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O—————————— Should we slow down the development of loT business ML’

— Loss ecosystem positioning n Cash-flow preﬁg{lrg\'@

Excessive . | ) Aggressive
Siow Down Missed Al opportunity Lo Kﬁ{\ proﬁtab1l1ty Expansion

Weak future competitiveness
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External
Pressure

| o \\ e 1,270 R&D staff (15%)
................ + Education Informatization 2.0 7 }\ * 4,668 patents
* 14th Five-Year [oT infrastructure — T b ili « Three-tier R&D system
« Smart campus policy tailwiny;—’\/ P y
K
}?&/\’S& . e Full-stack IoT
e @ VA\ Full-chain Matter/Zigbee core member
External Y = = /e EXT ’TIS Setocking & tariffs technology |- Proprietary Al
Market .
P \ Chirta smart home penetration .
ressures only 5.6% First-mover » Covers 30 provinces
aflv‘mmgt € «  71M+ users
in smar - ; PR
« F Alt 1 applicat
e ujian Al typical application
ompeitiion S . . : . * Qverseas device shipments
\ : glgﬁfy, Osram shifted (‘;0 IoT platforms Dual-business ~100M /morth stabl gcash
margins squecze cash flow « Domestic projects cultivate
future growth
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Cash flow
imbalance

Business Model
~ & Investment

Financial
Analysis

& Execution

Risk

Corporate
Sustainability

Lighting profits fund IoT’s heavy investment.
The overseas device side cannot bleed indefini

Input-output
imbalance

Smart campus R&D exceeds 1 OO/IMF»éK

but low revenue.

Pace
mismatch

%\ﬁ%‘@@

-

Traditional lighting is a

“cash cow”
IoT is a

“future engine” .

R&D consumes 559
Lightz dem éEort—term returns while

th qutres long-term cultivation.
“Current Model”
is not sustainable »
enough

Slow down
blind large-scale
expansion



Strategic Judgment
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No Clear monetization path

In 2023, the smart campus relied mainly on hardware sales

Financial Business Model Risk How to
Analysis & Investment & Execution Slow Down

Z.
l%i
o

e-scale expansion

How to execute ?

Slow Down b

No cash flow constraints A%Qgc& %Eree deficiencies ”

lighting’s cash paying IoT’s cost fy/‘:

No risk boundaries

N
],
X

55% of the R&D budget was concentrated e

Strategic perseverance

Y

\ﬁﬁ}g cost safeguards
\

e

4-

Enhance * Four strengths ”

aW ¢
Implementation measures

Use smart campus as breakthrough,

Firm ecosystem strategy stick to IoT direction

|
|
| Maintain phased investment + algorithm reusel Marginal cost =0, algorithms reusable
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: Business Model Risk : : :
Strategic Judgment, _ : Financial Core Conflict
, / & Investment & Execution |

In 2023, smart campuses R&D spending exceeded 100 million RMB, while collections were only several million,
resulting in negative net cash flow. A further 80 million investment in 2024 would widen the gap.

Revenue Characteristic Stable but ugde%sﬁ’

Gross Margin ~27 % EM)
Cash Flow Contribution sly positive
Core Conflict ng + tariff pressure

Core Issue:
Without a business
model upgrade,the

- lighting business

’@'@X Growth Engine

Small base, rapid growth cannot keep
- ! ey C%teﬂstlc Hardware 27% / SaaS 65% financing IoT
4 ?; ) f ss Margin / data value-added 80% expansion forever.
e %a low Contribution ’ Currently negative ‘_
3 , / Core Conflict High R&D investment

IoT Business X| Cash Cow 7‘ Growth Engine
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i______________._ ______ : ____________________ : i \l I
! Gross Margin 1 Net Profit Margin i h
L 000 b | estocking post
' ’ 0 26.10% 29.75% } 8.00% 6.54% : .
i PR LS | -%‘ ~driven inventory build — order
I U 0, - . .
b 20.00% 1 4.00% % } decline 1n 2023
b 10,004 1 2.00% -
b 000% h 0.00% : S |
: 2021 2022 2023 ) 2021 2022 2023 B
b T DT oo o DT _ . I
L |
Gross margin improved ‘

