model, while disciplined replication scales its value.
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External Pressure ) Value Shift Matrix
Why Leedarson must move from product sales to scenario operation \Y B
< 4 |- T T Tss=== Strategic Implications | From external.drivers to business model shift
S
S o | A |
§ § M F I Market Forces Outcome-based demand
S § acro rorees I Customers buy Energy / safety 7 health' needs Device Entry
S~ New growth models | \,tcomes, not devices. Direct value shift
S are required. I
I I Prioritized »{ODM margin pressure Platform
| @ * Hardware price competition .
Industry Forces |\ + Platform rivalry Connection
_ Hardware-only B L %
competition is losing * AlIoT & smart buildings Service

- advantage F * Lighting as data entry . .

§ _________________ N Key Trends  Low-carbon Operation MOnetlZathn
2 § AloT turns spaces into
S £ data-driven systems.

-

5 * Weak overs.eas demand . E cosystem

* Supply chain restructuring
* Need for new growth models Scale
Device-based Value Vallle Shift Scenario-based Value (Johnson, Christensen and Kagermann, 2008)
External forces are pushing Leedarson from device delivery to scenario-based value creation.
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Platform Modularization Mechanism
How AloT capabilities become reusable service modules

To B Smart Management Reusable Module HubPlatform To C Smart Life

Sensing
& Data Collection

Q- ‘\.((X))
-4

Al Analytics

Lighting Control

Campus | Ofﬁce | Park | Hotel | Healthcare Home | Family | Personal Living
#

Healthy Lighting
Operational Safety Home Security
O&M Efficiency Management Elderly Care /

Space Utilization @ , }\. l App Serv1ces

r;!/‘ w& Alert Operation & MM

Scenario Inputs — Platform Modules — Service Outputs

Energy Efficiency % /‘/|'
T oalle
Energy

Reusable modules turn diverse needs into scalable platform value.
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Competitive Benchmarking
Smart-space leaders are shifting from devices to platforms and services x4 =+

1 AloT Scenario Platform 2 Products to SolutionsPlatform 3 AloT and Ecosystem

Y
LIGHTING. tugo

ITIK VIS ION

\W\/ N \\/ 0 \\/

Devices as entry points From produets to'solutions
Scenario-based management Design +delivery services

I) @C’CS~> Solution@

Health & space value

Device connection

Devices — Platform — Ecosystem

. oS
Devices — Scenario — Servic

AloT service extension

Smart devices.become entry points Lighting becomes health,
for campus,park and office services comfort and space-value solutions smart home and scen®

(Hikvision, 2023; OPPLE Lighting, 2026; Tuya Smart, 2025)

IoT competition is moving beyond device volume toward scenario access, data accumulation and service ecosystem.
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S-MOVE Business Architecture

From scenario access to recurring AloT value

Scenario Access

— =

(Scenario Inputs ( Ecosystem 1
i Support
Device . -
Energy O | Outcome Sharing Channels
Space Integrators
User behavior M | Module Subscription Scenario partners

ﬁ_‘ Cloud partners
| Scenario Entry

Three-tier R&D System + AI Platform + Data Assets

o )
R Lower Recurring Sustainable
Entry Cost Incoitl Return

Device Sales ———» Recurring Income = Sustainable Returns
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Smile Curve: Value Migration Path

Moving from hardware delivery to platform operation and ecosystem value’-75=

Platfornm-Operation
& Ecosystem Value

R&D

] Move upward
& Al Algorithms throtigh S-MOVE

Manufacturing
& Project Delivery

Upstream Low-margin Downstream
Capability Manufacturing Service

(Shih, 1996; Mudambi, 2008)

Value shifts from hardware margin to platform, data and ecosystem value.
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Scenario Portfolio Operating System
Managing AloT scenarios by role, value and execution certainty W ~p

Three Horizons Scenario Portfolio Capability Fit
Strategic Experiment 5, =& Cash Engine
re Option e ==@®=—=Growth Option

O Healthcare Strategic Experiment

High-value but high-compliance learning field Execution

Ease
Revenue

Stability

Hotel Home
Channel-led Expansion + Experience-driven Services

Cash Engine
Core usiness
B ¥ =

Campus Park Office

tandardized modules + recurring B2B revenue

Strategic Growth
Value Potential

( McGrath, 1997; Markowitz, 1952)

Different scenarios need different roles, rhythms and controls.
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SBU Responsibility Accounting Framework %

Hardware " Smart Lighting, Control | 7 Gross Margin,
Profit Center & Security Hardware _  Jventory Turnover

) " ‘
Platform . Technology Platform, % & _ Reuse & Conversion Rates,

IoT Business |"_7'

Investment Center Algorithms, Cloud Services = | ROI
________________ —— q_.,. L L L L L o o o o oo o
2NN

oo Subscription | Smart Scenarios, Renewal Rate,

Value Proposition

_______________________________ e S i Ll

o Profit Center )L Subscription Services
49/5&%‘/ __________________________ [
—;erm Strategic Asset Value Long-term Recurring Revenue |

Misallocate resources — Overprioritizing hardware over
high-margin subscriptions/data
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Tiered Cash Flow Model Three Core Accounting Topics
100-School Scenario
Layer Revenue GM Role

/ Risks Allocation
Data Value-Added Services \% % Low Cost Scaling

Hardware ¥480M 27% Entry cash

Saa$ ¥9OM 650, eeurring

revenue

Data services ¥15M 80% ngh-margm
option —

sSaaS Subscription : :
Hardware: Cash flow support 32 QO Layered gross margin accounting
& R&D risk hedge \ I & accurate ROI tracking
2