— better product mix & cost control
Net margin under pressure
— overseas destocking, longer domestic o}l&
cycles, rising expenses\‘ Sf\

nnfront iInveetment

O mismatch between revenue

I

I

E O ODM profit squeezed

i

E recognition and cash collection

: | I

i K%R&D Expenses : Selling Expensgs i Administrgtive Expenses

! RMB 416M (6.7% of revenue) | OBM brand promotion, | New business teams,

i i — Al / modules / platforms i channel expansion E organizational complexity

i . : Expanded domestic sales team i

ke o —_— e e o o o e e e e e e e e o e S —— —_— S ——




4 i / Bilsiness Model | / Risk _
/ Strategic Judgment ; T -

e\ vV
Y o=

: 50.00% 49.02@ 1 2.00
Key Data of DuPont Analysis A\
2 177 180
48.00% =)
18.00% 25 1.60
o 15.91% +38 141 140
P O=2.12 z _ 1.20
4.00% 13.13% ”~ 41.80% 41.41% 1.00
12.00% } [ 200 0.80
40.00% 0.60
0,
10.00% U 0.40
8.00% 38.00% 0.20
. 36.00% 0.00
6.00% 2021 2022 2023
4.00% === Asset-Liability Ratio === Current Ratio === Quick Ratio
2.00%
0.00%

No significant short-term liquidity risk
Debt structure remains generally

2021

—

mm ROE Net Profit M{gm —O—TﬁAie- over ==@=FEquity Multiplier conservative.
LOW )ﬁ: '1 gln Slower Asset Turnover Reduced Equity Multiplier
transition costs [PO-funded capacity, revenue lagging Deleveraging to preserve financing capacity
—— >
T ———
The decline in ROE only reflects transformation pains, not operational failure >
Lighting still provides positive cash flow, but [oT needs faster cash conversion .
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Horizontal Comparison

Global Smart Lighting Penetration

— N\ X
Za

1T.59

OPPLE

all accelerating IoT. Follow or
be marginalized.

| ™ ~
| | 0% -~

LED IN CHINA @1 P > .
| P ’A) LED%&%» ched —
| I E 501 ’,”’ U o .
| Market size(RMB || - hting is the way out
| 10billion) B 68.23 | i % @
| | 0 BRER tration hit 76% — traditional lighting ceiling
| Penetration rate(%) 157 . %\\re ched. Smart lighting penetration: 12.4% (2016) —
: I o S 38.7% (2021) — >60% (2025¢), the only growth path.
L ____60 _65_70 75_80_5 | | & foene
Ir __________________________________ 4"“___/'7__\7"__1'
| 1% 'S&’ﬁ' s | 6 Solid financial foundation
: mmm Revenue Growth(%) C—IROE(%) . :
| | ROE 9.22% (above FSL 5.51%). Gross margin up 7pp
| |
| 0.3 | t0 29.76%.
| |
| |
| ‘ |
| — e : @ ® Industry consensus —
, 7.22 9.46 | ® . .
| @ 3.88 ] a4 transform or be marginalized
| m ’_‘ a :

7} ) Global peers (Signify, Osram) & i anif

. ) 1 Haier T Pak - I , ®ignify
: W Bpp ‘ e e ! 109sz " : domestic peers (Opple, Yankon) -
| |
| |
| |
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Cash Flow Analysis

14
Investing Net Cash Flow Operating Net Cash Flow Fin: g‘N’Et Cash Flow

8.00

7.00
2021 2022 2023 6.00
5.00
4.00
3.00
2.00
1.00

1 | | |
(o] D I N (@]

-10

12 0.00 5> y d
- )4 2022 2023

Investment pressure easing Lighting as the Main Cash Donor From External Funding

Net investment outflow narrowing. Operating cash flow positive. to Self-Sustaining
Capacity build-up pressure easing. Lighting steadily covers IoT investment. No more financing reliance.
Self-sustaining cycle emerging.
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: Business Modiéli /
Strategic Judgment : : .
T m & Investment / /& Execution S

- - - 2 0A W«

° Profitability
Net margin .under short-term % Focused Reusable R&D
transformation cost pressure. e Share algorithms to cut R&D
. cost and lift ROI.
Positive Cash Flow 79=
@ | Operating cash flow positive; Should We . }\'F)\\ SSeh e e k]
lighting business funds IoT. | Continue Investing ) ém/‘f- :
. : P — _ Expand SaasS to raise
in IoT Business' Worth,contintiing,/but How to Optimize : :
Substantial Growth , Input-Output? recurring revenue & improve
= ) the‘medel must be nput-Uutput: cash flow.
Potential A
_Valldat?d SaaS model with A A Control expansion &
improving cash flow. .
trial cost
. Competitive Moat \ Scalet ettfter Verlﬁed;. lnznt trflil[l
CSI+V & Al technology @ , cost to secure project profit.
build entry barriers.

Short term: Lighting funds IoT.
Long term: Current investment for future high-value growth.
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Financial Business Model Risk Problems of the original

/ Strategic Judgment |

/ / Analysis | LAl nnsy /& Execution business model
Long payback cycle Low customer stickiness Overseas pressure One-time royenue
X 2023 Smart Campus X OEM model X Tariffs
<10M >100M X Customers lost after sale X Price war no recurring cash flow
0 X Customers can easily switch X wh le
i to other suppliers
i >10 times
I—
collections

PROSPECT

* The original model is unsustainable and needs restructuring

# shift IoT from cash-burning to self-sustaining



Financial Business Model VRisk
Analysis AU /| & Execution

Business Model
Innovation

2 Pk
N

@D‘cfm v
}__@Value-addedr '

Strategic Judgment,

Qz'. How can business model innovation strengthen the value of the loT business

Unit R&D
Cost Declines

K

2
One-time o Data Entry+Customer A %‘
Hardware )f\l)"-
\ -

Data Accu %Jr Stickiness / SaaS Subscription
K N

Education Scenarioh ' €Y 5¢ SNENBSNERITIERN
100Schools Replication

Data
Value-added

\

High-margin profit+ . .

competitive barrier Three-tier progression. i

* Diversified revenue. :
1

e Margin uplift.

bl

R&D cost dilution
reuse rate T 11
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\ PV Anal
Strategic Judgment ' Analysis & Inyestment [IFY NPV Analysis

& Execution

Item Symbol Value !

— 9, cash flow 100M -- :

Initial investment RMB 8 il ! conservatlvely 100M !

| SR '_ ___________________ :
I&Conservative Project life

| Assumptions Annual net cash inflow }\% 100 m11110n _____________________

Discount rate 3 x 10% \' ?83/3 2018 9f 33(;% ? :

Residual value /8 0 Bt

)
LK

/\/ ____________
Met,%&’ \/\ Formula Value INPV>O — Project |

|
| |
/&Q PV +CF*(P/A,10%,5)  RMB 299 million CO) creates value |

“Under the new business model,long-term financial

— X

risk is manageable.”




IR CVP Analysis

Strategic Judgment Financial Business Model ;
g : & Analysis & Investment M . ’

& Execution

* If the additional RMB 80M R&D investment in 2024 is fully expensed in the first year , will IoT be

Source Data

REVENUE(RMB BILLION) /
0.15

lue Added I 0%
® One-time Hardwar
SaaS Subscription GG 5
!Annual aa r1 on
Hardware I >7%
a Value Added

Initial Investment (RMB MILLION)

0% 20% 40% 60% 80% 100%

m\ [« Under the new business model, the break-even point is onl})
Total var. cost RMB 38 40 schools — far below the 100-school target — making
Total CM % 1 . short-term financial risk manageable. With 40 as the
baseline and 50 as the target, the IoT business can achieve
CM ratio 2% . .. . e
l‘< \ rapid self-sustaining cash generation. )

I’Prive&){e RMB 234 million @
\Q& rev./school RMB 5.85 million V
' «?

BE schools 40 schools
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Fi ial i Risk
Strategic Judgment 1nan01.a R b . Answer Question3
i ] A}}alys1s & Investment & Ex\e,cutlon

03 : How can management accounting support long-
creation within an ecosystem strategy7

Strategy Decoding Performance Evaluation Risk Management
Allocate [oT L%X nsion
Translate ecosystem investment i.n stages Monitor collection \ ng based on Control cash-burn,
strategy into based on lighting ensitivity analysis compliance risk,

executable business cash-flow capacity. and operational and ecosystem

cycle, SaaS r n%
rate, e@‘[@ﬁtb
|

priorities. ,@ ciency. feedback. coordination risk.
TOOW- Tool:
NP VP /'Stage- Scenario planning /
Tool: : budgeting Tool: sensitivity analysis Tool:
Strategic plan k= KPI dashboard / Risk matrix / early-

warning indicators

rolling fil%t Resource Allocation [EELUCEURINERI Dynamic Adjustment

\N\ Long—term Value = Cash Flow + Replicability + Sustainability

Management accounting converts ecosystem strategy into sustainable and controllable value creation.



Strategic Judgment Financi.a ! Business Model IS . IMA Competency
- . AnalySIS /& Investment & Execution Framework

Selected IMA competencies applied to IoT govermmce - %

Support ecosystem 00— 4-————_ All mnvestment
transformation and ¢ > % lighting cash-flow
staged expansion. acity.

Strategic
Planning

- o

Conduct sensitivity
>>>> analysis and
scenario simulation.

Evaluate the feasibility
of IoT projects and
expansion plans.