Risk-return alignment

Supports dual-core strategy & operational resilience

& ecosystem expansion

/\ >

ﬁ Profits fuel tech upgrade
& innovation cycle

Hardware

Cross-scenario algorithm reuse
& falling

iered Cash Flow Mode

@@

(Aarti Dhapte, 2025)
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R&D Reuse Accounting Model

T

Smart Campus
Al algorithms

Safety, Health, Energy

i - Technology Asset Pool - Healthy lighting

Cloud platf .
oud platiorm Reusable _ Revenue from RED AchzevementsX 0
Sensing & APP services ~— Total Operating Revenue 0

Communication A

Edge computing Energy, Security,

Operations y

Average Annual Net Benefit

ﬁgD Payback Period = Total Initial R&D Investment !

T

hree-tier R&ID System

Forward-looking Basic R&D (Platform AlgorithmLayer) @

Capitalized into tech asset pool, amortized across projects to fit long
payback cycles.

Customized Application Development (Scenario Layer)

Recorded as current costs, tight single-project ROI control, cut low-
value R&D waste.

General Technology Development (Shared Modules) WEEZ

Centr Capitalized assets under unified management, deployed for high-reuse
~ scenarios, generating compound tech gains.

_______________________________________________________________________________________________________________________________________
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FINANCIAL KPIs OPERATIONAL KPIs

ECOSYSTEM KPIs

Whether value is finally Whether the platform is Whethe
converted? being used? willi

Do partners expand our
capability?

Crye
n !

~
® 7" ((&\

- a
- IS{argvz/}a;/?oGM% . . ® Renewal Rate ® Partner Revenue Contribution
- Daa | /o dded GM® Set\ide A ¢ .req}gency ® Customer Retention Rate ® Dealer Conversion Rate
@ ata Va ue—aé ; . % \3 cruee clt}vatlog Ellte ® Annual Subscription Revenue ® 3rd-party Service Integration Count
® Erglgcf{g?t ash Flow @ grnc?tegz:rD?cleVérgst yele ® Customer Cost Savings ® Platform Connected Devices

v ® Satisfaction S ® Partner Deli lit
® Customer Lifetjme ®  After-sales Response Cost aHSTaction Seote artner Delivery Quality

Device Operation 1 — Service Usage 1 — Renewal Rate 1 e=a Customer Lifetime Value 1 = Long-term Cash Flow 1
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Stage-gate Rolling Budget & Control Mechanism 8@
2 Ne

"Invest — Verify — Expand or Exit" — strategic spending becomes capital allocation discipline

50 Schools pilot = 100-school replication
Market acceptance = Scalability
= System Usage Rate * Delivery Cost |
Core metric Efficiency metric %
* Subscription Conversion Rate * Algorithm Reuse Rate }\'F)\
Core metric Platform metric
i . Cross-scen?
Cash Collection Speed % Growth metric
Financial gate X * Technology Reus¢
. - Platf tri
Cash Flow Break-even @ ervice Gross Margin atform metric . .
Financial gate }- Financial gate * Partner Contribution
Ecosystem metric
] ° +
R&D Amortized CF * Long-term CLV
Financial gate Value metric

PASS: Margin stable & PASS: High reuse & strong

Cash flow positive — Scale partner delivery — Expand

Each stage has distinct financial and operational gates, and budget is released only when milestones are fulfilled.
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Market Feedback & Value Verification Mechanism
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Innovation

-EEPARSON
‘“’?9“

Ecosystem strategy must be validated by market data — not just internal planning
\

Scenario Profitability Ranking

Calculate per scenario

* Gross Margin %

= Payback Cycle (months)

* Subscription Conversion Rate
* CLV

* Unit Delivery Cost

Quantify each partner

Project Conversion R

Delivery Quality ﬁ@
* Cash Con% n Ratio
After-sales
atisfact ating

It's valuable only if it improves conversion, delivery quality and cash contribution.

¥ Partner Performance Scorecgw_:

Customer Segment Unlt

Calculate per customer type

CLV / CAC Ratio

* Renewal Rat en
Serv1ce omer f %
DSC
eSThe

oﬁt Contribution

Post-investment Review

Compare budget vs. actual

Budget Cash Flow vs. Actual Cash Flow
Expected Gross Margin vs. Actual Gross Margin
Expected subscription rate vs. Actual renewal behavior

Deviation Analysis
* Feedback — Next Budget Cycle

Es

Capital is moved away from weak projects and reallocated to scenarios with stronger value potential.
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SBU Responsibility Layered Cash R&D Reuse Dynamic Ecosystem Stage-gate Market Feedback
Accounting Flow Model Accounting KPI Network Rolling Budget & Verification

- - -~ I
--~~~ _———— ~-~-~ —————
iy g = iy -

Track the full

-
-
- -
iy g -

Define who { Treat platform ) Invest — Verify Let the market
! value creation :

owns what value, I R&D as reusable — Expand or Exit!,

separate asset, not period capital allocation

cause-effect

: discipline
chain

planning

-
1
1
1
1
|
i validate,
|
1
expense i
1

1
1 1
1 1
1 1
] 1
1 1
| |
process with | T ]
! not just internal |
! !
1 1
] 1
; !

N\a

Leedarson’s AloT expansion: strategically attractive, financially disciplined, operationally controllable
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