€<« \
I
l

N\P\ Control liquidity, Monitor SaaS renewal,
\ compliance, and  <<<« >>>> collection cycle, and

ecosystemrisks. 0000000 @T——g profitability.



Financial Business Model Risk
Analysis /& Investment & Ex\gcuton

KPI Dashboard for

Strategic Judgment _
h v Value Creation

/
KPI is a test of whether technological investment is really transformed ing, lldg%rm value.

1
ACisfomer Value

Financial Value

—

3

Renewal Rate
Customer Retention
School-level Savings

* Operating Cash Flow
L3 © Payback Period
* Recurring Revenue %

* Deployment Cycle )f\%;__
n ¢ Model Reuse Rate \
* Delivery Ql%{ E

ol Value
Operat&l% alue

N\ LA\

10T Cash Burn<40%

Compliance Incidents
Budget Variance

)
. * Collection Rate
G B

Governance Value

Saas revenue collection payback
= ¥ 21M = 80% <24 months

of Lighting OCF
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Stratesicudement UEIEE Business Model Risk . Sensitivity Analys1s &
| Analysis / & Investment & Ex\gcutlon Governance Action >

4 key sensitive variables R

—- Saas Conversion

Low conversion delays monetization. - 4 Stage-gat%d
——+Collection Efficiency & stment by collection milestones.
Long cycles increase liquidity pressure.

Converswn & Renewal Tracking
Monitor SaaS activation and renewal performance.

Govemance Actio

——+ Renewal rate

Low renewal weakens recurrin ¢
—-+Algorithm Reuse é
5 ¥ Compliance Governance
Low reuse incre gm COSt » Strengthen lifecycle data auditing.
. High . i Medium Impact |
i Cas@ i i Data privacy risk | ¢ A
i convefsionrisk | |  Replication risk | i ssessmept . ,
W e N ] l v  Evaluate replication efficiency before expansion.

Long-term value depends on whether technology can be monetized, recovered, retained, and replicated.



Strategic Judgment | Financi.a : Business Model - ) Stage-ga}te Investment
/ | Analysis  // & Investment & Execution Mechanism

Set an 10T cash-burn ceiling linked to lighting cash flow, and
track it as a monthly red-line indicator.

The third stage: 1000 Schools

" Me chanisin should be linked to the
value verification

Replication, Long-term Growth results.

*Recurring revenue rises

Cash fl 1buti 7 '\/x

e(Cash tlow contribution grows

A & The Second stage:200 Schools
75 o
-

The first stage:SO \hs Scale-up. Cover Investment

. *Payback < 24 months

\ eReuse rate > 70%

Validate . VVerify Cash Flow
E *Renewal rate > 70%
c>¥21M

. Saz?\rev
\?& ection > 80%
*Cash flow turns positive



Qfll Final Conclusion:The Core Logic of LEEDARSON’s 0T Transformation

A
Strategic Conclusion %}\}%QQ
R
2

» Continue IoT transformation, but avoid blind expansion. I

» Shift from hardware sales to three-tier revenue model value-added. 2% @@
» Expansion must follow cash-flow verification. G-
Y

Sustainable Ecosys W sue =
Monetization + Cash F. IQ&% icability + Governance

55
Sum 2 Management Acgo@t?@onclasion
l ~
%

» Use red lines to contr@‘})idity risk.
» Use sensitivity a 1$t0 guide adjustment.
» Use stagedgate§ to-decide when to expand.

NS

O\
o wsformation is ultimately not only a technological upgrade, but also a sustainable value governance process.

___________________________________________________________________________________________
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Key Financial Ratios Formulas

The product of three core drivers of
profitability: Net Profit Margin, Total
Asset Turnover, and the Equity
Multiplier.

Formula: Net Profit Margin x Asset
Turnover x Equity Multiplier

Measures how much profit is
generated per dollar of revenue,
indicating operational efficiency and
pricing power.

Formula: (Net Profit / Revenue) x
100%

Evaluates how efficiently a company
uses its assets to generate sales
revenue.

Formula: Revenue [ Average Total

Assets
Avg Assets = (Beginning Assets + Ending
Assets) [ 2

A measure of financial leverage,
showing the proportion of assets
financed by shareholders’ equity.
Formula: Total Assets [ Total Equity

Assesses a company's ability to pay
short-term obligations (due within
one year) with its short-term assets.
Formula: Current Assets I Current
Liabilities

A more stringent measure of
liquidity that excludes inventory, as it
is considered the least liquid current
asset.

Formula: Quick Assets [ Current
Liabilities

Quick Assets = Current Assets - Inventory
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